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On  November  2  aiid  3,  1917,  the  Academy  hM  m  i 
Philadelphia  on  "Financing  the  War"  mod  the 
that  Conference  are  presented  as  the  aHklsi  ia  Uiii 
AnnaU.    The  widespread  interest  In  thii 
by  the  large  attendance  and  also  by  the 
three  hundred  delegates  from  states,  tax 
commerce,  colleges  and  univeraittes  and 
the  delegates,  to  the  bodies  appointing 
speakers,  many  of  whom  came  from  a  long 
convenience,  the  debt  of  the  Academy  is 
also  to  many  individuals  in  and  about  Philadatptia  fSor 
eration.    Particular  mention  should  be  made  of  Om 
the  Philadelphia  Chamber  of  Commerce  and  its 
the  Arndoiux-  in  ovorv  wav  TKMsible. 
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Ry  F.  W.  Tai?!*!  . 
CbAimmn,  Uohad  8teUB  TMI 


Let  me  bef^n  with  a  ikeUh  in  bttmd  millt^i  o^  i^ 
situation,  a  survey  of  the  expoodhira  vIMb  w  gini 
face,  of  our  available  reaourees,  the  pfoifwctt  for  Ika 
future  and  for  the  more  distant  fittm.  NoUiiag  mm 
approximation  to  accimusy  ia  now  poaibW;  bm  W9  «i 
approximation  8ufli('i(>nt  for  an  undaraUiidim  ^  t^ 
burdens  which  confront  ua. 

In  round  numbers,  the  total  appropriatiooi  vMdl 
made  for  the  fiscal  year  1917-1018  eoma  lo 
dollars.     In  some  of  the  formal 
much  less — no  more  than  twelre 
includes  only  those  ex|)enditure8  which 
own  and  does  not  include  loans  to  the  allies  whkk  we 
amount  to  some  seven  billions  of  dollar*.    1 1  has 
that  up-  to  October  1  these  loans  amounted  to 
billions  of  dollars;  we  are  told  to  ezpt»«*<  f*^ 
total  of  seven  billions. 

The  Amount  or  Fu^ns  P 

Against  this  imposing  sum  of 
provided,  or  undertaken  to 
liberty  bonds  of  the  first  issue  produeed  two 
the  second  issue  are  expected  to  provide  not  I 
more  than  five  billions,  and  have  in  feel  jisMstf  $Uitf« 
The  total  tax  revenue,  under  the  pioviiioas  el  law  In 
the  l)eginning  of  this  year's  special  seMioB  ol  C 
one  and   one-third  billions.    The  adJalioael 
war  revenue  act  which  liecame  law  oo  ll»  tkitd  el 
expected  to  be  two  and  a  half  billions.    In  ^ 
provided  for  something  over  fqULitfiM  hf 
seven  billions  by  loans.    These  are 
adays  we  have  to  put  our  figures  in  tenns  el 
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terms  of  millions.  The  warfare  of  our  time  is  on  a  stupendous 
•e«le  and  calls  for  stupendous  expenditures. 

Some  of  the  items  mentioned  in  this  summary  call  for  comment. 
Our  loans  to  the  allies  are  not  always  figured  as  expenses  or  charges. 
As  I  have  just  stated,  they  do  not  figm-e  in  our  official  statements  of 
appropriations.  And  in  a  sense  they  are  not  expenditures  of  our 
own  and  call  for  no  appropriations  of  our  own.  They  are  loans 
for  which  we  get  a  qtAtdproquo  in  the  form  of  promises  to  pay  from 
the  allied  governments;  and  ultimately  these  obligations  will  be 
lepaid.  But  for  the  time  being  the  transactions  mean  a  charge 
of  our  own,  to  be  met  from  our  own  resources.  During  the  contin- 
uance of  the  war  and  for  such  period  after  its  close  as  we  may  still 
iba  extending  aid  to  our  allies,  we  must  raise  these  sums  by  taxation 
lor  by  loans  and  must  face  them  as  an  immediate  drain  upon  our 
I  present  resources. 

Another  item  which  calls  for  comment  is  the  revenue  to  be 
derived  from  the  War  Tax  Act,  expected  to  amount  to  two  and  one- 
half  billions.  Will  it  be  just  so  much,  or  will  it  be  more  or  less? 
On  this  topic  we  must  speak  with  reserve.  The  amount  which  will 
be  procured  from  some  of  the  new  tax  levies  is  open  to  speculation; 
particularly  as  regards  the  one  item  which  bulks  largest  in  the  act, 
namely,  the  excess  profits  tax.  It  remains  to  be  seen  what  will  be 
the  final  accruing  revenue  under  this  tax  and  under  the  others 
newly  levied.  But  even  a  considerable  margin  of  error  due  to 
such  uncertainties  will  not  seriously  affect  the  general  situation. 
The  tax  revenue  under  the  act  may  amount  to  a  few  hundred 
millions  more  or  a  few  hundred  milUons  less  than  was  anticipated. 
But  as  we  know  too  well,  a  few  hundred  millions  figure  very  Uttle 
in  these  days;  we  frequently  pay  out  sums  of  this  amount  over 
night  in  loans  to  our  aUies. 

Whatever  sort  of  calculation  we  make,  one  thing  is  clear, 
namely,  that  the  revenue  resources  so  far  provided  will  not  suffice 
for  the  presumable  expenditures  of  the  fiscal  year  1917-1918.  We 
have  provided  ten  or  eleven  billions;  we  have  appropriated  ninetoen 
billions.  The  expenditures  may  be  somewhat  greater  than  the 
appropriations,  may  be  somewhat  less;  but  it  wdlud  seem  to  be 
eertain  that  they  will  be  greater  than  the  revenue  already  provided. 
Before  the  fiscal  year  closes  we  shall  have  to  consider  further  loans  or 
further  taxes.     How  far  are  we  prepared  to  meet  this  impending 
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bligation?  How  far  are  we  in  a  poatioQ  to  provUt  for  m  ml  % 
rain  upon  our  financial  and  aoooomk  nrnmnrnJ  TKt  mmpm^  te 
ne  not  to  be  faced  with  a  Ugbi  haait.  Aad  yH  1  Omk  ll  b  «■• 
hich  can  be  faced  with  a  atont  haari.  Wa  Immv 
normous  task,  but  fortunately  we  have 
»erhape,  even  more  to  our  good  fortune,  we  have  a 
»etter  adapted  to  the  taak  than  tlie  countrv  «w  baloie  hm  hmi  la 
imilar  exigencies. 


Civil  Wab 

Let  us  contrast  the  present  situation  for  a  tnammA  wMb  lilt 

i^ency  whicli  confronted  the  nation  in  its  faHl  iMv  of 
The  drain  upon  our  reeomees  during  the  Ghrfl  War  is 
)arable  to  that  which  we  must  now  face.    faaO  as  tlie 
hose  dayB  seem  as  compared  with  our  hilliQaa»  Ihiisr 
ip  large  in  the  imagination  of  the  men  of  fifty  yeaie  ^pe  aad 
ioubts  and  tremors  such  as  are  in  evidenee  al  the  pnM 

t  rast  now  the  situation  at  the  outael  of  the  GHrfl  War  md  lie 

icnce  of  that  time,  with  our  own  preasni  prospeala. 

Without  entering  into  anything  in  the  nature  even  ol  a 
)t  tiir  r  conditions,  let  me  remind  you  of  two 

n  tiu  al  history  of  the  Civil  War.    One  wae  Ihe 

ndeed  the  breakdown,  of  the  country's  banking 

first  occasion  of  its  use.    The  initial  loan  of  Ihe  CM  War.  Ihe 

,000,000  of  6  per  cent  put  out  in  1861,  wae  aMHiplid  to  h» 
narketed  through  advances  from  the  banks  of  lilt  Kerlli  aa^ 

igh  the  eventual  sale  of  theae  boodi  oo  iMr  pmt.  ll  M 
>  1 11  a  few  months  to  the  suapenaioo  of  fpede  pasTMMie  bf  Iha 
>anks;  and  the  suspension  of  specie  pio^meots  in 
uspension  of  all  payments — virtual  iuaolveMy. 
lesire  of  the  financial  community,  iheo  ae  aow,  la  eene  Mi  lie 
upport  of  the  government,  the  strain  oo  Ihe  uaaqpirind  wmm  m 
hose  days  was  found  to  be  too  great  at  Ihe  veiy  iiift  Irfit  The 
>anking  machinery  of  the  country  proved  <|uKe 
adequate  support  to  the  government. 

The  second  episode  to  which  I  will  eaU  yew 
latural  corollary  from  the  first:  the  earty 
tnd  the  early  depreciation  of  the  ptper 
»aper  was  issued  at  an  early  etage  in  Ihe  war, 
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and  greater  extent  as  the  war  .proceeded.  How  great  was  the 
disturbance  of  our  monetary  and  industrial  conditions  because  of 
the  inflation  of  the  war  need  not  again  be  rehearsed.  All  studenta 
of  the  period  know  the  evils  which  resulted  for  the  community, 
and  know  too  how  vain  was  the  effort  of  the  government  to  meet 
its  financial  obligations  by  this  means.  Toward  the  close  ol 
the  war  it  led  to  something  like  financial  collapse,  and  the  historian 
is  tempted  to  speculate  on  the  depths  to  which  we  might  have 
fallen  if  it  had  been  resorted  to  for  a  year  or  two  longer. 

On  the  other  hand,  taxation  was  resorted  to  slowly  and  hesitat- 
ingly and  did  not  bring  a  really  effective  increase  of  revenue  until 
the  war  was  nearly  over.  It  was  not  until  the  struggle  had  been 
going  on  nearly  four  years  that,  during  the  fiscal  year  1864-1865,  a 
great  revenue  was  obtained  by  taxation.  And  the  taxation  oi 
those  days  was  almost  exclusively  indirect  taxation,  in  the  way  oi 
import  duties  and  complicated  excises,  with  unexpected  and  disturb- 
ing effects  on  the  industries  of  the  country  at  large. 

Present  Facilities 

Comparing  now  the  unfortunate  experiences  of  the  past  with 
the  present  situation  and  the  present  prospects,  we  find  much  that 
may  lead  us  to  take  heart.  We  may  not  be  prepared  as  adequately 
as  we  should  be;  but  we  are  not  entirely  unprepared. 

First  of  all,  we  have  the  federaLxfiserve  system.  The  gov 
ernment  has  at  its  disposal  a  great  unified  banking  system  whicli 
at  once  automatically  utilizes  the  credit  facilities  of  the  country 
for  the  public  service.  Temporary  loans  can  be  arranged  for  ovei 
night.  Certificates  of  indebtedness  are  taken  and  distributed  wit 
the  minimum  of  strain.  The  flotation  and  distribution  of  tlu 
long-time  securities  are  effectively  aided  by  the  same  machinery, 
The  financial  community  is  no  less  patriotic  than  it  was  in  1861, 
but  it  is  inmiensely  better  prepared  to  act  as  the  Treasury's  mediuir 
and  to  come  to  the  Treasury's  support.     This  advantage  is  nothing 

than  enormous.  It  removes  the  insidious  temptation  tc 
to  paper  money,  and  saves  the  country  the  subsequent  em- 
barrassments and  subsequent  losses  which  such  resort  brought  tc 
us  during  the  long  period  from  the  close  of  the  Civil  War  to  the 
resumption  of  specie  payments  in  1879,  and  which  it  will  not  fail 
to  bring  to  the  warring  coimtries  of  the  Continent  which  have  been 
compelled  to  resort  to  the  same  demoralizing  device. 


Tm  FiNAjfcui.  8fnu 

I  am  not  uiuiware  Uui  Um  uyliltUciii  ^  pm 
hy  ^^^  gnvjtrnnwnt  aiid  the  exlavtai  dl 
eotail,  may  have  tha  aflaei  of  inflaiki 
inflation.    But  inflation  ol  thia  aori,  ia  a«y  cvia  aol  mgf  !• 
quantitatively  aiul  perha|M  ooi  mmt^pHikd^  «l  alMaNii 
at  all  eventa  iMe  daniBroua  for  tiM  iwtun  tkm  Um  mm 
money.    It  ia  likely  to  correct  iiaalf  ■  itwaaliaiij  ^lar 
So  long  aa  fl|)ccio  paymonta  are  maiotaioed.  Ili^  mn  af 
eannot  maintain  itaelf  pennaotoliy  wIms  aoadMiw  if 
commerce  again  have  bewi  wloreJ.   The 
may  have  for  the  time  being  are  in  their 
'"^i^t^'"  ap^ma  payment!  and 
money,  we  are  spared  such  lomr  eontifiiiiiic  avfli  m 
train  of  the  Civil  War  issues. 

But  not  only  aa  regards  our 
tion,  but  also  aa  regards  our  tai 
we  in  a  state  of  preparedness.    We  have  oo  head,  mady  let  ^ 
diate  ap!  *  u.  the  maehiosiy  of  Iha  iogo—  taa.    Iiiilv 

perfect;  ^       .   <  it  is  immaniely  swviciahisi.    If  il  had  mm 
set  up  de  novo,  we  should  Itave  to  wait  at  leaal  a 
several  years/  before  anything  like  the  nvaM»  i 
grasp  could  be  obtained  from  it.    It  ankae  paattb  a 
oQca-taheaxy.  levipa  without  waiting  for  the  slow  procasa  af 
the  machine!  \ation  in  working  ordsr. 

Moreo\  achincn'  whioh  Is  avaibUa  for  the 

tion  of^the  •*able  abo  for  thai  of 

H  mre  indeed  lo  be 
•hr  laHer.  but  the 
made  in  previous  years  for  ti  'be 

rs  of  comparison  and  oorrccuon,  m»u  »«»  lali 

>me  tax  of  the  current  year  will  be  ihnilarty  ef  sarrti^  J 
not  minimize  the  perplexing  probleais  which  the  laia 
"  liave  to  solve  in  the  admtnistralw  ef  tha 
is  no  snudl  aileviatioo  thai  iha 
can  be  utilized  without  fundamental 

It  is  a  good  general  maxim  of  laiauoa  Ihal  aat  ai 

be  initiated  at  a  very  moderate  rata,  and  thai  the 
collection  should  be  organized  while  the  rUa  •  ^ 
thia  perhaps  no  more  striking  iUuslraltoa  eau  ^ 
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dporience  with  the  tux  on  distilled  spirits.  We  are  now  levying 
tluit  Ux  at  the  extraordinary  rate  of  $3.20  per  gallon.  The  attempt 
to  collect  a  very  much  smaller  tax  (hiring  the  early  years  of  the 
internal  revenue  system  led  to  evasion  and  fraud  on  a  great  scale. 
Gradually  the  system  of  collection  and  supervision  has  been  perfected ; 
and  in  consequence,  a  rate  of  tax  which  twenty  years  ago,  even  ten 
yeniB  ago,  would  have  been  deemed  quite  beyond  the  possibilities 
of  effective  collection,  is  now  imposed  with  confidence.  I  would 
not  for  a  moment  pretend  that  our  method  of  levying  the  income 
tax  has  yet  approached  a  stage  of  highly  perfected  adjustment — 
eoch  a  stage  as  has  been  reached  in  Great  Britain,  for  example,  only 
after  three-quarters  of  a  century  of  experience.  But  the  framework 
is  on  hand;  it  has  been  set  up  under  low  rates  and  therefore  under 
conditions  of  little  strain;  it  is  in  working  order.  We  are  suddenly 
increasing  the  rates  of  the  income  tax  in  such  way  that  the  revenue 
will  be  at  least  triple  that  of  the  last  fiscal  year,  and  six  times  that 
of  the  revenue  of  any  preceding  fiscal  year.  We  should  not  have 
been  able  to  expand  this  financial  resource  had  we  not  already  been 
prepared  through  the  previous  establishment  of  a  reasonably 
eflfective  system. 

The  Reasons  Why  We  Are  Prepared 

It  may  not  be  amiss  to  indicate  briefly  how  we  happen  to  be  in 
a  situation  so  much  more  promising  than  ever  before  in  a  similar 
exigency.  Partly  it  may  be  a  matter  of  great  good  fortune;  but 
partly  it  is  a  matter  of  deliberate  facing  of  possibilities,  a  deliberate 
setting  of  our  house  in  order,  for  which  our  political  leaders  and  the 
country  at  large  may  take  some  .credit.  Both  parties  are  entitled 
to  credit  for  the  establishment  of  the  federal  reserve  system. 
The  preparatory  work  was  done  under  the  administration  of 
President  Taft,  through  the  medium  of  the  Monetary  Commission 
then  established  which  evolved  the  preliminary  scheme.  The 
ssrstem  in  its  final  form  was  definitively  worked  out  and  put  into 
operation  under  the  leadership  of  the  present  administration.  The 
'"'gfMnf  tft^Hfi^'",  though  not  established  until  1913,  was  a  foregone 
conclusion  from  long  continued  previous  discussion  and  from  the 
ratification  of  the  constitutional  amendment.  As  regards  the 
immediate  resort  to  heavy  taxation,  both  through  the  income  taxes 
and  the  long  list  of  others  that  figure  in  the  war  tax  act,  something 
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is  due'  an:  ui  me  econotijAgtA  ^fr*\ 

entire  tii  the  prteitt  tttii 

made  to  taxation,  have  oeveitlifrlcwi 

»"> ^    t  A  lilife.  a^Mft.  li  4i»  to 

frankly  with  the  Hnanctai  taak,  to  tut  %k^ 

iiunicni»e  finnnriAl  fuushficet,  and  to  c«Q  vpon  iht  ismii^ 

to  tfubniit  at  onro  to  diitftie  •^•irfltHt 

much  iit  due  to  the  oouraccom  ifjirit  of  our 

8ecretar>'  of  the  TreMur>'.  the  Ifikifi  of  bolk 

and  Senate.    Inevitably  tbort  1uit9  btio 

as  to  the  degree  to  which  taxatioo  abould  be 

to  the  precise  form  of  loans  mod  eredtl 

has  been  no  hesitation  with  rsgard  to  ibe  aesrf  of 

all  the  available  niAehinery  for  procuriaf  bug* 

"trliest  opportunity. 

OuB  Industrial  am-  I  •  •      v:     - 

^^    What  can  be  said  now  f >^  * ' 
^y  contrasted  with  the  stt. 
*  da3r8  of  the  Euroix»an  War  much  \^ 
"^ro  presentod  al)out  t!'f-  ♦-•■'  - 
•ir  total  wealth,  the  i. 

:un,  France  and  < 
.   cMii^iore  so  much  wi.i. ..   ^a»  i^* 
!)duct  of  the  war.     It  requires  do  pr< 
clear  tlmt  figures  of  this  sort  stgnifj 
of  a  co\mtr>'  cannot  be  poured  int**  ' 
parts  of  them  are  by  their  nature  uu  . 
and  Iniildings,  a  large  pari  of  Ih* 

' ntted  tousesf?^*"  "•''»♦•*»  •^-^  

remark,  pan  '.hall 

were  not,  absolutely  <  '• 

. . ia.sur>'  under  the  spu i 
wealth  and  property  in;  ^ 

iUtics  of  evr 
....,  .•    ..  .i  in  the  natur* 
for  the  purposes  of  war 
The  raU_probleni 


s^r' 
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Umv  oCi^  iMOUfvatf  bow  mueb  can  now  be  carved  out  and  made 
svaikbit  for  miliUfy  purposes  and  in  what  wak3rs^an  it  be  made 
svalteblt?  <)itr  CAletilatioiis  and  speculations  should  be  directed 
•01  U»  Uk  oxIooI  of  the  people's  total  wealth  or  total  resources,  but 
lo  0m  sstMii  o(  their  free  and  divcrtible  resources  and  income. 
'TMi  ii  MMUbsr  way  of  saying  that  our  attention  should  l>e  director^ 
la  Uls  polMllil  Mvinffi,  the  potential  economies,  the  things  th 
w  CAa  do  without.  How  much  income  in  terms  of  money,  and  in 
of  faUior  rssourccfl  and  commodity  resources  purchasable 
he  not  only  spared,  but  made  immediately  avail 

and  put  at  the  disposal  of  the  government  during  the  war? 

Hers  the  questioo  at  once  arises,  what  are  in  ordinary  times  1 1 
free  leeeurcee  of  the  eomnnmity?    What  are  its  ordinary  saving' 
On  ibis  suhjeirt  we  are  unfortunately  but  ill-informed  and  can  mai 
tfflhff^  Bore  Ihao  a  guess.    The  usual  or  normal  fresh  savings  ani. 
frssb  iiimilnwnfn  of  the  people  of  the  United  States  are  s\i]f^osed 
Id  be  eomewhere  between  three  to  five  billions.     I  make  no  pretense 
of  eertifjriiif  to  the  accuracy  of  even  this  rough  figure.    But  what- 
eivw  be  the  smii  we  thus  start  with,  clearly  it  is  no  more  than  suffices 
for  a  start.     Kven  if  we  put  at  the  disposal  of  the  Treasury  every 

that  we  ordinarily  put  by  and  save,  we  do  not  begin  to  meet 

needs  of  the  present  time.    We  must  do  nuich  more. 

B«i  all  experience  teaches  that  under  stress  of  war  we  can  do 
very  much  mose.  During  the  Civil  War  the  North  raised 
by  iatemal  loans  vastly  more  than  it  had  ever  put  into  productive 
ealerprise  in  the  jrears  preceding  the  war.  It  raised  in  addition 
VMtly  greater  sums  by  taxation  than  th€  country  had  ever  before 
draund  of  raising.  I  iiill  not  say  that  there  are  no  limits  to  the 
Mne  wbieb  can  be  raised  by  a  combination  of  loans  and  taxes,  but 
il  ii  eertain  that  the  ordinary  savings  and  the  apparent  free  resources 
el  nomel  limes  give  no  clue  to  what  can  \ye  secured  under  stress 
el  need  and  tinder  tl  '<e  of  patriotic  zeal.     It  may  seem  now 

•^  ^'e  have  underu.^^..  ..  lormidable  task  in  our  first  and  second 
80  it  seemed  during  the  Civil  War  with  that  first 

ol  $lfiO,000,000,  which  led,  as  I  have  already  noted,  to  the 

of  our  banking  machinery.     The  task  seemed  even 

forbidding  when  in  1862  the  United  States  resorted  to  the 

peat  loan-^whai  wan^then  supposed  to  be  the  enormous 

el  1800X100.000  of  5-20  bonds.     80  it  has  been  in  the  European 


s,  where  suooemuve  lomm  have  met  micetmkr% 
...aial  loans  have  seemed  stafocering,  and  yet  siififWiiTfi  loans 
t;  met  successive  response  and  the  limit  has  receded  as  the  sliws 
ui  used  became  greater. 

What  is  thus  true  of  the  potentialities  of  loans  is  true  also  of 

the  potential  tax  resources.     We  have  begun  at  the  very  outset  oo  a 

scale,  with  '  '*s  heavier  than  those  made  by  this 

...  any  corrospoi... ...„    tugc  in  previous  exigencies,  bearier 

t  hun  those  made  by  any  other  country  at  a  corresponding  stafs 
rest  conflict.     It  is  not  only  within  the  l)ounds  of 

.    more  than  probable,  that  we  shall  have  to  rssort 

till  heavier  levies  and  to  levies  more  widely  distributed.     Yei 

with  regard  to  our  borrowing  capacity,  we  never  know  bow 

..  we  can  do  until  we  know  what  we  have  to  do.    Our  loans 

1  our  taxes  already  mean  that  we  must  begin  to  restrict  and 

must  learn  to  dispense  with  luxuries  and  comforts,  perhaps 

.    lae  thingiR  which  we  have  regarded  as  necessaries.    We  shaU 

«^  to  proceed  further  in  the  same  direction.     Every  community 

t  adjust  its  industries  and  its  expenditures  to  the  needs  of  a 

through  a  gradual  process.     We  have  entered  onlv  tm  f  he  first 

Sources  Yet  Unutilized 

Our  1:1.^^1  aspect  of  the  case  I  would  bring  to  your  attention. 
How  fur  are  ilurc  resources  which  as  yet  we  have  not  tapped?  How 
far  are  there  spare  fractions  of  income  not  ordinarily  reached  cither 
:iny  process  of  direct  taxation  or  by  any  process  of  habitual 
-.. .  ing  and  investment?  Ln  this  country  we  have  a  great  mass  of 
prosperous  workers  who  ordinarily  spend  the  whole  or  almost  the 

f  their  incomes,  and  who  yet  arc  in  a  position  both  to  bear 

..of  taxation  and  to  make  some  savings  from  income.    There 

are  millions  of  skilled  artisans,  salaried  men  and  women,  welMo-do 

.  who  go  their  way  with  ease  in  ordinary  times,  and  whom 

iinary  machinery  of  taxation  and  finance  does  not  tooeh. 

It  is  not  desirable  to  apply  to  this  large  stratum  of  the  community 
any  burdensome  direct  taxation  of  incomes.  True,  some  direel 
levy  un  them  is  made  through  the  present  remodelling  of  our  income 
tax;  the  limit  of  exemption,  formerly  $3,000  to  f4,000  a  year, 
has  now  been  reduced  to  $1,000  to  $2,000.  But  the  rata  of  lai 
UDMii  the  lowest  incomes  now  brought  within  the  purview  of  the 
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Ui  it  Wll  rvy  modermte,  and  this  application  of  the  income  tax  is 
fsUwr  a  liiUQngc  to  a  question  of  principle  than  a  probable  means  of 
■Itainwi  a  ■abttaotial  inoreaso  of  revenue.    Consumption  taxes 

I,  in  the  way  of  import  duties  and  excbes,  doubtless  can  bring 
substantial ;  yet  there  has  been  a  proper  hesitation  from 
rsmt  to  Ihem  at  high  rates. 

On  ilm  oUicr  hand,  the  voluntary  handing  over  of  substantial 
parts  of  thcss  incomes  to  the  govcmroent  through  the  broad  dis- 
iribvtioB  of  poblie  loans  is  feasible  upon  a  much  larger  scale  than  has 
bslora  ban  nippoied.  It  offers  in  many  respects  great  advantages. 
Tha  small  bond  buyer  is  in  the  aggregate  an  important  personage. 
Aadwhen  be  is  reached  by  adequate  facilitiesand  proper  propaganda, 
ba  win  ftspond  generously  and  quickly.    At  the  same  time  the 

distribution  of  public  loans  is  the  most  effective  antidote  to 
iDces  of  public  debts  which  have  caused  them  to  be 
moat  ilitmgly  opposed.  A  great  public  debt  means  the  permanent 
maintenance  of  taxation  for  the  purpose  of  meeting  interest  upon  it, 
and  so  the  pennanent  diversion  of  income  from  the  great  mass  of  the 
Uupnyeia  to  the  smaller  number  of  the  holders  of  public  securities. 
.If  bowe\*er,  the  number  of  these  holders  be  not  small,  but  in  the 
large;  if  the  distribution  of  public  loans  be  not  solely 
the  rich  and  well-to-do,  but  widely  dispersed  through  every 

of  the  community,  then  some  of  the  most  undesirable  features 
of  the  reaort  to  loans,  if  not  entirely  obviated,  will  be  much  mitigated. 

In  this  respect  we  may  Icam  something  from  the  enemy.  The 
Oermans  have  cultivated  to  a  high  degree  the  stimulation  and 
eoOection  of  loan  subscriptions  from  persons  of  moderate  and  small 
Bieana.  A  rough  summing  up  of  the  operations  under  their  first 
fire  loans  indicates  that  out  of  a  total  of  something  like  forty-seven 
bilttoM  of  marks  (or  eleven  billions  of  dollars)  about  three-fifths 
have  been  in  subecriptions  of  ten  thousand  marks  or  less.  No 
doiibi  there  are  possibilities  of  manipulation  in  these  figures.  We 
mmi  be  on  our  guard  against  all  official  statements  that  come 
from  that  quarter.  But  there  is  no  reason  to  question  that  sub- 
ieripCioos  of  moderate  and  snmll  amounts  have  been  heavy.  It  is 
fratifjringthat  our  own  financial  leaders  are  awake  to  the  importance 
of  rearhing  the  small  investors  and  are  diffusing  our  loans  as  widely 
aa  possible.  Of  the  total  subscriptions  to  the  first  liberty  loan, 
nwgWy  three  bUlioos  of  dollars,  one  and  one-fourth  billions  were 
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in  amounts  of  leas  than  ten  thousand  doQara  and  raoehred  in  foD 
fir  allotment  out  of  the  two  billions  of  bonds  finally  iflRiad,  or 

Uir  <:r  irtion  as  that  just  noted  for  the  Gemuui  Iomis. 

( '  )  iision  is  that  we  may  look  forward  to  the  future  not 

!     I  with  a  light  heart,  but  with  courage.    We  hare  awmmrd 

en  :   I  "is  I.  Ml  .1   i;  ititios.    We  have  not  yet  euflleienUy  iKtnrided 

for  !.  se  of  the  present  fiscal  year.    But  we  hmwm 

(1  stepe.    We  are  ready  to  proceed  further;  and 

w  I  tig  events,  not  without  anxiety,  nor  without  a 

n  >  ii  the  contest  means,  but  with  a  firm  resolve  to 

•'  our  strength  and  our  resources  to  the  utmost,  and  with  a  firoi 

confidence  that  the  country  will  provide  the  means  for  the  utmost 

military  and  naval  strength. 


THE  TA8K  OF  FINANCING  THE  WAR 

By  John  J.  FrrfGBHALD, 

iiu«  oo  ApDTOpriAiioiiB,  Houae  of-  RepreseDUtivefl, 
WMhinsUmi  D.  C. 

At  Um  outbreak  of  the  war  there  wae  keen  speculation  as  to  its 
dormtioci.  8in€«  the  Russo-Japanese  War  it  had  been  the  Ix^licf  of 
il  military  expert*  that  all  future  wars  would  he  short 
Thai  opinion  was  prc<licated  upon  two  important 
i;  one,  that  modern  methods  of  warfare  had  l>een  devol 
a  plane  of  destruction  that,  if  hostilities  were  con- 
^fttd  qo  ao  exienaive  scale,  the  harvest  would  l>e  so  dreadful  a^ 
quickly  to  compel  peace;  the  other,  that  the  financing  of  miiitn 
Opvalioiis  upon  a  gigantic  scale  was  so  deF>endent  upon  certain 
dcfiBllely  fijDcd  money  centers,  that  financiers,  rather  than  military 
fenius,  would  wield  the  more  potent  influence  in  determining  the 
final  reculla  in  conflicts  between  nations. 

Tha  difficulties  in  the  Balkan  States  prior  to  the  present  war 
•IfeiifllieDed  those  who  believed  that  modem  wars  must  necessari' 
ba  dbori.  It  is  extremely  doubtful  whether  any  responsible  state— 
nan  in  any  of  the  countries  now  engaged  in  the  controversy  had  the 
riightart  notion  in  ibe  early  days  of  the  war  that  a  war  in  which  were 
iavolTod  practically  all  of  the  great  civilized  powers,  or  even  - 
relatively  email  number  of  the  more  powerful  ones,  could  endure  f 
any  cooeklerable  Ume. 

Bolb  of  ibe  aasumptions  have  been  proved  to  be  unfoundo 
Tbe  waaUife  in  the  war,  as  well  as  the  property  loss,  and  the  ( 
peadiiuree  neoeamy  to  sustain  the  military  operations  undertak< 
bave  been  of  sucb  magnitude  as  to  stagger  the  imagination.    TUr 
of  tbe  meet  extreme  militarists  during  the  period 
pfvoeding  the  war  have  shrunken  into  insignificance, 
nan  ie  sufficiently  wise  to  venture  a  prediction  as  to  the 
of  tbe  hostilities  that  is  of  any  value  in  arriving  at  the 
eolutione  of  many  exceedingly  important  problems  pressing 
lor  oooeidermlion. 

I/ird  KHebener's  announcement  shortly  after  the  outbreak  of 
Iba  war  that  preparations  should  be  made  for  a  three  years'  conflict 
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woB  a  rude  flhock  to  the  eiviliied  worid.    Btoahrvd  qufto  fMMnlly 

it  first  with  amused  incredulity,  it  speedily  wm  Aeoajildd  m  an  un- 

Kiate  reality.    The  tmportanoe  of  time  in  the  prnhiim  to  be 

I  mined  cannot  be  overaetimated.     For  it  it  the  piohehle  ditn^ 

ion  of  hoetilitiee  upon  which  hinges  every  question  concerning  the 

lae  of  both  pereonoel  and  material,  the  oooeenrfttioQ  d  the  ailioM' 

•nergiee,  and  the  marshaling  of  the  available  and  of  the  potential 

reeouroes  of  the  war  afflicted  countrict). 

In  at  least  one  very  important  respect  the  Umted  buoes  are 

fortunate.    As  the  war  had  been  waging  almost  three  jeani  beloie 

liey  became  embroiled,  thoy  have  the  benefit  of  the  experiences  of 

•ther  belligerents  to  profit  by,  and  many  grievoos  and  expeo- 

t^rrors  that  otherwise  would  probably  be  unavoidable  ihoold 

:ot  now  be  made. 

iiathematics.  If  the  war  were  to  be  sufficiently  brief  and  the  ex<« 
{M'lilituii  >  unci)  liny  sort  of  a  reasonable  scale  it  would  be  ptwihle 
foi  tiu  I  iiiri  >t:ite8  to  imitate  the  example  of  Mr.  Gladstone  in  the 
Criiii(>nn  War  and  defray  the  cost  from  the  current  revenues.  But 
there  is  no  such  simple  problem  for  the  United  States.  Although 
war  was  declared  on  April  6,  1917,  the  expenditures  up  to  June 
>0,  1918,  will  practically  be  within  a  year,  which  makes  the  usual, 
convonirnt  ai  '       '  riary  basis  for  comparison. 

Ihe  ap]>  ions  by  Congress  available  till  June  30  next 

aggregate  $18,879,177,014.96.  There  is  included  in  this  sum 
?"  '  00,000  to  be  loaned  to  the  allies  of  the  United  States.  In 
to  the  specific  appropriations,  authority  has  been  given  to 
enter  into  contract  obligations  to  the  extent  of  12,511,553,925.50. 
Obligations  to  that  extent  may  be  incurred  and  may  mature  during 
this  fiscal  year,  which  ends  on  June  30.  If  certain  nuuiufaeioring 
processes  can  be  carried  on  more  rapidly  than  contemplated  the 
authorised  obligations  will  be  converted  into  cash  pi^^meni  detnamli 
and  the  expenditures  will  be  measured  by  the  gross  total  of  t21,809r 
730,940.46  the  sum  of  the  appropriations  and  contract  authorisa- 
tions. 

There  have  been  some  intimations  that  the  appropriatii 
made  by  the  Congress  in  a  blind,  uninformed,  haphasard 
i'cannot  speak  for  the  Senate  of  the  United  States,  but  I  am  quali- 


14  Th«  AKItALS  OF  TH«  AMBRICAN   ACADBITT 

Std  to  tpMk  AUthoriUtively  for  the  House  of  Representatives. 
or  Uw  $l4399.730,iM0.46,  which  is  the  total  of  the  appropriations 
•Bd  cootrmct  authorintioiM  lest  the  $7,000,000,000  to  be  loaned  to 
bflUieereiiU,  approximately  $12,000,000,000  were  provided  in 
my  personal  direction,  and  which  were  in  my 
durtnK  thair  ooiMideration  and  enactment.  With  an  ex 
of  ihirtaao  yean  ■•  a  member  of  the  Committee  on  Appro 
prialioof ,  during  seven  of  which  I  have  been  its  chairman,  I  am  able 
lo  iiali  that  in  my  experience  no  bills  were  more  thoroughly,  care- 
fbOy  and  inteUifsntly  prepared  than  the  bills  which  made  available 
the  vael  wt"!*  mentioned.  More  than  $840,000,000  requested  by 
the  sflmiaillnUion  wae  refused  either  because  the  purposes  for 
which  the  expenditures  propoeed  were  not  imperatively  essential 
for  the  conduct  of  the  war,  or  because  it  was  determined  that  in 

in  preparation  could  not  keep  pace  with 
and  as  the  money  probably  could  not  be  ex- 
pended in  the  6scal  year  it  was  not  appropriated. 

8o  far  the  judgment  of  my  colleagues  and  myself  has  been 
Jnetified  by  erentn.  It  is  quite  possible,  however,  that  men  may  be 
mobtliaed,  the  equipment  manufactured,  ships  constructed  and 
amiee  trained  and  transported  and  enabled  to  participate  in  actual 
hnelililirs  much  more  quickly  than  the  Congress  believed  in  pro- 
viding funds  for  this  year's  expenditures.  Should  that  be  so,  then 
additional  appropriations  must  be  made  at  the  coming  session  to  be 
avaflable  during  the  current  fiscal  year. 

During  the  recent  session  of  Congress  I  had  occasion  to  point 
out  that  rinoe  the  outbreak  of  the  war  until  August  first  of  this 
year  Great  Britain  had  expended  $21,385,000,000,  which  sum  in- 
chided  $4,500,000,000  advanced  to  her  allies.  Including  $750,000,- 
000  expended  by  India  and  the  overseas  dominions,  Great  Britain's 
expenditilfe  during  the  three  years  of  the  war,  excluding  advances  to 
her  aOiet,  eggregate  $18,500,000,000. 

During  the  same  period  France  expended  $15,327,400,000; 
Riieria*e  burden,  which  ia  more  of  an  approximation  than  any  other, 
was  $15,000,000,000;  Italy,  during  the  period  of  her  participation  in 
the  war  haa  expended  $3,120,000,000;  making  a  total  expenditure 
by  the  Entente  Allies  of  $51,947,400,000. 

Germany,  including  advances  to  Turkey  and  Bulgaria,  was 
estimated  to  have  expended  $21,300,000,000,  and  Austria-Hungary 
$12300,000,000,  or  a  total  of  $34,100,000,000. 
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Including  loans  the  Unit«d  Statea  in  the  first  ymr  propOMi  lo 

•v-vd  a«  much  as  Great  Britain,  more  than  FraoM,  mora  iImo 

(.  probably  as  much  aa  Germany,  and  OD»-iliird  mora  ihma 

!  iingary  has  expended  during  the  entira  three  yean  of  the 

u  ,  .o  ifiit  cent  of  the  total  of  all  the  nations  in  the  war,  and  66 

•  r  rent  as  much  as  Germany  and  Austria-Hungary  durtng  the 

period.    I'!ven  if  the  amount  of  the  loans  to  our  alliea  be 

led  the  figures  are  still  sufficiently  startling;  and  yei  ae  the 

\  to  make  advances  to  our  allies  must  be  obtained  either 

ruiigh  loans  or  taxes  the  authoriied  loana  cannot  bo  eliminated 

.  i  ou\  consideration. 

It  must  be  remembered,  too,  that  these  vast  expenditures  do 

'  't  make  provision  for  a  very  extensive  military  organiiation  eon- 

-' '«1  with  the  numbers  that  other  belligerents  have  called  to  the 

If  the  United  States  be  compelled  to  mobilize  to  the  extreiie 

y  resources  the  figures  now  under  oooaiderattOD  will  be 

■>.....  V.  i.y  comparison  with  thoee  that  will  follow. 

From  a  careful  study  of  the  purposes  for  which  available  funds 

are  to  be  appUod,  considering  eliminations  and  probably  substitu* 

*ions,  there  is  no  prospect  that  expenditures  will  lessen  if  the  war  it 

>  continue.    They  inevitably  will  increase  and  be  very  much 

greater  than  during  the  present  year. 

The  estimated  annual  revenues  of  the  government  from  all 

urces  are  $4,033,500,000.    The  proposed  expenditure  this  year 

pproximates  $20,000,000,000.     Upon  that  basis  it  is  proposed  to 

cH^t  20  per  cent  of  our  expenditures  from  taxation  and  80  per  cent 

om  the  proceeds  of  loans.     If  there  be  excluded  one  billion  dollars 

om  the  estimated  expenditures  and  the  same  sum  from  the  esti- 

..iated  revenues  to  represent  the  normal  cost  of  maintaining  the 

government,  it  appears  that  the  cost  of  the  war  is  to  be  defrayed  to 

lie  extent  of  14  per  cent  from  taxes  and  86  per  cent  from  loans. 

If  all  of  the  other  lessons  of  history  are  to  be  ignored  the  United  ^ 
Stntc^s  at  least  should  not  be  indifferent  to  tbe  d]8asirtlia..fiOBa^  ^  y^^ 


(ii  that  followed  iWv  attompt  to  ftwanrft  the  C^ivil  Wifr  by  re* 

' *  1     :.    1.    ♦     1  X  groeslv  inflated  n^tjooal  (llaogy 

:he  taxing  power,  inevitably  ( 
^  in  an  unpaired  national  credit,  an  increased  iDlerest  rate  aod^ 
..  w«  I'leciated  currency. 

The  task  that  the  United  States  have  aesomed  in  this  war  is  eo 
unique,  of  such  magnitude  and  so  fraught  with  difficulty  and  peril 
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lo  roeEnt  that  seldom  would  be  required.     It  is 
End  equip  Ermies  numbering  in  the  niillions,  to 

for  their  trEnsporUtion  to  engage  in  battle  three 

UMtttend  miiet  EWEy,  Ihroufh  aeES  infested  with  a  hitherto  unknown 
mA  li  m  ptopoeed  to  produce  food  End  munitions  not  only  for 
our  ova  eoonnous  population,  but  largely  for  Great  Britain,  Franc( 
RumIe.  Italy  End  niEny  sniEll  states.  The  task  will  be  no  easy  one ; 
ii  will  tax  lo  the  eilrame  our  power  and  our  resources.  In  all 
BfigiErElioM  io  every  other  direction  the  plans  have  been  made  on  :i 
eomBrabtMive  scmle  and  with  a  wise  vision  that  events  will  jiistih 
Our  fiTHM^Hal  pUns  Ere  not  developed  to  the  extent  they  should  be 

It  ii  the  boEEt  of  finEnciers,  statesmen  and  economists  of  Gren 
Britaio  that  the  empire's  credit  is  as  sound  today  as  at  the  outbrcal 
of  the  war.  They  assert  that  the  liberal  manner  in  which  the  taxing: 
power  has  been  tieed  to  obtEin  neoessary  revenues  is  wholly  respon- 
Mble  for  that  situation.  The  wealth  of  the  United  States  is  esti- 
mated Et  $250,000,000,000;  Great  Britain's  at  $80,000,000,000 
With  eapeoditures  on  account  of  the  war  approximately  the  sam* 
Great  Britain  is  obtaining  from  taxation  at  least  25  per  cent  moK 
than  the  I'oited  States,  although  her  wealth  is  app'^^^viniately  but 
ODE  third  of  ours. 

I  am  not  of  those  who  believe  that  a  proper  fiscal  policy  woukl 
jtMtify  attempting  to  obtEin  all  the  revenues  required  from  taxation 
It  is  doubtful  whether  any  group  of  public  men  advocate  such  : 
policy.    The  predominant  inch  nation  is  to  rely  chiefly  upon  loan 
and  my  belief  is  that  public  men  in  the  United  States  are  too  strong!  \ 

inclined  to  plaee  th6j>»rvlflp  "P^''  pn<»f/>rify  hy  rpj^n^flnp  frt  Innng 

The  true  and  only  justifiable  poHcy  is  to  utilize  the  taxini 
pcmer  to  the  fullest  extent  and  to  resort  to  loans  for  the  deficit  ii 

V  rtreoue.    There  is  no  possibility  that  an  undue  proportion  of  tli* 
burden  will  be  placed  upon  revenues.    Our  preparations  have  bee: 
iaitiEted  upon  the  only  safe  theory— that  the  United  States  has 
lioeoMe  a  participant  in  a  war  of  extraordinary  magnitude  that  will 
be  of  unusual  duration.    Our  fiscal  policy  must  fit  that  theory. 

While  resort  cannot  be  had  to  many  sources  of  revenue  for 
sound  economic  reasons,  while  some  will  not  be  because  of  political 
cBptdiEoqr,  thifu  still  remain  many  untouched  sources,  and  heavier 

i  Wnrles  ean  be  made  upon  present  ones  without  imposing  burdens 

^  thEt  CEonot  be  justified. 
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i  or  instance  many  believe  that  with  the  recent  revenue  law 

«'  limit  has  been  reached  in  the  iinpoHitions  that  may  be  plaeed  on 
...coinee  and  exoees  profite.  I  am  not  in  accord  with  that  opiokMu 
If  the  war  in  prolonged  over  many  years,  aa  it  is  quite  probable,  as  we 

vo  not  nearly  exhausted  our  ability  to  obtain  revenue  throufb 
.u\ation,  it  in  tho  part  of  wisdom  to  increase  quickly  our  reveooea. 
Four  billion  ilollan)  annually  does  not  begin  to  measure  the  iwsiMe 

venues  of  the   I'nitod  States. 

During  the  consideration  of  the  recent  revenue  bill  I  made  some 

idieti  which  were  to  have  l^ccn  utilize<l  in  a  discussion  of  tliis  ques- 
tion. The  burdenH  resulting  from  the  preparation  of  the  appro- 
priation bills  precluded  my  participation.  An  examination  of  the 
earninfi^s  of  140  of  the  leading  industrial  concerns  over  a  period  oi 
years  furni^diod  much  material  for  reflection.  The  list  was  prepared 
.M>r..r.,]iy  t^o  a.s  to  include  only  concerns  believed  to  have  been  upoo 
•  1  financial  basis.  Their  earnings  in  1914  aggregated  $250,- 
000,000,  in  1916,  $1,250,000,000. 

One  fact  should  be  emphasized  so  forcibly  at  this  time  that  the 

iieriran  people  should  not  be  capable  of  misunderstanding.  It 
£h  laimed  broadly  tlmt^notth^y  the  individual  nor  aiUL 

gr»- ., .  ..11  tied  to  inoniinate  proTits  from  the  necessities  of  the 

^tfiiU'iimirt^t,  nor  would  they  be  ixTimttcd. 

I  speak  not  as  an  enemy  of  wealth  nor  as  one  hostile  to  surress 
..il  industry  or  to  proper  rewards  for  the  exercise  of  that  peculiar 
genius  essential  for  the  conduct  of  exceptional  enterprise.    The 
future  of  our  people,  as  well  as  the  fate  of  civilization  and  the  con- 
tinuance of  democratic  institutions,  hinges  upon  the  outcome  of 

1^4  war.     Individual  ambitions,  interests  or  prospects  must  die- 
r  before  the  greater  objective — the  welfare  of  the  nation.     No 
..., . ».  .a  of  taxation  can  be  devised  that  will  apply  with  exact  equaUty 
to  every  individual;  the  necessities  of  the  government  cannot  be 
sti  ithout  business  disturbances  that  will  work  cruel  hard* 

sli  ine  directions.     No  one  can  predict  in  what  direction  he 

Wi  ed  to  make  sacrifice  or  assume  an  exceptional  burden  in 

tlie  onward  progress  of  the  nation  to  its  ultimate  end.  Many  will  be 
rnii.j  upon  for  the  supreme  sacrifice  of  their  lives,  none  will  be 
ed  whose  grievance  rests  in  the  contention  that  their  material 
pruB|HTity  has  l)een  arrested  or  aflfeoted  in  the  necessary  marshal- 
iiiiT  of  fiw.  countr>'*s  energies. 
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It  it  not  my  pwrpcae  to  attempt  to  detail  the  sources  which 
mm^  fliU  be  tapped  for  additional  revenues.  This  is  not  the  occa- 
iin  for  Bt  to  do  to.  Tbe  prcming  need  at  this  time  is  to  bring  home 
to  the*^m«flBea  that  they  mustjbe  prepared  to  endure 
(roater  burdens  from  taxation.  The  country  must  be  per- 
to  ebaofe  its^^extravagant  and 'wasteful  habits  and  to  culti- 
valt  iMfi.  Daring  such  a  crisis  the  people  should  not  expect  to 
^nod  as  lavishly  nor^to  indulge  luxurious  tastes  as  freely  as  in  days 
of  peacdul  ^prosperity.  The  nation  must  be  awakened  as  never 
in  its  history;  the  people  must  be  taken  fully  into  the  confi- 
of  the  government ;  they  must  have  presented  again  and  again 
tho  rani  picture  of  worid  conditions  so  that  every  individual  shall 
and  discharge  his  obligations  in  full. 
Kven  if  there  were  not  other  sound  and  imperative  economic 
that  effective  method  of  reaching  the  public  conscience 
jOiltfy  reaort  to  extraordinary'  methods  of  taxation  at  this 
No  system  should  be  tolerate  that  will  paralyze  industi 
or  breed  diaeontent;  none  should  be  avoided  essential  to  provide  the 
inperattv^  required  and  that  will  distribute  the  resulting 
aa  equitable  as  experience  and  knowledge  dictate. 
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REACHING  THE  INDIVIDUAL  INVESTOR 

Bt  Albbbt  W.  Atwood, 

Prinoaton,  New  Jowy. 

This  paper  will  be  confined  to  a  very  limited  and  tpaeifle^  al- 

t  hough  1  hope  not  wholly  unimportant,  phaee  of  the  proUam.  li  la 
a  8tu|M'n(lous  >  :'  '  md  the  succeas  of  war  finaneing  depeodi  on  a 
large  nuiulKr  *  ual  and  economic  queetiona and  poUeiei;  upon 

a  sane  ratio  between  taxes  and  bonds;  upon  a  sane  equilibrium 
between  doing  away  with  extra vagance  and  waste  on  the  one  hand* 
nnd  business  prosperity  on  the  other;  upon  an  alert  observanea  of 
hat  European  countries  have  done;  and  the  finding  ultimately,  if 
ihe  war  keeps  on,  of  a  method,  if  such  a  thing  is  possible,  of  oonvarW 
ing  into  the  basis  of  credit  for  war  loans,  securities  owned  by  our 
savings  banks  and  insurance  companies.  That  is  the  most  serioos 
problem  of  all,  and  one  whose  solution  has  not  yet  been  seriouily 
attempted. 

The  subject  of  this  paper  is  the  specific  and  limited  one  of  rsaeh- 
ing  the  individual  investor  in  war  loans — ^war  bonds.  What  has 
hap|)ened?  President  Wilson  decided  on  war;  Congress  decided  oo 
war.  Mr.  McAdoo  and  Congress  then  had  to  raise  the  money  and 
they  put  through  a  bill;  so  many  bonds,  so  much  taxes.  Mr. 
McAdoo  called  in  the  governors  of  the  twelve  federal  reserve  banks 
and  said,  "Raise  the  bonds.''    That  is  what  it  amounts  to. 

The  governors  of  the  twelve  federal  reserve  banks  each  ap- 
pointed a  coiniuittee,  and  in  the  larger  cities — New  York  and  prob- 
ably Philadelphia,  Boston  and  Chicago — the  committees  are  made 
up  of  men  of  such  ^  nee  and  of  such  wide  activities  that  thfty 

cannot  devote  niu<  to  it;  and  it  comes  down  to  this,  that  in 

each  large  federal  reserve  center,  two  or  three  men,  unknown  to  the 
p':' '  'ir  lines — experts — are  giveo 

tii  iuUions  of  dollars  in  bonds. 

In  Now  York  City  two  men  practically  had  to  sell  two  billion  dollars 
worth  of  bonds  in  four  weeks. 

Now  let  us  put  ourselves  in  their  places.  For  laek  of  time,  I 
am  not  going  to  consider  at  all  the  question  of  institutions,  that  is,  of 
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aad  UMir  Urte  subsoriptions,  l  '  <^  ihe  individual 
r.  Jh&n  tre  three  immediato  methc  i  "i  organization  for 
Uie  indivifiuiU  investor:  firet,  community;  second,  occupa- 
or  vocstkuuJ;  nnd  third,  one  which  has  been  little  attempted 
m  y^  •••.*  hk  pontioo  in  the  capitalistic  scale,  in  the  vernacular, 
g,f^^yfffi^  to  bow  much  money  he  has.  That  has  been  attempted 
only  to  a  tiiicbt  extent. 

la  the  ettiet  the  community  organization  has  been  wonderful, 
bttt  ool  M,  as  a  feneral  rule,  either  in  the  country  or  in  the  smaller 
placw.    Thk  10  natural  enoui;h.    The  city  is  impersonal,  but  not  so 
vHli  the  Hnail  pUee.     Now,  1  want  to  pay  a  tribute  to  the  devoted 
work  of  the  libcniy  loan  committees  in  the  small  places.     In  my  own 
town,  hnlfwny  between  New  York  and  Philadelphia,  the  chairman 
of  the  committoe  waa  a  very  fine  young  man  who  did  splendid  work, 
and  tbefe  are  thousands  of  others  like  him.    But  these  small  town 
Kbcfty  loan  committees  must  wake  up  and  must  handle  this  pro' 
lem  without  kid  gloves.     If  they  want  to  raise  loans — and  tli 
must  if  this  war  continues — they  have  to  face  the  naked  problem 
They  are  afraid  to  go  after  the  subscribers.    That  is  their  troul> 
Everybody  knows  everybody  else  in  a  small  town  of  five  or 
Ihomaiid  population,  or  in  a  suburb,  and  they  are  afraid  to  go 


And  what  happens?    The  rich   people  subscribe,   and    t 
>,  if  there  happens  to  be  a  factory  there  with  an  emplo> 
to penuade  them  or  to  bring  pressure;  but  the  people  of  moderately 
ctreumatanoes  are  not  doing  their  duty,  and  it  is  bo- 
the  bankers  and  the  liberty  loan  committees  are  afraid  to 
alter  them. 

I  peraonally  know  of  a  family  living  on  a  scale  of  great  luxui  v 
that  gave  it  out  that  they  might  subscribe  for  $200  worth  of  bon 
but  DO  more.    Perhaps  they  took  more  and  perhaps  they  took  n< 
at  aO,  but  there  was  no  method  of  checking  them  up.     There  ; 
instances  of  pUiin  holding  back,  of  fundamental,  in 


The  oeeopatioDal  organisation  is  splendid  in  the  cities  wh(  i  ^ 
eommiHeei  can  be  organised,  but  it  doesn't  work  in  the  small  towns 
at  aU;  and  furthermore,  no  one  has  yet  organized  the  occupational 
^^^"P*'<P  ^  '^oach  a  elaai  of  people,  perhaps  not  great  numerically, 
^^^  ^  wealthy  circumstances.    I  refer  to  the  independent  business 
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man,  the  operator,  the  »pecuUtor,  the  trader  and  other  amilar  in* 
<}ividual8.     There  is  no  way  of  reaching  them.    There  ii  no  way  of 
aching  men  of  my  profeaaion.    No  one  haa  ever  eolietied  me  to 
p   ;i  lilierty  l)ond,  except  one  boy  aoout. 

And  iiioHt  inii)ortant  of  all,  there  eeema  to  be  no  way  of  reaehiog 

tli<  rt'tircd  person  of  just  moderate  circumatanoea,  and  the  woiiiaa 

iMo.i*  rate  circumatancea — the  widows  and  old  maida  who  hare 

h« nitd  fifty  or  aeventy-five  thouaand  doUara.    They  are  not 

t<  hod.    Bome  of  them  are  patriotic  and  have  come  forward  of 

our)  accord,  but  the  occupational  program  does  not  ipei  to 

and  in   the  giiiall   nlaco   tho  coiinniuiiiv    itrntrram  doea  noi 

rt'acli  them. 

iiioiu'v  I  hey  have  is  ix.'rhap.s  aiiullicr  pha^L-  oi  ii.'    ,.,:.:  :  ,_.: 

•  (11  making,  and  I  can  get  at  that  beat  by  referring  to  a  very 

[>(M-ih(   tiling,  and  that  ia  the  matter  of  quota.     For  each  town  a 

rtain  tit^ure  ia  presented  and  the  people  are  told,  "You  muat 

ubpcribe  a  certain  amount  of  bonda.''    I  don't  know  whether 

"■\rs  has  entered  into  that  or  not — I  rather  think  it  haa — at  leaat 

.11  unity  pohtics.    For  instance,  a  large  city  will  say  to  a  email 

)wn  nearby,"  You  raise  such  and  such  an  amount," and  someliiiiei 

licy  will  tell  them  to  raise  more  than  they  ought  to.     That  is  not 

he  important  thing.     Perhaps  I  am  open   to   correction,  but  I 

liink  that  these  quotas  are  determined  on  the  baaia  of  bank  re- 

ources  and  to  some  extent,  I  think — in  the  second  liberty  loan,  at 

fast — of  population. 

Now,  that  may  be  the  only  practical  basis.     It  is  very  foolish 

for  me  to  criticize  a  thing  that  other  people  know  very  much  more 

about,  but  if  this  war  goes  on  it  will  be  necessary  to  have  a  committee 

of  exix;rt<^,  of  economists,  to  try  to  get  at  this  thing  on  the  baaia  of 

'  ealth  and  make  these  quotas  on  the  basis  of  wealth,  as  well  as  on 

iic  basis  of  banking  resources. 

Take  the  little  town  of  Kerhonkaon  in  New  York  state.    It 

e\(r(>de<l  its  quota  many  times  and  there  waa  an  item  in  the  papers 

about  it.    Yes,  it  exceeded  its  quota  nmny  timee  because  there  are  no 

anks  in  the  town  while  there  is  a  large  sanitorium  patroniaed  by 

»naires.     The  owner  of  the  sanitorium  is  wealthy  and  ia  very 

.  .1  and  he  probably  put  in  a  big  subscription  himself.    There  k 

10  particular  credit  to  the  town  in  that,  and  they  would  not  have 
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Uii  Um?  aj'j -iTtni  n^ult^  they  did  if  their  quoU  had  been  on  the 
b«af  oi  j%rtu:»l  w«-*Jih  in.Ht4>ad  of  banking  resourcee. 

II  nay  be  DMoaary  in  the  small  places  to  resort  to  publicity. 
Ot  «o«w,  everyone  it  oppoaad  to  that,  but  I  honestly  believe  that 
if  llw  war  com  on,  we  must,  at  least  in  the  smaller  places,  post  up  a 
bfi  of  thoM  who  have  sufaeoibed,  and  if  that  is  once  done  there  will 
be  tto  bek  of  •ttfaeeripiiona. 

Now  these  are  details,  but  they  are  important  ones.  Some 
eapUtn  of  industry  has  said  that  we  miRht  have  to  raise  a  hundred 
biUkMi  doUare  if  this  war  continues,  and  it  reminds  me  of  a  dream  I 
bad  tbe  other  night.  I  was  approaching  a  solid  stone  wall  that 
eooldii't  be  sealed,  but  as  I  came  up  to  it,  it  faded  away  and  I  walked 
right  throQgh. 

It  is  not  as  easy  as  that.  Professor  Taussig  has  said  that  we 
muil  not  approach  it  with  a  light  heart;  but  three  years  ago  our 
moel  eminent  bankers  said  that  if  we  loaned  more  than  one  bilUou 
doOani  lo  our  allies,  we  would  drain  our  country  of  its  resources. 
We  have  already  loaned  them  some  five  billions,  and  we  have  bought 
back  three  billions  of  our  own  securities,  and  we  are  raising  a  large 
earn  of  our  own.  That  shows  how  these  problems  change  as  we 
aoDvoacn  tnem« 

I  have  lately  been  making  for  an  entirely  different  purpose, 
a  dose  analyas  of  what  may  seem  to  be  an  uninteresting  subject — 
the  pwTOftnH  as  shown  in  the  directory  of  the  New  York  Stock 
^*l***fg*     It  is  a  very  great  revelation,  although  I  have  made 
very  amilar  analjrees  before.    If  you  will  go  through  that  directory 
jrou  will  find  there  a  machinery,  for  the  most  part,  unknown  to 
the  world  for  investment  of  surplus  wealth,  that  is  perfectly  marvel- 
ous.   I  don't  refer  to  what  wc  ordinarily  call  the  l>ond  or  brokerage 
buiineBS,  but  to  the  fact  that  this  country  is  approaching,  as  Eng- 
land has  long  ago  done,  the  position  of  being  a  possessor  of  great 
aeeumukted  wealth,  and  that  one  broker  after  another  is  really  i 
aoUitng  but  a  family  investment  agent.    That  is  what  it  amounts  to.  | 
There  are  nulroad  magnatee,  bankers,  steel  kings,  copper  kings,  I 
and  so  on  indefinitely.    Hundreds  of  firms  in  the  New  York  Stock  | 
Kiehangs  are  nothing  but  channels  for  the  investment  of  accumu-  |f 
latad  wealth,  and  I  do  not  think  we  realize  how  much  there  is  of 
thai  in  this  country. 
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BORROWING   AS  A  PHASE  OF  WAR  FINANXIERJNO 

By  Hrket  C.  Adaiib, 
UniTwiity  oC  Michigan. 

Since  the  United  States  became  an  active  belllflBrant  maay 

ons  have  been  expreesed  relative  to  the  financial  manafBOMBi 

lis  war.     I  have  tried  to  analyze  these  opinions  in  order  to 

ver,  if  pomible,  the  economic  basis  on  which  they  rsst.     I 

h.i.r    t!  ()  followed  the  debates  in  Congress  on  Bnanoe  bilJs,  and 

li  I . t  I,  1. 1  tlio  utterances  of  the  Secretary  of  the  Treasury,  who,  by 

III.'    <  !   i  .  official  position,  ought  to  be  the  leader  in  finanetal 

II    i!:  !  rlr  :- r!  n!  tor  of  a  '  ve  financial  proipmm. 

tiu' lt;;i.iau\i  uuicome  of  ai.  :: :. ng  and  speaking  does, 

on  the  whole,  command  a  qualified  approval,  it  fails,  as  it  seems 
•  .  to  unisp  ihc  sitrnificance  of  the  industrial  side  of  wi|r  fiw^«- 
j£^  It  is  exclusively  to  this  phase  of  the  subject  that  I  ask 
attention. 

PUBUC   AND   PrIVATI  CrBDIT  CoiiPABKD 

My  first  remark  is  not  so  much  critical  as  it  is  the  expressioQ  o( 

a  n<  fleeted  truism.    Much  of  the  gratuitous  advice  given  to  Congress 

rost^  on  the  implication  that  the  rules  of  credit  evolved  from  the 

tudy  of  ordinary  business  experience  can  be  carried  over  and 

i|>!  lied  without  modification  to  govern inent  borrowing  in  time  of 

•^  '       This,  of  course,  ia  not  true.     Capital  borrowed  fnr  flnfupuryial^ 

tnient  is  a  step  in  capital  buiTding;  capita!  borrowed  for  war 

uaea  is  a  step  in  cflpiiaiJiTr  -n.     The  former  adds  a  new 

source  from  which  the  fund  ui    .<^  .opital  may  bo  filled;  the  latter 

ot  only  prevents  the  opening  of  new  sources,  but  it  tends  to  dry 

>ine  of  the  from  which  free  capital  now  flows.     Any 

.  ^ram  for  the  :.;.... a  management  of  a  war  that  fails  to  reeo^^ 

niie,  and  to  act  on,  this  truth,  is  bound  to  meet  misfortune. 

A -a in,  in  the  case  of  private  borrowing,  it  is  the  continued 
pru-<pciity  of  a  particular  business  that  validates  the  underlying 
securities;  in  the  case  of  public  l)orrowing,  it  is  the  continued 
prosperity  of  all  industries,  regarded  as  a  production  unit,  thai 
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giw  vortli  to  gOTwnment  bonds.     From  this,  also,  the  war  finan- 
fli«  oy^  fmd  a  l<Mon 

But  nvhapt  the  int  (iifTercnce  between  the  use 

ol  tftSt  for  inv«»Uiirt  n  is  found  in  the  principle  upon 

wiricb  rvUftiiM  mtiiii  \te  placed  for  the  control  of  each.     The  com- 
■MfifaJ  iav«rtliient    <'  '  tl   in  controlled   by  the  expectation 

ol  pftyfftf^l  profit  all'  •  ({urntly,  all  of  the  well  established 

lava  of  bimiie»  eooduct  may  be  us^  as  tests  for  such  an  invest- 
■MOi.  Thtt  oootrol  and  this  toit  are  absent  when  a  government  bor- 
wm9  moimy  to  meet  tiie  cost  of  war.  It  means  the  adjustment  of 
oontracts  with  a  view  to  their  ultimate  results  as  well  as  their 
lOOMi.  This  means  the  possibility,  if  not  indeed  the 
r,  of  a  radical  interference  with  the  orderjxj^rocedure  of  an 
market  for  capital.  The  selection  of  a  rate  of  interest 
OQ  a  tovenunent  bond,  for  example,  does  not  so  much  depend  on 
the  ability  of  the  government  to  sell  its  bonds,  as  it  does  on  the 
iodtiatnal  effect  of  the  sale  of  bonds  at  the  rate  selected.  The 
expcneoee  of  an  industrial  promoter  who  holds  in  mind  the  making 
of  a  profit  by  a  particular  enterprise,  is  of  slight  importance  for  the 
•olution  of  the  taj^k  of  carrying  through  the  finances  of  a  great  war. 
A  new  eet  of  induf>tnal  purposes  and  new  conditions  for  the  use  of 
the  maehioery  of  credits  are  brought  to  the  surface  by  the  advent 
of  a  war.    This  is  the  first  thought  to  which  I  desire  to  give  ex- 


Tiic  Nature  of  the  War  Burden 

It  is  equally  necessary  to  understand  correctly  the  content 
of  the  war  burden.  This  is  not,  as  many  seem  to  reason,  the  sense 
of  depriTation  that  comes  with  the  payment  of  money,  whether  th« 
of  that  pajrment  is  to  fill  a  loan  or  to  cover  a  tax.  There 
a  psyehotogical  side  to  war  financiering.  A  successful 
poUey  must  make  proper  use  of  the  motives  by  which 
OMO  are  oootroUed  when  they  deal  in  business  affairs.  But  this 
does  not  mean  .that  the  industrial  burden  of  a  war  is  a  mental  state, 
'■r  :hat  the  ehief  element  in  that  burden  can  be  spread  over  a  period 
U  tune  by  the  manipulation  of  credit  instruments. 

of  a  war^  correctly  apprehended,  consists  in  the  us_e 

IjL  tT  of  the  country  lor  unproductive  congump- 

ijtt^    WBi  «.  ^^^,^HM  Ue<ilares  war,  it  has  turned  Tts  face  towards 
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commercial  bankruptcy.     Ito  position  in  altogetber  like  laai  oi  a 

railway  that  continuea  to  operato  even  thouRh  it  faila  to  ittltiliin  ill 

loperty  out  of  current  revenues.    This,  of  coune,  mettaa,  in  the 

^  *  ^(*  railway,  that  the  management  lK>rrowa  from  ita  property; 

ii\  IB  depleted  to  cover  operating  expenses;  and  it  as  only  a 

on  of  time  l^cfore  such  a  practice  will  carry  the  property  into 

irwls  of  A  roceiver. 

i  hi-  is  equally  true  of  the  industry  of  the  nation  reicarded  as  a 

rivc  buftincAs  unit  and  from  thin  statement  one  may  read  the 

•  ♦ '' '  ♦•M'lncier  in  time  of  war.     It  is  for  him  to  no  mntwyj  \^tth 

V  of  credit  and  the  machincn-  ofj^Ti-r't  n  that  1  lit 

urwiuctivc  |H)\v<>r  oi  me  eoufllBf  Thky  »^  npfwT*^  ■"■Vfr  headway 

■t;aim»t  unproductive  wmumpjion,  and  at  the  same  t[faft  f^  K^*M 

.adci  il^lltiul  tllUHi  ilrftee  that  tend  to  wreckthe  industrial  organiaa» 

tiofl  by  Which  that  power  is  maintained.    Iliin  is  the  gist  of  tlie 

^•^'^AiW  Of  war  financiering  and  every  act  of  government,  wheiber 

:i  the  Treasury  or  without,  that  fails  to  test  its  merila  by 

im  rule  is  likely  to  prove  to  be  an  embarrassment  to  sound  finan> 

uring. 

This  point  of  view  is  familiar  to  all  students  of  finance  but 
Mnchow  it  always  needs  to  be  ^'hammered  in"  when  the  occasion  for 
war  program  arrives.     For  that  reason,  I  venture  to  try  to 
in  another  way.     The  claim  for  production  in  time  of  war 
•>  no  greater  than  that  claim  in  time  of  peace.    The  demands  of 
•  »vernment  are  doubtless  increased  and  there  is  also  an  embarrMS- 
^  change  in  the  kind  of  things  demanded;  but  this  demand,  if 
Icrable,  must  result  in  the  curtailment  of  ordinary  peace  do- 
in  is.     This  moans  that  the  task  of  carrying  tlirough  a  great  war 
involves   rt   raHiral   readjustment  of  establishoil   industries.     It  18^" 
tl  ihaitlftn  tft«  66imiltUtw  the  gieat,  thf  nrntr.-the         fv 

^^  the  war--a  burden  none  the~R»  ical  Ueuiuw 
(>ook8  ofthe  Treasur\'.     This  transition  ougl»t 


'"**^  MtWiblfl  ro^ni'*"*-  ^^  lance  in 

■'^- • • • • '        .v.^umdinc 

I  this  transition,  if  not  imi-  r  guidance  and 

Mtrol,  is  a  peculiar  service  •-.  .M.m   ..nw.. ..  ...tg;  and  it  is  Ibe 

^nition  of  this  responsibility  that   ou^ht  to  give  a  de&nittf 
id  us  trial  purpose  to  public  borrowing  during  tbe  first  and 
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xtmn  of  A  RTral  war.     i  ins.  nini  thin  alone,  will  enable  the  financier 
to  li^-  Uie  foun(Uition  of  a  truiitworthy  program  of  treasury  ad- 
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fiiace  Um  Uak  of  fiiuuicing  a  war  centers  in  the  control  of 

ilfiwirift*  eooclitiooSy  the  industrial  situation  at  the  outbreak  of 

li  of  grsfti  flignificance.    Tliis  remark  applied  to  the 

itUAlioo  of  last  spring  calls  for  three  observations. 

,^  tinL    The  foreigD  market  for  capital  was  closed.    The  United 

8Ut«f  had  for  two  yean  been  loaning  work  to  Europe.    England, 

Frmaoe  and  Uuaaia  were  still  in  the  American  market  with  large 

ordan  for  war  munitions  and  their  inability  to  pay  for  goods  received 

had  ao  affected  foreign  exchanges  that  settlement  with  American 

I  oapHal  bff^n^  a  neoeesity.     Under  such  conditions  the  classical 

*  arfamcnt  in  favor  of  a  loan  policy  at  the  outbreak  of  a  war  was  no 

loQfer  ap|>licable.     It  was  not  possible  for  this  country,  last  spring, 

to  roUeve  the  fini  atrees  on  home  industries  by  calling  to  its  aid 

the  worlcabope  of  foreign  countries.     It  was  not  possible  to  wait,  as 

have  been  done  if  bonds  could  have  been  sold  in  the  foreign 

for  the  law  of  supply  and  demand,  working  through  an 

inflated  market,  to  effect  the  necessary  readjustments  in  industry. 

Thja,  ao  far  as  I  know,  is  a  new  situation  in  war  financiering.     Since 

the  world  became  familiar  with  international  credits,  there  never 

hai  been  a  war  that  involved  practically  all  of  the  capital-building 

oatioQa  of  the  world. 

The  leMon  to  be  read  from  this  situation  is  not  far  to  seek. 

The  United  States  tpxr*  '^'-  ^-  •"*    - ■■-  •^■}  nry-\  ^^  j^s  own  Inbnr 

C  for  carrj'ing  through  i  capitaUnd  laiui 

1    "*  nr'fi'^  ^^  pmd"—  wh:  m;  earlier  will  the 

I   lodUBtdal  pfaaae  odhAJOatioii  &  uiiaiiL-L^  i  lit  under  control. 

Second,     The  aeoond  fact  in  the  pn  -i  nation  I  do  not 

prof  CM  to  understand.     Not  only  is  the  door  closed  to  foreign 

borrowing,  but  the  financial  center  of  tho  wnrlH  has  been  transferre 

•oJSfilLYork.    This,  at  least,  is  said  to  be  the  case.     It  is  refcrre. 

to  by  wponeible  writers  as  a  fact  of  great  significance  and  as  an 

of  atrencth  in  the  financial  situation  of  this  country.     Thi- 

be  true,  but  it  looks  to  me  like  an  increased  demand  for 

capital  in  addition  to  our  current  industrial  and  war 
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mands.    It  may  mean,  however,  the  flow  of  neutnd  empkttd  to 

w  York  and  poesibly  of  NcIlinR  United  States  bonds  in  the  Orient, 

^oMth  America  and  in  the  neutral  countries  of  Europe.    But  I 

>  that  I  do  not  underHtand  what  this  transfer  of  the  finaoetal 

liter  of  the  world  to  New  York  niuy  mean,  an<l  let  it  pees  as  ao 

}>ortant  fact  that  should  \ye  analysed  and  mastered  by  those 

o  are  reAponnihlc  for  the  fmaneial  program  on  which  this  war  is 

tit  out. 

A  third  fact  of  importance  in  the  industrial  rftualtoii-  is 

it  the  outbreak  of  hostilities  found  this  country  in  a  cooditioo  of 

lated   and   one-eided    prosperity.     Had   the   formuhition   of  a 

>:incial  profn*am  taken  place  inr  1013,  when  business  was  relatively 

(*k,  the  task  of  the  6nancier  would  have  been  somewhat  easier. 

such  conditions  reasonable  taxation  would  have  acted  as  a 

..wlant,  and  the  cxpanijion  of  government  demands  would  have 

<^n  regarded  as  industrial  encouragement.    It  would  have  been 

ssible,  by  a  ju<licious  use  of  public  credit  at  normal  rates  of 

•"■*'«t,  to  have  assisted,  if  not  to  have  forced,  the  beginning  of  an 

rial  transition  from  a  condition  of  peace  to  a  condition  of  war. 

The  practical  suggestion  that  springs  from  the  fact  that  in 

:>ril  last  this  country  was  in  a  condition  of  unhealthy  prosperity 

rtains  to  the  rate  of  interest  that  the  first  public  loans  should 

ve  borne.     Of  course,  we  who  are  on  the  outside  do  not  know  all  of 

•  considerations  that  led  the  administration  to  issue  its  first 

m  at  3^  per  cent  and  its  second  loan  at  4  per  cent.    These  eon-   ^^^  ^    #^ 

may  have  been  non-financiftl  in  (»h<^rftfff.i»r;  but    if  a 

v,w.,  .^  >  ....iiu'f'  in  the  industrial  machinery  of  production  is  accepted 

as  the  priiiir  t<    !  of  a  sound  financial  program  for  the  first  year  of 

belligerent  cunditions,  there  is  reason  to  believe  that  this  result  is 

•-"tarded  rather  than  hastened  by  an  issue  of  public  bonds  at  a  rale 

intere,*«t  Wow  the  normal  market  rate.     It  is,  however,  of  sligbt 

u»e  to  discuss  this  ph:ise  of  the  problem.     The  two  Hberty  loans  are 

accomplished  facts.     They  are  a  new  factor  to  be  considered  in 

the  further  tinaiuial  conduct  of  this  war.     The  manner  of  their 

industrial  working  is  at  present  highly  8|x»culative.     It  is  possible 

that  the  movement  in  capital  resulting  from  them  is  along  channcb 

that  will  help  rather  than  hinder  the  reorganization  of  the  workeit 

of  this  country-  on  a  war  footing.     Of  the  enthusiasm  which  thsgr 

aroused  there  can  be  no  question,  and  this  fact  at  least  as  Iha 


^ 
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lor  «iiooanii8iiiflot.    But   the   making  of   a   program 

to  meet  the  demands  which  this  war  is  likely  to  impose 

ii  a  %Mk  aa  yai  uoaeoompUahed. 

A  Suggestion 

Thera  la  ooihing  new  in  the  principles  of  the  science  Of  finance, 
bvi  Iba  appUcatkm  of  these  principles  to  ever  changing  condition;^ 
jualtfies  the  consideration  of  new  expedients.     It   i 
UiM  point  of  view  that  I  desire  to  say  a  word. 

There  are  three  facts  respecting  the  conditions  under  which 
this  war  is  being  fought  that  impose  unusual  responsibilities  on 
the  administration.  The  first  is  the  dependence  of  the  allies  on 
the  United  States  for  an  adequate  food  supply;  the  second  is  the 
devalopment  of  a  sense  of  social  justice  which  forbids  the  goven 
OMBt  to  make  use  of  market  inflation  for  carrying  through  a  drastic 
***«^*'  program;  and  the  third  is  the  remarkable  growth  of  class 
intareet  aa  exemplified  in  the  constant  demands  for  increased 


The  situation  created  by  these  three  facts  is  serious.    The 
the  task  of  financing  this  war  a  difficult  one.     Thus  far, 
the  administration  has  endeavored  to  meet  these  responsibiliti^ 
bf  establishing  an  organization  for  food  control;  by  attempting  i 
eoolrol  the  minimum  price  and  to  execute  contracts  on  the  basis  (^f 
utiaJtyw&d  eosta;  and  by  accepting   the  financial  liability  for  tli 
pijniMBtof  waces  in  order  to  keep  industries  going.    These  attempt 
,  like  the  issue  of  the  liberty  loans,  must  be  regarded  as  elc 
in  the  present  situation,  so  quickly  do  ideas  crystallize  int 
The  suggestion  which  I  wish  to  make  is  that  this  effoi 
oo  the  part  of  the  government  to  control  the  food  situation,  to 
adjust  prices  for  uiunitions  of  war,  and  to  pay  wages  which  will 
kaep  the  wheels  of  industry  turning,  cannot  be  carried  on  success- 
fully  each  independently  of  the  other;  nor  can  any  of  them  be 
1  aoeompliahed  unless  they  are  made  to  correlate  with  the  issue  of 
MmkIs  and  the  collection  of  taxes  in  a  comprehensive,  consistent 
^  and  adequate  treasury  policy.    These  tasks  are,  from  their  nature 
of  their  industrial  significance,  a  part  of  the  task  of 
a  war. 
It  is  possible  to  make  this  suggestion  a  little  more  concrete. 
,  for  example,  the  problem  of  food  supply.    Nothing  will  be 
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ACconipliHhed  by  the  deelaration  of  a  minimum  price,  or  by  an 

t)u>  part  of  the  federal  govenunent  to  out-apeoulate  the  tpeeo- 

>rs.     If  any  thing  effective  18  to  be  accompUahed  along  this  line  it 

•  ntial  that  the  ordinary  coosideratioim  of  commeroial  profita 

iihl  Ik>  l>roii(^ht  into  pUy  under  the  direction  of  a  pabUe  por- 

,  ro.     bust  spring  a  special  effort  was  made  to  induce  farmem  to 

raiKc  |R>tat<M^.    The  farmers  of  Michigan  expressed  themselves  aa 

willing  to  plant  potatoes  provided  they  were  guaranteed  a  nonnal 

proiit  un  the  planting.    They  asked  the  guarantee  of  a  maximimi 

price  or  of  a  price  adjusted  to  an  analysis  of  cost.    This  the  fov- 

o.    According  to  the  premise  laid  down 

:      ,.  lit  should  have  guaranteed  the  price  and 

vered  the  guarantee  by  an  issue  to  the  individual  farmer, 

lity,  of  a  6  per  cent  bond.     Assuming  this 

I  only  in  the  case  of  planting  potatoes  but 

in  every  other  crop  the  pro<iuction  of  which  in  adequate  amounts  is 

essential  for  carrying  on  this  war,  and  assuming  that  the  directaoo 

of  agricultural  planting  had  been  .nought  under  the  guidance  of  the 

administration,  not  only  would  the  bonds  have  been  placed  where, 

n  the  |>oIitiraI  {)oint  of  view,  they  would  do  the  most  good,  but 

J  industrial  prubiem,  so  far  as  war  financiering  is  coneemed, 

would  have  been  solved  for  the  industry  of  agriculture.    SugipBS- 

>r  the  administration  of  such  a  project  may  be  found  in 

iy  France  manages  her  tobacco  monopoly. 

The  same  procedure  could    be  followed  with  factories  that 

furnish  the  governni*  ^  war  supplies.     A  certain  portion  of  the 

amount  that  the  ^<  .rnt  must  engage  to   pay  (perhaps  an 

abnormal  profit,  who  can  tell?)  could  be  covered  by  government 

This  suggestion  is  especially  pertinent  in  the  case  of  the 

.4;  of  new  factories  to  meet  the  new  war  denmnds.     In  such 

eases,  the  uncertain  element  is  the  depreciation  in  the  value  of  the 

invcfstniont  when  the  war  draws  to  a  doee.     It  is  the  fear  of  this 

/loss  that  retards  the  outswing  of  new  investments  for  producing 

what  the  government  needs.     Elight  per  cent  current  profit,  with 

the  {>ossible  loss  of  a  100  per  cent  depreciation  in  two  yean  doe 

to  obsolescence,  is  not  an  attra^ve  outlook.     It  is  a  reasonable 

proposition,  in  order  to  encourage  the  investment  of  private  capital 

in  war  prmiuction,  for  the  government  to  promise  to  reimburw 

inve.vtor>  fi)r  such  loss  of  capital  as  they  mav  sustain,  and  the 
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way  oC  eoirering  this  loss  is  by  the  issue  of  bonds  to  factory  owners 
MQsl  to  the  depfeeiAtton  of  obsolescence.    By  this  means,  tt 
-4mintiWfft  neeeaity  of  read  ^  collected  through  taxes  would 

be  rsdoeed;  and  this,  as  c\    ,       udcnt  of  fnmnro  knows,  is  t)u> 
OBly  josliitoatioo  of  the  oee  of  public  credit. 

The  aqMBStion  here  submitted  might  he  usod,  also  with  gooi 
adYaoUlC^  in  ^  trealment  of  wage  adjustments.  If  the  govern 
flMBi  must  guarantee  wages  in  order  to  keep  industries  going, 
VOttid  be  highly  advantageous  for  such  guarantee  to  be  covered 
by  the  m&  of  public  credit.  The  idea  of  partnership  between  the 
fOTemmeiit  and  certain  industries  during  the  continuance  of  the 
war,  would,  by  this  expedient,  he  extended  to  the  great  body  of 
ioduitrtal  worJoneo.  The  difficulties,  as  well  as  the  advantages  of 
this  pUo,  lie  entirely  on  the  surface,  and  for  this  reason  I  do  not 
wture  at  this  time  to  consider  the  details  of  the  suggestion. 


i 
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FINANCING  WITH  WAR  SAVINGS  CERTIFICATES 

Bv  Frank  A.  Vanderlip, 
ProiidMit,  KaUouU  City  Bank,  New  York  Qty. 


mr      The  first  factor  in  a  financial  problem,  whether  that 
^k  to  be  answered  by  a  corporate  maoii  minister  of 

^Hle  siie,  and  one  of  the  most  remarkal  .:;h  aliout  the 

^ftblem  of  borrowing  by  the  government  is  that  the  siie  of  the 
pr<  •' '  utterly  unknown.    No  one  can  tell  within  biUions  ol  del- 

In;  lie  demand  will  be  upon  the  trea8ur>'  in  the  eight  montba 

1 1  of  this  fiscal  year. 

Mars  is  a  new  phrase.     Our  whole  Ma  whm  hut  a 

1  this  war  broke  out.     Few  of  us,  if  any,  under- 

•illion  dollars  is.     When  Congress  got  to  appropri- 

u'l  Million  dollars,  I  think  that 

C*  it  meant.    Approprialioiia» 

^'c  that  they  were  much  misstated  at  the  close  of 

ti  '     approprialMMia 

oft  (-e  hundred  mil-' 

lio  t  amount  was  an  error.    The  exact  figures  are  not  yel 

n>  ut  I  was  told  at  the  Treasur>'  recently  that  the  preaent 

est  nineteen  billion  dollars,  the  fonner  estiinate  having  had 

soino  duplications. 

Appropriating  money  h:is  \isii:illy  nicant  -j mm. imp  money. 
That  does  not  necessarily  follow  when  you  get  into  sufiis  approxi- 
mating twenty  billion  dollars.  Not  only  are  we  just  learning 
the  amount   of  the  a?  '     <,  but  no  one  ean  tell  within 

several  billion  dollars  o;  of  those  appropriations  will  be 

use<l. 

When  war  l)roke  out  we  were  as  ronij)letely  unprepared  as  it 
was  possible  for  a  nation  of  this  size  to  l>e.     U f  started  to  prepare, 
to  prepare  in  every  way,  to  prepare  for  a  long  war.     Men  eharged 
'  Htyofprepari'      '       '     i:  or  that  went  at  it  with 
.>iasm,  with  a  ;  sire  that  the  thing  that 

they  were  responsible  for  should  be  fully  prepared  at  as  early  a  date 
ss  possible.    The  result  of  that  has  been  that  we  have  a  situnlion  in 

SI 
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whieh  DO  perspective  ha«  been  put  upon  the  problem.    Emphasis 
hat  beeo  plaoed  everywhere. 

It  follows  that  these  huge  sums  asked  for  from  Congress  were 
pairiolteAUy  gimated  by  Congress — Congress  could  do  little  else. 
T\mn  is  DO  use  of  fault  finding  with  the  amount  of  this  total.  There 
is  DO  just  ground  for  criticism,  but  it  is  a  total  so  huge  that  it  is  al- 
most beyond  oomprehension,  and  a  total  so  uncertain  when  it  comes 
toihs  setosl  demand  for  credit  from  the  Treasury  that  the  Secretar> 
of  the  Treasure'  is  faring  a  situation  in  which  he  cannot  calculate,  as 
I  have  said,  by  billions  of  dollars  what  the  total  demand  upon  him 
will  be. 

Now  money  does  not  fight  a  war.  We  can  appropriate  money. 
\N  «•  r.in  provide  credit  but  that  does  not  accomjilish  the  result.  It 
»^  rurrciit  tfTiirt,  it  is  man  power,  it  is  industrial  capacity,  it  is  goods 
and  services.  So  no  matter  what  we  appropriate,  no  matter  what 
ibe  Tressury- provides,  the  sum  that  will  be  spent  will  be  measured 
by  the  goods  and  services  that  can  be  bought. 

In  my  own  opinion — and  this  is  in  no  sense  an  official  opinion  or 
ooe  representing  the  government — I  do  not  believe  that  the  total 
expaodttures  can  reach  by  a  very  long  mark  the  total  appropriations. 
It  is  true  that  contracts  have  been  made  or  are  in  process  of  being 
made,  that  will  absorb,  let  us  say,  the  total  nineteen  billion  dollars, 
but  no  man  can  say  when  the  goods  that  are  being  contracted  for 
will  be  delivered.  We  are  putting  a  pressure  upon  the  industrial 
capacity  of  the  country  that  is  undoubtedly  greater  than  it  can 
meet.  Up  to  the  present  time  there  has  been  no  directing  mind 
over  this  problem  saying  what  is  most  necessary,  what  is  absolutely 
essential  and  what  can  be  deferred,  measuring  the  industrial  capacity 
of  the  people  to  see  how  the  demand  should  be  applied  to  our  total 
iadustrial  resources. 

That  is  going  to  be  necessary  if  we  bring  efficiency  and  democ- 
racy into  harmony.  At  present  there  may  be  as  great  activity  put 
upon  providing  proving  grounds  for  a  gun  that  will  not  be  built  in 
two  yean  as  there  is  in  providing  something  that  should  be  going 
into  the  next  ship;  and  the  ship  will  be  the  controlling  factor  of  what 
ws  are  able  to  do. 

It  does  DO  good  to  call  men  from  the  draft,  to  build  expensive 
camps  for  them,  to  provide  them  with  arms,  if  we  cannot  transport 
if  wo  eanoot  feed  them  in  the  field,  if  we  cannot  provide  the 
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ings  that  are  neceasao'  to  an  army.     It  is  thi«  neeeimty  for  per- 
•••     -'I  the  situation  that  is  the  most  needed  thin^  that  I  see  in 
II  and  the  thing  that  will  determine  wliat  the  finsneinl 
obicm  of  the  government  is  to  be. 

But  let  us  8up|K)se  that  it  is  to  be  nineteen  billion  dollars  within 

e  fiscal  year — and  the  figures  would  seem  to  indicate  that  that  is 

The  different  departments  declare  tliat  they  can  spend  the 

-nt  of  the  appropriations  up  to  that  total.     I  doubt  myself  if 

an,  but  that  is  the  l>elicf  of  the  people  who  are  respoosible  for 

«^  expenditure.     With  that  statement  in  mind,  the  Secretary  of 

'!'        iry  stated  prior  to  the  second  hberty  loan -that  it  would  be 

I  o  Hoat  fourteen  billions  of  bonds  this  year.     Tliat  state- 

«;ntirely  warranted  with  the  facts  Ijefore  him.     I  believe 

•  nsuii  will  be  a  very  much  smaller  flotation.     I  think  the situa- 

>n  can  be  so  managed  that  a  total  of  so  huge  an  amount  of  bonds 

od  not  be  presented  to  the  investing  public. 

Now,  on  the  hypothesis  of  nineteen  billions,  we  would  have 

ised  two  billions  from  the  first  liberty  loan,  which  was  sold  in  the 

>t  fiscal  year  but  paid  for  in  this.     We  would  get  a  minimum  of 

billions  from  the  second  liberty  loan.     Happily,  it  will  be  con- 

ii)ly  over  that.     The  optimistic  view  is  that  we  will  get  four 

llion  dollars  from  taxation.     That  would  leave  ten  billions  from 

'•        :  bonds. 

t  he  almost  religious  fervor  that  has  been  manifested  in  the 

lie  of  these  bonds  it  is  entirely  possible  tliat  that  amount  of  bonds 

'  '  '       old,  but  in  my  opinion  that  amount  of  bonds  will  not  be 

1  would  rather  make  a  forecast — and  remember  that  it 

on  the  most  inadequate  data,  that  it  is  entirely  personal  and  subject 

)t  only  to  what  can  be  spent  but  what  may  still  be  appropriated 

kd  spent  during  the  fiscal  year — but  I  can  guess  that  we  might 

ork  the  situation  somewhat  tliis  way:    receiving  from  the  first 

V  loan,  two  billions;  from  taxation,  four  billions;  from  short- 

!  reasur>'  certificates,  let  us  say  a  possible  total  of  four  billions; 

om  the  second  liberty  loan  now  sold,  somewhere  between  three  and 

ur  billions;  from  War  Savings  Certificates,  of  which  I  shall  speak 

ter,  jK)ssibly  a  billion.     Now,  with  those  resources  there  would  bo 

't  only  the  task  of  providing  from  future  liberty  loans  four  or  five 

oillions  to  make  the  total  nineteen  billions     four  or  five,  depending 

on  whether  three  or  four  are  realized  from  the  loan  just  closed. 
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I  tae  no  raiton  why  there  should  not  l>e  a  very  large  amount  of 
done  with  the  ehort-terra  treasurj'  note.    The  government 

b(*c«me  the  great  purchaser;  the  government  is  conducting  m 
fraat  i^art  of  the  business  of  this  country.     These  short-term  trcn 
ory  DOtflt  are  in  effect  government  commercial  paper.     They  m 
MtiratX  P*^>PV  ^^^  *  ^"^  ^  ^^^^  ^^  ^^^^^  ^^  capacity  in  the  bank 
itm  iittt>irm  to  readily  carry  the  total  of  four  billions.    It  would 
raquire  but  a  shade  over  10  per  cent  of  the  resources  of  each  !)ank 
invwled  in  ihase  ihort-term  treasury  warrants  to  make  up  a  totnl 
of  four  billions. 

I  want  to  explain  something  of  the  War  Savings  Certificate 
I  want  to  take  you  into  my  confidence  and  tell  you  just  what  we  ai 
going  to  do  later  with  this  scheme  of  War  Savings  Certificates. 

In  the  art  authorizing  the  second  liberty  loan,  Congress  granted 
authority  to  the  Secretary  of  the  Treasury  to  issue  two  billion  dol- 
lars  of  War  Savings  Certificates.  The  act  declared  that  they  should 
not  run  avtr  five  years  and  that  it  was  unlawful  for  a  person  to  hold 
more  than  a  thousand  dollars.  In  other  respects  the  matter  is  left 
wholly  to  the  discretion  of  the  Secretary.  He  has  done  me  tli 
honor  of  appointing  me  chairman  of  the  committee  to  work  out 
the  details  and  the  flotation  of  these  two  billions  of  War  Saving'^ 
Certifienlflik 

We  have  had  the  experience  of  England,  which  has  been  o 
tranaljT  successful,  but  in  viewing  that  experience  we  have  decide 
to  depart  materially  from  the  English  plan.    The  English  plan  ma(i 
the  maturity  of  each  certificate  five  years  from  the  date  that  the 
oiooe>'  was  paid  into  the  post  office.     The  date  of  payment,  thero- 
fore,  had  to  be  officially  noted,  and  the  dealing,  therefore,  had  to  1 
OBlirely  with  the  poet  office. 

I  desired  to  evolve  a  plan  whereby  people  would  not  be  (^on- 
to dealing  with  the  post  office,  whereby  there  would  be  tli 
factlitaes  for  offering  these  securities  for  sale.     It  was  net'c- 
sary  to  have  either  a  fixed  maturity  and  a  changing  price  or  a  change 
able  maturity  and  a  fixed  price.    We  chose  the  fixed  maturity  and 
the  obligilaon  of  the  United  States  will  be  issued  as  of  January  J 
I9ia,  to  maliire  January  2,  1923.    It  will  be  in  the  form  of  a  lar^. 
sUmp,  printed  in  green,  executed  by  the  Bureau  of  Printing  and 
Bnpmving.    That  stamp  will  sell  in  the  month  of  January  at  fotn 
dollan  and  twelve  cento.     Four  dollars  and  twelve  cents  at  four  per 
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eent,  at  compound  interest,  eompoundwl  quArteriy,  would  Amooiii  to 
five  dollars  at  the  6od  of  fire  yean. 

When  a  purehaeer  buys  hie  fint  stamp  he  will  be  giTen  a  eertii* 
eate  on  which  there  are  spaces  for  attaching  twenty  of  theee  ftnmfs 
When  the  purehaeer  buys  his  first  stamp  and  attaehes  it  to  the  eei^ 
tificate  his  name  is  written  with  his  address  and  street  address.  He 
then  hail  nil  the  rights  in  respect  to  one  stamp  that  he  would  hare  io 
respect  to  a  certificate  filled  with  stampe  and  there  is  the  ineeDlive 
to  add  more  because  of  the  vacant  places.  If  he  holds  thai  untfl 
maturity,  January  1, 1023,  he  can  get  at  any  poet  office,  five  dollars. 

Now,  it  is  the  intention  of  the  govemment  thai  he  should  bold 
lo  maturity,  but  if  his  exigencies  are  such  that  he  needs  the  moBsgr 
before  maturity,  be  can  at  any  time,  at  any  poet  office,  on  ten  days' 
not  '      '     paid,  plus  one  cent  a  month  in  respeeitoeoeh 

st^i  1         :>  per  cent— a  little  less  than  3  per  eeniaimple 

int  i  there  is  an  advantage  in  his  carrying  it  to  nuiturily; 

but  II  <*y  sooner  he  can  get  it  at  any  poet  office. 

N  •  •  >8e8  tills.    It  will  be  contained  in  an  eoTelope 

which  will  inform  the  finder  that  it  is  of  value  only  to  the  owner,  and 
the  finder  need  do  nothing  but  drop  it  into  the  nearest  post  office  box 
without  postage  or  further  address.  The  poet  office  will  return  it  to 
the  owner.  Suppose  a  dishonest  person  finds  it  and  undertakee  to 
forge  the  name  of  the  owner.  If  he  doee  that  succeesfully  and  the 
poet  office  pays  him,  the  owner  has  lost  his  money.  If  the  doco* 
ment  is  burned  up  or  otherwise  disappears,  the  owner  has  lost  his 
money. 

The  prospective  purchaser  may  say,  "That  will  not  do.  That 
is  not  satisfactory.  I  want  greater  safety."  Very  well,  the  gov- 
er!  Ters  greater  safety.    If  the  owner  chooees  to  go  to  a  post 

oih  nave  this  registered,  the  stamps  that  he  has  attached  to  it 

are  cancelled ;  if  he  will  then  go,  whenever  he  attachee  an  additional 
stamp,  and  have  that  registered,  he  is  then  in  a  positioo  where,  if  it 
is  stolen,  lost  or  destroyed,  it  is  nothing  more  than  a  pass  book  and 
the  post  office  will  pay  to  the  rightful  owner,  whether  be  produces 
his  certiiioate  or  not. 

For  the  purpose  of  acciunulating  four  dollars  in  small  amounts, 
the  government  will  issue  a  small  stamp,  the  sise  of  a  postage  stamp. 
It  is  ( allod  a  thrift  stamp,  ooets  twenty-five  cente  and  there  is  a  thrift 
card  given  upon  which  there  are  places  for  sixteen  of  these  stamps. 
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^i^t  ii  filM,  it  can  be  exchanged,  with  twelve  cents  or  thirteo 
or  whatever  the  price  in  the  month  of  the  exchange  may  I 
for  one  of  ibe  other  ttamps  that  bear  interest.    These  thrift  stani]  > 


Now  we  hope  to  raise  two  bilHon  dollars  with  these  small  obH- 
But  that  is  the  smaUest  thing  that  we  hope  to  do  with  this 
We  hope  to  impresB  thrift  upon  this  people  and  we  hope 
to  rmny  over  the  idea  that  this  country  cannot  produce  twenty  bil- 

dollan  ol  goods  for  the  government  unless  people  will  be  cco- 
,  Mwl<^  they  will  refuse  to  employ,  on  unnecessary  work- 
unnecessary  things,  the  labor  which  the  government  needs 
upon  the  things  that  it  requires  for  the  war.  That  is  the  great  les- 
too  ibal  we  want  to  impress  and  the  great  good  that  I  see  that  will 
flow  from  this  War  Savings  Certificate  plan. 

And  it  is  a  lesson  that  must  be  learned  not  alone  by  the  people 
who  ean  save  only  in  small  amounts,  but  by  everyone  of  Qs,  and  most 
of  all  by  the  business  man  who  wants  business  as  usual.  It  is  im- 
poMible  and  utterly  undesirable  that  we  have  business  as  usual.  It 
is  oecsMary  that  the  whole  available  man  power  of  this  country  be 
and  for  the  piupoees  of  the  government ;  and  the  man  is  unpatriotic, 
no  mailer  bow  much  money  he  has  in  his  pocket,  who  will  employ 
labor  to  do  an  unnecessary  thing  and  thereby  compete  with  the 
goremment  for  labor. 

I  do  not  take  a  pessimistic  view  in  the  least  in  regard  to  the 
future  of  government  finance.  The  demands  that  are  to  be  made 
upoQ  the  Treasury  are  huge  beyond  anything  that  we  have  ever 
known.  To  illustrate  how  great  they  are,  every  expenditure  that 
Ihas  government  had  made  from  1791  to  the  beginning  of  this  pres- 
to! year,  through  the  War  of  1812,  through  the  Mexican  War, 
through  the  great  Civil  War,  through  the  Spanish  War — every  ex- 
penditure of  every  kind  footed  a  little  over  twenty-six  billions;  and 
we  are  preparing  to  spend  nineteen  billions  in  one  year!  That 
somewhat  the  sise  of  the  task  with  which  we  are  engaged. 

Bui  thai  expenditure  is  not  all  of  the  unproductive  type.     We 

going  to  loan  seven  billion  dollars  of  that  nineteen  to  our  foreign 
We  are  going  to  spend  considerably  over  a  billion  in  the 
of  a  merchant  marine.  There  are  a  great  many  expendi* 
turss  that  are  of  more  or  len  a  permanent  character,  so  that  it  is  not 
aO  wasted,  not  all  gone. 
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But  whatever  the  amount  that  it  is  ncincmaij  to  raiie  and  I 

*  admit  the  difference  it  very  wide  between  what  the 

from  one  souroe  or  another  might  indicate — but 
tmount  IB,  there  ie  capacity  in  the  people  to  raise  it.  The  ftiH 
V  loan,  two  billions  in  extent,  was  taken  by  the  people,  not  by 
lukfl.  It  was  ail  abeorbed  within  a  very  few  weeks io  that  Umv 
radically  none  left  either  in  the  investment  account  or  in  eol- 

KIM  I  iil  iu  banks — the  most  amaiing  exhibition  of  financial  stfenglh. 

When  the  total  of  this  last  loan  has  been  announced,  we  will  know 

that  that  total  will  be  another  amasing  exhibition. 

The  judgments  of  the  Treasury  in  regard  to  tlie  type  oi  foinw, 

>  regard  to  the  amount,  the  form  of  offering,  etc.,  have  l>een  proven 

>  be  wise.    They  were  at  variance  at  times  with  the  advice  of  ex- 

i"  '* '^'i  men,  but  the  advice  of  experienced  men  was  at 

o:  mother.    Results,  it  seems  to  me,  have  very  fully 

strated  the  wisdom  of  the  Secretary  of  the  Treasury  in  the  various 
decisions  that  he  has  made  in  regard  to  government  finance  up  to 
the  present  time. 

I  have  gone  back  into  the  Treasury  after  an  absence  of  sixteen 

/ears  and  I  want  to  bear  just  a  word  of  testimony  to  the  effideoey 

of  that  great  business  machine.    It  is  one  of  the  most  eflldent  busi- 

•■SB  organijntions  in  this  country.    I  believed  that  was  so  when  I 

>  IS  in  the  Treasury  nearly  twenty  years  ago.     When  I  go  back  theie 

t'  I  tiiid  men  still  occupying  the  high  positions  that  they  oeeupied 

I  was  there,  or  other  young  men  that  I  brought  there,  because 

VM  i.u  ir  trained  ability,  now  occupying  places  of  importance,  I  know 

that  the  Treasury  has  not  been  raided. 

The  Treasury  is  still  the  efficient  machine  that  the  government 
oiic:ht  to  have  in  this  great  crisis.  I  believe  that  we  can  look  on  the 
lea  i<  i>!n|)  that  we  are  to  have  through  this  crisis  with  satisfactioo, 
and  I  l>elieve  that  whatever  turns  out  to  be  the  sixe  of  the  task,  the 
people  are  competent  to  meet  it  and  will  meet  it. 


WAR  TIME  BORROWING  BY  THE  GOVERNMENT     V 
By  MoBTmR  L.  Schiff,  \ 

Ktihn,  Loab  And  Company,  New  York  City. 

We  \uLve  not  boen  a  borrowing  nation  and  it  is  a  new  departure 
for  w  to  have  recourse  to  loans  to  provide  for  our  needs.      This  i 
rtry  apparent  if  we  compare  our  national  debt  with  that  of  oth( 
countrifa*.     Before  the  war,  ours  was  only  about  $11  per  capit.t 
/whOe  that  of  EIngland  and  Germany  was  about  $75  each  and  th:r 
I  of  FVance  about  $160.    The  war  has  changed  this  and,  as  closel 
I  at  one  caa  estimate,  our  per  capita  debt  has  risen  already  to  abou 
$70,  while  that  of  England  and  France  is  over  $500  each  and  that  of 
Germany  about  $350.     We  are  dependent  on  our  own  resources,  and 
it  is  our  own  people  who  must  find  the  funds  for  financing  our  ox 
pcnditures.     We  borrow  at  home  and  require  no  special  safeguards 
for  our  bonds,  such  as  some  nations  have  been  forced  to  provid^^ 
in  order  to  interest  foreign  capital.    With  us  there  are  no  question 
ioYolved  of  pledging  certain  revenues,  of  giving  collateral  security  oi 
of  having  lottery  features.    The  simple  promise  to  pay  of  our 
government  is  sufficient,  and  the  main  questions  which  our  authori- 
ties have  to  consider  are  the  amount  and  frequency  of  the  ofTerinp- 
ibe  pricejofjLssue,  the  rate^f  interest,  the  length  of  time  which  tin 
bonds  are  to  run  and  whether  they  are  to  be  taxable  or  not. 

It  is  the  policy  of  our  government  that  its  loans  shall  be  off  en 
for  public  popular  subscription  without  discrimination,  that  the 
be  issued  at  par  and  that  no  commissions  or  advertising  e\ 
shall  be  paid.    There  can  be  no  disagreement  as  to  the  fir 
proposition,  the  second  and  third  are  somewhat  open  to  question 
governments  have  never  hesitated  to  issue  bonds  at 
realiidng  that  this  is  simply  a  method  of  expressing  tli 
rate  to  be  paid.     In  addition,  there  is  a  certain  appeal  to  tli^ 
iawlor  in  a  bond  at  a  discount,  which  is  lacking  in  one  issued  at  par, 
iM  shown  that  in  the  former  case  there  is  as  a  rule 
of  the  market  price  advancing  towards  par,  than  in  th^ 
brttar  of  its  going  to  a  premium. 
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As  to  the  payment  of  oommiisionB,  EuropeBB 
Uavo  frxind  it  of  sdvBBtBffe  to  do  this,  Dol  only  in  ordar  to 
burec  ill  this  way  banks,  banken  and  broken  in  part  at  leaat  for 
their  out-of-pocket  expenses,  but  also  to  enoooraice  and  sttmulato 
ef>'  iotiM.    MueboBBba 

sai  .    iniiU*riallyiaplBaiBi 

our  loans  in  this  country,  I  think  we  can  continue  to  do  wtthooi  it 
and  r<*ly  iipnii  th<>  patriotisn  '  '^  'I  Bfenciei  to  do  their  otaMil 
to  hccun*  Mih^rnpiions,  evit  coats  them  money  to  do  so. 

The  same  holds  true  of  advertisinK  expenses;  with  the  mass  of  new^ 
paper8  and  publioations  of  all  kinds  circulating  in  this  eonntry,  the 
eost  of  paid  advertising  would  probably  be  prohibitive,  as  all  woold 
have  to  receive  consideration  for  political,  if  for  no  other 
Th^s>*Btem,  which  Seeretary  McAdoo  has  adopted,  of  central 
mittees  in  each  federal  reserve  district,  with  a  mass  of  loeal  and 
trade  committees  to  assist  them,  is  probably  the  best  method  at  oor 
disposal  to  reach  all  the  people  of  this  country.  It  has  been  inapirinf 
to  see  the  readiness  with  which  men  and  women  have  ipven  their 
time  and  effort,  to  say  nothing  of  their  financial  contributions. 
F<>  in  the  Second  Federal  Reserve  District,  about  which 
la  [  ined,  it  is  estimated  that  the  committee  in  the  recent 
loan  had  made  available  to  it  by  advertisers  an  amount  of  free  ad- 
v«  r  * 'r,  would  have  cost  at  least  $1,000,000. 

11  ice  has  worked  exceedingly  well  and 

has  created  a  tremendous  volume  of  enthusiasm  and  cooperation, 
which       V  have  been  secured  in  any  other  manner. 

'1 1  ()  be  offered  at  any  one  time  must  be  determined 

not  only  by  the  financial  needs  of  the  government,  but  also  by  the 
power  of  absorption  of  the  public.  England  made  her  loan  of  last 
February  an  open  one,  with  no  fixed  minimum  or  maximum,  and 
lecured  over  $5,000,000,000  from  about  8,000,000  subscriberi. 
Our  first  loan  was  limited  to  $2,000,000,000  and  the  recent  one  was 
in  tin*  nature  of  a  compromise,  with  a  minimum  of  $3,000,000,000  and 
BB  over-allotment  to  a  certain  extent  permitted.  Theoretically,  the 
b*^-  i^  an  open  loan  in  order  not  to  be  limited  to  the  aUotment 

of  lite  amoimt.    E^ch  subscription  then  becomes  an  aelQBl 

purchase  and  the  machinery  is  much  simplified.  It  is  always  easier 
to  Hell  securities'^outright  than  to  offer  them  for  subseriptioQ,  subjeel 
to  aUotment.    This  has  been  recognised  in  the  last  issiie  by  the 
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of  ptymant  in  full  aud  allotment  at  once  of  subscriptions 
ol  hm  iKaa  $1,000,  with  immediate  delivery  of  temporary  bon( 
Tlie  nudl  ttilMcnbcr  docs  not  want  to  sign  a  subscription  blan] 
mtkd  A  dapCMii  and  then  go  through  a  considerable  amount  of 
tape  bdora  he  geta  the  actual  bond.  He  wants  to  pay  for  ai 
iwaive  hit  bood  without  any  formality  and  with  the  minimum 
boiber.  The  wune  holds  true  to  a  great  extent  of  those  who  ai 
wiOilV  and  able  to  take  larger  amounts.  It  seems  doubtful  to  m< 
hoiravw,  whether  the  country  is  ripe  for  an  open  offering  and  I  ai 
iadioed  to  believe  that  the  best  results  will  be  secured  if  we  contim 
for  the  preeent,  at  least,  the  policy  of  offering  a  definite  amount  wil 
a  partial  or  possibly  even  an  entire  over-allotment  permitted.  Tl 
reeeoi  loan  has  furnished  conclusive  evidence  that  the  America 
tenperameQt  requires  the  stimulus  of  having  a  mark  to  shoot  ai 
It  is  apparent  that  the  success  of  the  offering  was  due  primarily 
eveO'  <li«trict,  every  locality,  every  agency  knowing  what  it  wi 
expected  to  do  and  striving  to  provide  its  quota.  The  allotment 
a  definite  share  of  the  responsibility  to  each  community  and  to  evei 
^■^ftfHft^  institution  has  proven  its  effectiveness,  and  I  am  convin< 
that  if  it  had  not  been  possible  to  make  this  appeal  to  local  pri< 
and  individual  rivalry,  no  such  amounts  of  subscriptions  could  hai 
beenaeeured. 

The  matter  of  timing  the  offerings  is  fraught  with  consideral 
difficulty.  It  would  be  best,  of  course,  if  there  could  be  a  sul 
eiently  long  interval  between  issues  to  enable  the  accumulation 
profits,  income  and  savings,  but  with  our  enormous  require meni 
Ibis  may  not  be  feasible  and  it  may  be  that  our  offerings  must  f  olh 
each  other  in  rather  quick  succession.  England,  however,  has  foi 
it  posrible  to  let  a  longer  period  elapse  between  offerings  and  to  re] 
ID  the  meantime  on  receipts  from  taxation  and  on  short  time 
rowing.  Even  in  Germany,  where  there  has  been  apparently  vei 
iiitJe,  if  any  war  taxation,  there  has  been  an  interval  of  at  least 
months  between  issues.  In  the  recent  loan,  we  found  that  the 
from  corporate  employee  was  inferior  to  that  in  the  first  loi 
tb^  had  not  yet  completed  their  payments  on  the  bonds  ol 
the  ftnt  issue  to  which  they  had  subscribed  and,  therefore,  were  not 
dieposed  and  probably  not  in  a  position  to  pledge  any  considerabl 
'"f**^  •poonts  of  their  wages  and  salaries  in  partial  payment  f<» 
to  the  new  issue.     Another  reason  for  avoiding,  n 


Wak  Timk  Borrowing  bt  trb  Oovbrmmbjct  41 

poflsible,  offeringiB  coming  in  too  quiek  wippwrion,  is  that  both  Um 
public  and  the  workeiB  must  be  given  a  rcvt;  othenriBe  anlliiaiMni 
is  apt  to  be  lesaened  and  the  iMue  may  fall  flat.  The  moat  effeetiip* 
method  would  be  to  so  time  our  iasues  aa  to  follow  and  bare  dirtei 
rrl  HueeeeMa,  or  even  failures.    Thia  would  maka  the 

ta.-  ^        (>ondBmuch  eaaier  on  account  of  the  payehologiaal 

effect  on  the  people  of  such  happenings,  but  I  realiae  that  thaa  prcK 
oedure  is  hardly  feasible. 

The  mot$t  important  queation  which  the  Treaaury  Department 
has  to  determine  in  the  case  of  each  issue,  subjeet  of  oourse  to  the 
air '  iven  by  Congress,  is  the  rate  of  iniereft,  aa  with  our 

pen  !iK  bonds  at  par,  it  is  this  which  expreaaes  the  offeriaf 

price  and  the  return  which  the  bonds  yield.  If  our  people  are  to 
invent  n'a<lily  in  K<)V(>rnment  bonds  we  must  induce  tbam  to  do  ao 
by  offering  tlieni  proper  terms.  It  is  all  very  well  to  depend  upoo 
patriotism  for  the  sale  of  a  certain  amount  of  bonds,  but  the  tre- 
m« '  imH  which  this  war  requires  to  be  raised  by  loana  can  ba 

fori  i:  only  if  the  economic  inducement  to  subeeribe  is  pit>> 

portionate  to  the  yield  of  other  investments.     Experience,  both  here 

road,  ha.«<  shown  th-  many  8ul)6cribe  from  patriotic  . 

;^  and  with  little  con-  .      :   .n  to  the  yield  of  the  bonda,  the  I  v 

lin  appeal  must  1h'  based  on  the  quality  and  attractiveneas  of  the'v  ^  ^\ 
X  "If  a8  an  investment.    No  citizen  has  the  right  in  timea  of  "^ 

wui  •  st  his  savinRs  a«  he  likes,  looking  only  to  the  security  of  \ 

the  principal  and  the  opportunity  for  profit.     Business  cannot  and  j^ 

must  not  ^o  on  as  usual  during  war  and  priority  must  be  given  Iba 
nce<is  of  tlie  government,  Ix?  they  for  steel,  coal,  money  or  any  other 
commodity.  But  a  fair  price  must  be  paid  for  money,  just  as  for 
an  ]se,  even  though  the  government  is  entitled  to  the  lowest 

p<>  .   unrest  rate  and  to  have  it^  needs  supplied  before  those  of 

private  enterprise.    The  general  trend  of  the  investment  market  can- 
no'  (impunity.     A  certain  nuu^  between  the  yield 
of  ^                        ids  and  those  of  other  high-grade  investmenta  is 
permissible;  if  this  margin  is  stretched  too  much  the  public  may  not 
•1.     For  the  government  to  pay  a  lilK»rftl  rate  of  interest  on  ila 
^  the  wisest  policy.     It  draws  small  and  large  savinfi  to  the 
•  asury  and  thereby  discourages  extravagance  among  the  people 
Making  it  easier  for  the  country  to  obtain  the  thinfi 
war.     The  rate  of  interest  depends  also  on  whether 
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■irindpil  aii<l  int«re«t  of  the  bonds  arc  taxable  or  not  and,  if  so,  to 
whAi  aieot.     It  is  readily  seen  that  the  higher  the  rate  th(   '■ 
oteaMiiy  there  is  for  full  or  partial  tax  exemption,  but  on  the  <> 
\^fut  if  the  rate  is  too  liigh  the  effect  on  other  securities  is  bad  and 
ifsuli  In  eerious  collapse.     With  our  enormous  retiuircim 
usi  attract  ail  capital  and  savings,  be  they  luri 
It  has  been  said  that  making  bonds  tax  free  is  a  discrimina 
the  ff««^l  subscriber,  but  is  not  the  reverse  also  t 
Wl^  ara  not  taxable  bonds  just  as  much  a  discrimination  ag:: 

subscriber,  whose  ready  response  to  government  loans  is  ai 
equally  important?  Would  it  therefore  not  be  best  if  we 
the  subecriber  the  option  to  take  either  a  tax-free  bond  hcar- 
inga  eomparatively  low  rate  of  interest,  or  a  taxable  one  at  a  rate  ap- 
pitHKinMUang  the  return  on  high-grade  taxable  investments?  The 
dtffferaooe  between  the  two  could  be  about  the  average  income  tax 
CO  largBf  incomes,  so  that,  except  in  special  instances,  which  would 
probably  not  be  very  numerous,  the  net  return  of  both  classes 
would  be  Bubetantially  the  same.  Some  specially  situated  might 
get  some  advantage  from  such  a  policy,  but  that  can  hardly  h 
avoided  when  we  are  dealing  with  matters  of  such  magnitude. 

I  favor  the  amortization  of  government  loans  by  sinking  fund 
payments,  as  heavy  maturities  are  thus  avoided.     We  are  borrowing 
at  low  rates  of  interest  compared  to  other  belligerents,  and  are  knd- 
ing  to  our  Allies  at  the  same  moderate  rates.    Would  it  not  be  Ix  t  ter 
for  us  all  if  an  amortization  charge  were  added  semi-annually  so  that 
rspsyment  were  spread  over  a  number  of  years,  instead  of   the 
nitre  amount  coming  due  at  one  time?     If  such  a  pohcy  were 
lisdopted  it  might  be  well  to  limit  our  special_laxation  for  war  pur- 
/poses  to  an  amount  sufficient  to  provide  for  the  interest  and  sinkiru 
v^fuod  oo  such  bonds  as  may  be  issued.     In  fixing  the  method  of  n 
payment,  we  must  have  in  mind  not  only  ourselves,  but  also  our 
and  be  guided  to  a  considerable  extent  by  what  is  most  con- 
it  and  least  onerous  to  them.     It  may  be  necessary  for  this  or 
for  us  to  continue  the  policy  of  a  fixed  maturity,  with 
the  hoods  sabject  to  redemption  at  an  earUer  date,  in  whch  case  tl' 
^  y^        aatorilj  to  be  seleeied  will  depend  upon  various  factors.     If,  i' 
^    y         V  <wdsr  to  make  the  issue  a  success,  a  high  rate  of  interest  is  necessary 
•      the  hoods  should  have  a  comparatively  early  maturity,  as  it  is  i  > 
of  the  government  that  such  a  loan  be  refunded  into  a  1< 
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intereet-bearing  iMue  at  the  earliast  poHible  mocneot.  It  mtirt  ooi 
be  overlooked,  however,  that  the  higher  the  rata  the  more  dnwiwii 
the  investor  ie  to  insure  the  reoeipt  of  eueh  return  on  his  inveetaaol 
for  the  longest  possible  period  and  the  longer  the  life  of  sueh  a  bond, 
the  more  attraetive  it  becomes.  8bort  time  loans,  sueh  as  cor 
rxi.MtitiK  issues  of  Certificates  of  Indebtedness,  are  the  easiest  tyjm  of 
urity  to  Hell,  as  they  have  a  special  appeal  to  banking  institutiona 
Hiid  are  for  them  a  particularly  attractive  form  of  investmeni. 
But  that  i8  after  all  only  temporary  financing.  In  long  time  bor^' 
rowing,  the  effect  on  posterity  must  also  be  considered.  If  the  lif«* 
of  the  bonds  is  very  long,  it  is  not  fair  to  future  generations;  if  it  in 
very  short,  the  burden  is  too  great  on  the  present  one.  The  middle- 
road  is  probably  the  beet,  and  I  am  inclined  to  think  that  unless  the 
rate  of  interest  must  be  nmterially  increased,  a  nuiturity  of  from 
twontytotjttrty  srears  is  probably  the  most  desirable,  both  from  the 
8tan3pointof  the  government  and  of  the  investor. 

Of  course,  in  the  case  of  each  issue,  there  are  many  quemons  oi 
detail  which  must  be  settled,  but  as  we  become  more  egperianead, 
these  become  simplified  an^  more  and  more* definite  rules  can  be 
laid  down.  Such  are  the  sizes  of  the  pieces,  the  machinery  of  re- 
ceiving subscriptions  and  of  delivering  bonds,  the  dates  for  pa3rment, 
paKial  payment  plans,  terms  of  convertibility  into  future  issues,  war 
savings  ccrtiticates  and  their  relation  to  long  time  issues.  The  latter, 
as  well  as  partial  payment  plans,  are  of  great  importance,  as  the  loan 
of  his  savings  to  the  government  must  be  made  simple  and  con- 
venient to  the  small  investor.  It  is  towards  him  particulariy  thai 
most  of  the  educational  work  has  to  be  directed  and  the  result  has 
shown  that  the  man  of  moderate  means  and  the  wage-earner  can  be 
induced  to  invest  in  government  securities,  even  though  heretofore 
they  may  not  have  been  buyers  of  bonds.  The  only  class  which  it 
seems  difficult  to  reach,  are  the  farmers,  and  the  response  from  them 
appears  to  have  been  unsatisfactory.  It  is  strange  that  this  should 
be  so,  as  they  are  so  prosperous.  Their  burden  of  taxation  Is  eom- 
paratively  light  and  the  least  we  can  expect  is  that  they  subscribe 
liberally  to  government  loans. 

The  subscribers  to  small  amounts  find  often  considerable 
difficulty  in  providing  for  the  safekeeping  of  the  bonds  they  porehaaa. 
Most  of  them  have  no  facilities  for  this  purpose  and  many  of  them 
do  not  appear  to  have  even  a  bank  account    Biany  banks,  tnvl 
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^1,(1  safe  deposit  oompanies  have  offered  their  services  f 

foMlw  1f>'''*g  OAf«  of  hmited  amounto  of  the  bonds,  but  these  small 
inwcrton  do  not  as  a  rule  know  how  to  go  about  it  to  avail  thoin- 
g^Y^  of  Uwse  facilities,  even  when  they  are  available.  The  f^ov- 
vamtBi  aliould  provide  some  system  by  which  the  small  subscrihor 
would  ha^rt  a  minimum  of  trouble  and  no  expense  in  prof>erIy  safe- 
kwpini  the  bond  or  bonds  which  he  purchases.  We  mi^ht  well 
follow  the  example  of  HnRlnnd  and  utilize  the  federal  reserve  Ijanks 
in  this  countr>'  in  a  capacity  similar  to  that  of  the  Bank  of  England 
in  Cireat  Britain.  As  I  understand  it,  any  holder  of  British  pjovern- 
owot  saeitritMi  can  take  them  to  the  Bank  of  England,  have  Mkm) 
iMeribad  in  one  or  more  names  and  receive  therefor  a  receipt,  wiiK  h 
is  traarferable  only  on  the  books  of  the  bank.  If  the  receipt  is  lost 
or  mislaid  the  owner  does  not  suffer  as  the  inscription  on  the  l)<>  •' 
ol  the  bank  is  controlling  and  all  that  he  has  to  do  is  to  prove  m  1 1 
he  is  the  party  in  whose  name  the  securities  are  inscribed.  He  need 
not  produce  the  receipt,  as  long  as  he  can  prove  ownership.  Intoi '  <t 
is  paid  by  mail  to  inscribed  holders,  unless  otherwise  instructed,  mi 
if  desired,  the  Bank  oC  England  will  invest  in  government  securities, 
the  interest  accruing  to  holders  of  amounts  of  less  than  £  1 ,000. 

Under  the  terms  of  the  recent  War  Revenue  Act,  Certificates  of 
lodebtedneaB  issued  under  the  act  of  April  24,  1917  and  any  suhsv 
qneot  act  or  acts  are  made  receivable  in  payment  of  income  and 
msetm  pro6ts  taxes.    There  seems  to  be  no  good  reason  why  they 
iboiild  not  be  made  receivable  also  in  payment  of  federal  inheritance 
or  eilnla  taxes.     In  fact,  it  should  be  provided  that  not  only  Certifi- 
cnlaa  of  Indebtedness,  but  all  government  bonds  issued  under  any  of 
the  war  acts  be  permitted  to  be  used  to  pay  the  transfer  tax  on  th* 
ulntu  of  a  decedent.     I^eaving  aside  any  consideration  of  wh<   ' 
it  is  wise  or  proper  to  utiUze  an  increased  inheritance  tax  a.s  a 
revenue  measure  and  to  place  special  penalties  on  the  accident  oi 
denth  during  the  war  period,  as  well  as  of  the  fact  that  no  pro\ ' 
it  made  for  an  abatement,  if  an  estate  changes  hands  more  than 

a  certain  period,  the  actual  payment  of  the  tax  should  b< 
as  Uttie  onerous  as  possible  and  such  as  to  cause  the  least  dis 
in  the  investments  of  an  estate.  As  the  law  now  is,  tb 
tax  must  be  paid  in  cash  within  one  year  after  the  death  of  th( 
twtnlor,  which  means  hquidation,  possibly  forced,  of  a  consider 
imtoi  of  an  ettatOy  while  if  the  option  were  given  to  pay  th<: 
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}h'   a    J4Ir;if     IJnillCrllM'Ilt    l<>    Ur.uli 

iorable  portion  of  their  capital  in  n  such  teeuiitiei,  which 

ujirr  thiir  •Iratti  coulil  bc  w*.'  !  '  An  additiooAl 

tnarkt-i  i<>i  U"  w  i  i.iiicnt  boitx  i.    An  inter  gat 

^  provinion  of  the  Knglinh  practice  im  that  t>ondt  are  aooepied  is 
;  '    '  '   ith  duties,  exceaB  prof  '  or  munitkio 

|Ki  if  the  bonds  hnve  )<  i  continuoosly 

date  of  the  orifcinaJ  subecription  or  for  a  period  of  not  Icm  than  six 
montliM  iinino<liately  prec<  '        *'  '    'rath  or  before  suok 

exce«<f4  protit.s  iluty  or  munit.  nts  beeome  doe  aiid 

payable. 

One  of  the  greatest  handicaps  to  the  Hucccwtul  liotauoo  ol 
government  issues  is  a  weak  and  rapidly  declining  market  for  eorreiil 
securities.  People  do  not  feel  encouraged  to  subscribe  even  to 
national  loans  when  they  see  their  other  investments  shrink  alarm- 
ingly in  value  and  when  they  find  it  impossible  to  Uquidate  exeepi 
^i  great  loss.  Of  course,  the  government  cannot  artificially  stimu-  ^ 
lat  -.  but  it  can  avoid  doing  such  thingi  as  cause  kiM  ^  N 

Co  '   and  destroy  real  values.     All  that  is  needed  is  proper         j 

><>pcration  by  all  governmental  agencies  in  seeing  that  business        ^ 
and  industry  are  not  handicapped.    Fair  rates  for  railroads,  proper  .     r 

methods  of  taxation,  sympathetic  consideration  of  industrial  prob- 
u8  and  difficulties  are  far  better  selling  arguments  for  govemmeal 
111'  kIs  of  posters  or  the  most  inspiring  of  speqpbea. 

i  in  my  province  to  discuss  taxation  or  express  an 

:>inion  whether  the  program  adopted  by  Congress  is  a  wise  one  or 
not.  I  wish  only  to  point  out  that  the  investing  power  of  the  eooD- 
try  is  dcpendcMit  to  a  great  extent  upon  its  ability  to  earn  and  Mve 
I  id  that  anything  which  affects  this  or  handicaps  business  is  certain 
lo  react  unfa\  *'  upon  issues  of  government  bonds.  li-haa  \> 
been  said,  tha;  final  analysis  the  tokens  of  exehanga  wbieb    ^^  M 

we  call  money  are  but  a  convenient  method  of  evidencing  what  they 
n  : aely,  goods  aiid  labor.     If  thin  in  nn  nndjl  imnnii  tn  me 

^  •  \vs  that  taxation  is  but  another  term  for  forced  labor  or 

conuiiandeered  goods,  and  government  borrowing  the  acquisition 
( :    '  ho  state,  with  payment  deferred  until  a  Uier  data,  and 

r  IS  interest — paid  in  the  meantime.    In  some  coounoBi- 

he  option  is  still  given  the  taxpayer  to  pay  his  local  taxes  either 


^/ 


e 
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1^  0^  or  by  ft  oerUin  number  of  days'  work  on  the  public  roads, 
vhkii  11  but  an  e\ndencc  of  the  recognition  of  this  oconomic  fact. 
Itov  eaa  be  no  doubt  that  the  state  has  the  right  and  is  justified 
lo  cmuamMkdtet  or  take  without  compensation  a  certain  amount  of 
L«  llMflilteo't  services  or  production,  but  it  should  not  take  more  than 
.  Ii^  (ga  tpara  without  serious  detriment  to  his  standard  of  living  or 
\  Ibe  pftiper  devotopcnent  of  his  business.     Otherwise,  the  result  will 
I  bo  dMMlraw  and  its  effect  will  be  curtailment  of  industry,  brcak- 
Vdova  of  eAotavyy  destruction  of  material  prosperity  and  last,  but 
Boi  least,  national  discontent.     Excessive  or  unscientific  taxation  is 
fKNUid  to  have  aa  unfavorable  effect  on  government  borrowing,  as  a 
liinooleoted  people  will  not  respond  readily  to  an  appeal  for  its 
iviofi,  to  say  nothing  of  the  reaction  on  its  ability  to  save.     It  has 
I  thai  the  power  to  tax  carries  with  it  the  power  to  destroy 
that  it  certain  to  be  the  result  of  an  unwise  fiscal  policy.     Opin- 
may  readily  differ  as  to  the  amount  to  be  raised  by  taxation, 
the  important  consideration  is  not  so  much  whether  a  larger  or  a 
amount  should  be  provided  by  a  revenue  bill,  but  the  meth- 
ode  by  which  such  revenue  is  raised.     Taxation,  in  order  not  to 
uileiiefe  with  government  borrowing,  must  be  based  on  sound  and 
■nJnntifiiT  eoonomic  principles  and  must  not  be  haphazard  in  charac- 
ter to  meet  political  or  other  considerations. 

For  the  balance  of  its  needs,  after  having  recourse  to  taxation, 
the  elate  must  rely  mainly  on  the  sale  of  its  bonds,  that  is,  on  bor- 
rowing the  labor  and  goods  of  its  people.  This  lending  of  their 
servieee  and  production  must  be  voluntary  on  the  part  of  the  people, 
but  the  man  who  does  not  place  at  the  dispasition  of  the  government 
al  leeet  part  of  the  cash  proceeds  of  his  labor  or  goods  is  just  as  dere- 
ttd  in  his  duty  as  he  who  otherwise  eligible  avoids  military  service. 
In  order  to  make  available  the  enormous  sums  which  the  war 
will  require  this  country  to  raise  by  bond  issues,  the  government 
must  be  prepared,  if  necessary,  to  monopolize  the  investment  market. 
Not  only  ean  corporate  securities  not  compete  with  those  of  the 
■atioa  in  their  appeal  for  the  savings  of  the  people,  but  even  state 
aad  OMmsdpal  hoods,  attractive  as  they  may  be  on  account  of  their 
mam^^km  from  taxation,  must  give  way  to  the  federal  necessities. 
Aa  kmg  ae  fovemmental  offerings  are  limited  in  amount  and  issued 
— |y  at  iafrequMit  intervals,  there  may  be  room  for  the  utilization  of 
eowe  of  the  national  reeoqroei  for  other  financial  requirements,  but 
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U.S  <(>nu  a-  «*iir  k'<'\*-rnriiont  loan  f oUows  aaoibfir  in  quick  •ueMHioa 
^uixi  h'l  l:iix<-aiiiiKiiit-.thefijianouda(liaiiftkNiifa|HtobeiiiaiiyMlo 
prevent  the  successful  placing  of  other  Meuriiies.  It  may  be  mid 
iIa*  '  borrowers  oao  tempt  money  out  of  Ibe  poekeli  ol  ibe 
rx  ( he  attract!  venees  of  the  terms  tbey  offer,  but  efven  if  Ibk 

1  t)le,  it  should  not  be  permitted  in  the  interest  of  the  country  at 
i.ir^r     The  truest  democracy  lies  in  the  subordination  of  the  in- 
dividual to  the  oommon  good  and  the  needs  of  the  nation  miMt  be 
paramount.     But  how  then  are  cor}H)rations  and  our  political  sub> 
diviiiionH  to  finance  those  needs,  such  as  refunding  and  afasoltttflljr 
ueceKMary  addition,  betterments  and  improvements  whieh  are  im- 
perative and  cannot  be  postponed,  if  they  are  unable  or  not  per^ 
niitted  to  sell  their  own  securities?    It  seems  to  me  that  there  it  but 
one  logical  answer  to  this  question.    The  national  Treasttry  may 
ve  to  provide  funds  for  this  purpose  just  as  it  is  financing  the  needs 
oi  our  allies  in  this  country.     Our  Allies  must  have  the  goodi  whieh 
wo  and  we  only  can  supply  and  oucgfiXBmment  is  furnishing  them 
r  liJiic  credit  with  which  to  makepayment,  not  only  because  that 
( ipal  contribution  which  we  can  make  at  the  present  lima 
t  >  tie  against  autocracy  and  brutality,  but  even  more  so 

because  no  such  sum  as  they  need  could  be  found  in  the  investment 
markft  of  this  country  and  what  could  be  provided  would  be  at  sueh 
prohibitive  cost  as  to  interfere  seriously  with  the  financial  stability  of 
everything  else.  I'he  same  holds  true  of  our  own  internal  needs,  and 
it  is  very  apparent  that  heavy  taxat  nent  borrowing 

has  had  its  effect  already  upon  the  .  orporale  entef^ 

prises  to  raise  money.     Look  at  the  basis  upon  which  prime  railroad, 
'    '  .  '  rial  and  public  service  bonds  are  selling,  figure  the  ooit  of 
corporate  financing  and  there  ean  hardly  be  any  doubt  thai 
the  end  is  almost  at  hand,  if  not  already  reached. 

The  only  securities  which  can  compete  are  state  and  municipal 
bonds  and  that  because  they  are  free  of  all  taxes.  This  is  apt  lo 
make  them  more  attractive  to  the  hirge  investor  than  government 
bf)!  or  partially  taxable.    Some  meana 

m:i  i  the  amount  and  time  of  sneh  offer- 

ings  and  if  the  government  should  have  to  oome  to  providing  funds 
for  '  '  orporate  enterprise,  it  may,  even  though 

noi  .'to  include  in  such  a  sehemepcovisionfor 

state  and  n  lUirements.    Some  may  fear  that  the  acqui- 
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by  the  government  of  corporate  securities  would  be  a  step 
I0«afdt  government  ownership,  but  it  does  not  appear  to  me  that 
•iwb  icmionini:  in  sound.    These  securities  would  be  obligations,  not 
•loek«  the  leUtionithip  of  the  government  would  he  that  of  creditor, 
not  of  owner,  and  the  bonds  and  notes  thus  acquired  would  bo  in 
imeh  form  as  to  be  readily  salable  after  the  war.     In  fact,  it  is  prob 
able  that  this  could  be  done  at  a  profit  when  normal  conditions  ar< 
ftjtpiti  rmiored.    Needless  to  say,  the  greatest  possible  safeguard 
would  have  to  be  adopted,  so  that  there  might  be  no  abuse  in  secui 
iat  government  aid.     If  the  time  should  come  when  such  issues  nuis 
be  curtailed  or  even  prevented,  the  most  effective  means  of  contro 
m  would  probably  be  through  a  central  board,  wit  I 
r,  poasibly  subject  to  review  by  the  iSecretary  of  the  Trca 
to  deal  with  this  situation.     Legislation  may  be  necessary  for  li;. 
but  the  main  reliance  would  have  to  be  placed  on  cooperation  oi 
poblic  officials  and  of  corporate  managements  and  on  the  force  of 
public  opinion,  which  would  probably  be  effective.     This  is  not  tho 
time  or  place  to  discuss  the  details  of  such  a  scheme,  and  I  desir( 
ooiy  to  point  out  that  it  is  most  important,  if  such  a  board  should 
be  appointed,  that  it  consist  of  experienced  men  and  be  so  consti- 

to  avoid  any  risk  of  outside  considerations  affecting  any  of 
of  the  important  questions  with  which  it  would  be  called 
opon  to  deal.  It  would  have  to  be  assisted  by  regional  and  advisory 
eomoitttees,  so  that  the  best  local  opinion  and  technical  judgment 
could  be  secured.  All  of  the  belligerents  and  some  of  the  neutral 
as  well  have  found  it  necessary  during  the  war  to  establish  supervi 

control  over  the  financing  of  capital  expenditures  by  publi« 
and  to  limit  the  deinands  for  capital  on  their  markets.     If  th< 
war  oootinucs  for  any  length  of  time,  we  also  may  have  to  do  some 
thing  on  ibew  lines  in  order  to  make  all  of  our  funds  available  for  th* 


Few  people  seem  to  grasp  how  enormous  our  war  requirement 
Coogress  has  thus  far  appropriated  over  121,000,000,000,  an- 
ii  Is  ertiinated  that  over  $19,000,000,000  of  this  amount  will  b* 
■etuaHy  spent  during  this  fiscal  year  ending  next  June.    There  is, 
of  eoBise,  no  such  amount  of  money  available  in  this  or  any  other 
and  credit  must  be  created  to  take  care  of  these  tremen- 
We  must  win  this  war  and  make  every  sacrifice  nec- 
to  do  so,  but  it  must  not  be  overlooked  that  there  is  a  limit 
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what  even  a  oouotry  as  rich  aM  ount  rtui  provide.  Tbera  thould 
CM',  of  course,  no  nlsgardliiMWor  f  '  '    otharliaiBd, 

extravagance  must  be  ohaekecl  .<«  avoidad. 

TbiD  ban  a  direct  bearing  on  Kovrrninctit  Icmiix.  Tbe  people  miwt 
feel  that  the  money  they  provi  '  >^pc*nt  wiitely,  otberwMi 

they  uro  apt  to  hold  liack.     W  •  in  mind  that  oveo  OV 

puree  is  not  bottomless  anrl  our  n«ourcr»4  without  end.  There  it  a 
Umit  to  what  rn     '     -        .      r  ..    i      .  m..  .      ,^ 

thr  power  of  ai  U> 

l)§IUuaiLfiLsiUTency.  As  the  war  goes  on,  we  must  have  reoourse 
lo  all  thcsr  T  '^  f^  of  raining  money,  but  the  huit  must  be  used  only 
on  Hound  <  lincH  and  with  the  utmoHt  cautioi)(    We  mail 

•  >id  greenbacks,  and  any  creation  of  additional  currency  should  ^ 

< Miino  through  the  federal  reserve  system,  which  is  amply  able  to 
provide  for  a  large  expansion  on  a  sound  basts.     Upon  the  prasent       |^ 
amount  of  gold  held  by  the  federal  reserve  banks  about  92,000,"  Lr 
OU(),(MM)  more  reserve  notes  could  be  issued  than  are  at  preeeol  V  |^       < 

out 'Standing  and  even  that  great  amount  can  be  increased  by  the  /^ 

1  Reserve  Board  by  decreasing  the  gold  reserve  required.     In        ,"^ 
»M  •*  ind  our  currency,  eligible  commercial  paper  and        ^ 

a<  i>e  provided.     We  need  additional  currency  to 

:  »iK)ri  our  government  loans,  and  the  industries  of  the  country  and       r 
iiMlividuals  mant  furninh  the  basis  for  the  enlargement  of  our  cur- 
rt'iicy  supply.     Our  people  must  learn  to  borrow  and  our  banks  to 

liscount.  This  is  the  way  to  provide  the  credit  needed  by  the 
K<'vernment.  It  is  a  circle  which  produces  rcsulti).  Current  sav- 
ings are  nut  suflicicnt;  the  people  of  the  country,  merehantat 
manufacturers,  farmers  and  wage-earners,  must  pledge  their  future 
savings  as  well.  They  must  lK)rrow  from  their  banks  and  invest  in 
government  iiuxids  the  funds  thus  receive<l.  The  banks  in  turn  must 
rediscount  their  customers'  notes  at  the  federal  reserve  banks,  and 
additional  credit  facilities  are  thus  createcl/"  The  money  thus  fur- 
nuihed  the  government  returns  to  tiie  |HH>ple  through  the  channeb 
of  trade  and  thus  becomes  available  again  for  further  investment  in 
go-  ■  *  '  '  \  This  process  may  be  pyramiding,  but  it  is 
64  <  1,  as  it  is  self-liquidating  as  the  people  of  the 

country  repay  their  debts  out  of  their  savings  and  out  of  the  proceeds 
of  their  production,  he  it  labor  or  gcKxls.  To  accomplish  this,  our 
people  must  be  taught  to  save  and  avoid  unneoesaary  expenditures. 
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0«r  iMUiki  titff  mivt  be  educated  to  make  full  use  of  their  rediscount 
fMililMB.  Some  of  them  still  seem  to  think  that  to  avail  of  the 
fadwml  i»tfffv^>  banks'  faciUtics  is  the  same  as  taking  out  clearing 
boQM  cmii&ai'tm  in  ttmeB  of  panic  and  that  it  is  a  sign  of  weakness 
if  their  ttaleiiiente  show  that  they  have  rcdiscounted.  I  cannot 
em|)luMae  loo  strongly  the  need  of  economy  and  of  the  public 
avaiUng  frocly  of  the  borrowing  facilities  which  must  bo  provided,  as 
primarily  the  successful  flotation  of  bonds  of  our 


I  have  not  ventured,  nor  do  I  propose  to  outline  or  recommend 
any  de6niie  plan  for  borrowing  by  our  government  or  to  express  an 
8  to  what  the  amount,  rate  of  interest,  maturity  or  time  of 

d  the  next  or  future  offerings  should  be.  All  these  are  matters 
the  Secretary  of  the  Treasury  must  determine  when  the  time 
with  relation  to  conditions  and  requirements  as  they  may 
develop,  and  I  am  confident  that  we  can  rely  with  safety  in  the 
future,  as  we  have  in  the  past,  on  his  wisdom  and  good  judgment  and 
on  that  of  his  advisers.  Not  only  can  no  hard  and  fast  rules  be  laid 
down  as  to  the  exact  form  which  government  loans  should  take  in 
this  oouotry,  but  it  would  be  presumptuous  for  me  to  try  to  do  so. 
All  I  have  attempted  in  this  paper  is  to  present  a  brief  outline  of  some 
of  the  factors  which  must  be  considered  in  connection  with  govern- 
ment borrowing,  and  certain  principles  which  seem  to  me  must  })c 
observed,  not  only  to  ensure  a  ready  popular  response  to  bond  offer- 
tofi  by  our  government,  but  also  to  make  it  possible  for  the  enor- 
mous Mims  needed  to  be  forthcoming.  These  requisites,  which,  in 
my  opinion,  are  of  paramount  importance,  I  would  summarize  as 
follows: 

There  must  be  no  hampering  of  enterprise  by  unwise  or  too 
OMToos  taxation. 

The  public  must  not  be  discouraged  and  values  must  not  be 
iao^ardised  by  an  unfriendly  attitude  by  the  government  towards 
btllU^em  Capital  as  well  as  labor  must  be  permitted  to  earn  a  fair 
return. 

Issues  of  government  bonds  must  not  be  too  frequent  and  must 
ootttcead  the  abeorption  power  of  the  people.  There  should  be,  if 
IMMme,  sufficient  btervais  between  offerings  to  enable  accumnla- 
uoool  profits,  income  and  savings  and  to  prevent  exhaustion  and 
iesBonjn|i  of  enthusiasm  among  those  actively  engaged  in  placing 
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A  fair  rate  of  int«ratt  mi»i  be  paid  and  one  not  too  muob  lower 
than  can  U*  secured  from  other  prime  and  readily  ealable  inveei- 
ments. 

'Diero  should  be  no  dieorimination  between  lanee  and  email 
invc«<tors  and,  in  80  far  as  poesible,  the  net  return  to  tSd  eubeoribera 
should  be  subetantiallv  the  same. 

The  fulleet  poesibfe  facilities  must  be  provided  for  borrowiac 

!>eople  of  the  country  and  the  federal  reeerve  mtem  mwi 

nil  share  to  make  available  iU  reeouroee  for  thk  porpoee. 

riie  national  government  must  monopolise  the  InveslinaQt 

f!i  irk<'t  if  necessary,  and  is  entitled  to  have  iU  monev  requiremeDla 

i  before  and,  if  need  be,  to  the  excIa><ion  of  those  of  private 

.,..L>«  or  even  of  states  or  municipalities. 

Last  and  most  important,  the  people  must  be  taught  to  save 

ail  unnecessary  expenditures  must  be  avoided.    Thrift  and 

:iomy  roust  be  the  rule. 


U^ANS   VKRSrS  TAXES  lis    WAii  l^iMAIsCE 

Br  Edwin  R.  A.  Sbugman, 
Columbia  Univenity. 

TIm  tecai  problems  of  the  war  may  be  divided  into  those  of  a 
aod  of  a  tpecifie  character.  War  expenditures  can  be  met 
in  ^^iTM  wavi:  by  taxes,  bv  loans,  or  by  paper  money.  1  he  specTTi' 
have  to  deal  with  the  nature  and  the  details  of  each  of 
i;  the  general  problem  is  concerned  with  the  princi- 
ple that  underlie  the  preferenceN^ong  the  respective  methods. 
Inawimch  as  gaper  money  is  bv  common  consentjo  be_  regarded  as 
the  last  resort,  the  general  problem  at  issue  here  pertains  to  the  choi<  < 
CsiwSenloaiis  and  taxes  and  the  relative  proportions  in  which  each 
istobeemplosred. 

If  we  look  at  the  facts  we  observe  a  marked  change  in  modern 
warfare.     In  former  times,  whether  in  classic  antiquity  or  in  tin 
Middle  Afes,  the  expenses  of  war  were  defrayed  in  large  measure 
of  aeewnnlated  funds  or  treasures  reenforced  by  taxes,  and 
retmbuTMd  to  the  victor  by  the  booty  of  war  and  the  indemnities 
imposed  upon  the  vanquished.     Since  the  development  of  p  '  ' 

Cfadtt,  especially  since  the  middle  of  the  eighteenth  century,  jj 

K>v|^  U^**"  th^  r'*f<*  »f  thp  ^(icumulated  treasure  and  tajLCsJiav* 
teeo  utilised  chiefly  for  the  purpose  of  raising  the  interest  nn    ' 
^  war  loans  and  of  furnistiing  in  addition  a  more  or  less  cpnsidoi 
aiDorttiation  quota. 

facts  of  the  present  war  are  no  different.      Durin^jlu 
Ir  fiscal  year  Great  Britain  raised  by  taxation  slightly  over  17  per 
A  Her  war  expenses:  Italv.  although  ftlficTlevvinc^  hpaw  \ampa  has 
nised  astill  larger  proportion  than  England  by  loans;  in  '' 
^Ottly  an  insignificant  fraction  of  the  war  expent^ea  h^  i  ( 

by  taays;  in  France,  as  a  result  partly  of  the  occupation  of  its 
tSniorjr  Igr  the  enemy,  the  taxes  hitherto  levied  during  the 
have  DOi  sufficed  even  to  pay  the  ordinary  peace  expenses;  v 
Russia  has  been  in  a  still  worse  position.    Although  there  is  inH  <  <1 
a  Double  difference  between  the  zero  of  France  and  the  17  per  *   it 
€f  Qfsai  Eritain,  the  fact  remains  that  in  all  the  countries,  wiili- 
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out  exception,  the  orairhelming  proportion  of  war  «KpeiMliturtt 
has  been  met  through  loans. 

The  same  thing  is  true  ol  the  United  States.    We  I 


that  our  war  expenditures  for  the  present  fiseal  year  will  be  abogl 

ibeM 


I  might  / 


wKiU  fh^  im  ^  be  yielded  by  the  new 
i  a  half  bJBions  or  about  134  nsr  eeiit  eC  the  whola.  / 
ri~Tf~tbere  are  included  about  one  billion  of  peaee  expendituras^ 
.i    1  if  we  add  that  part  of  the  previous  tax  revenue  whieb 
I  y  l^e  chargeable  to  the  war  or  to  war  preparation,  the 
o  raised  by  loans  will  not  differ  materially  from  that  of  f! 
II  we  should  exclude  from  the  war  expenditures  the  seven  billions 
to  be  advanced  to  our  allies,  the  amount  to  be  raised  by  taxation, 
under  the  new  revenue  bill,  would  oven  then  only  be  slightly  over 
21  per  cent  of  the  whole. 

Several  months  ago  an  American  eoonomist'  made  the  following 
statement:  "I  am  strongly  of  the  opinion  that  a  great  modem  war. 
enormously  costly  as  it  is,  can  and  should  be  mainly,  if  not  entiiehr, 
financed  from  Ih^  pllMJUuds  Uf  taxes  collected  during  its  progress." 
-"  Similar  opinions  have  been  voiced  by  others  and  have  found 
'  ngressional  speeches,  and  a  more  or  less  faint  eefao  of 
laent  has  even  been  audible  in  certain  statements 
emanating  from  the  executive  branch  of  our  government. 

Why  have  the  actual  methods  diverged  so  greatly  from  these  sof- 
Kcstions?     Mow  does  it  happen  that  the  statesmen  and  the  legislators 
ery  belligerent  country,  including  ourown,  have  done  the  oppo- 
from  50  to  100  per  cent  by  taxes,  has  none 
Tniic  h  a-s  20  per  oent,  or,  at  the  out- 
side, J  t.  of  the  taxes?    Shall  we  eonviet 
'^                                  f  folly  and  fiseal  madness? 
is,  BO  unavailingly  made  to 
the  contrary,  have  been  based  upon  an  inadequate  analjrsis? 
This  is  the  problem  to  which  we  shall  now  address  oursehres. 

I.  What  Do  We  Mean  By  War  Coeie? 

The  first  point  in  our  analysis  is  to  ascertain  what  is  meant  by 
the  costs  of  war.  It  is  obvious  that  a  distinction  must  be  made 
between  the  mnn^y  nnm^  and  the  w*^  *^^*«^  of  a  war.    The  noofy 

>  O  M  W.  Spngue,  "Hm  OoMoriptioo  of  Idooom,"  in  the  Kevmomk  Jmnd, 
March.  1917.  p.  3. 
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of  a  war  are  the  actual  outlays  of  the  government  for  war 
that  IB,  the  surplus  above  the  general  expenditures  in  time 
making  due  allowance  for  changes  in  the  purchasing  power 
of  money.  The  real  costs  of  a  war,  on  the  other  hand,  are  to  be 
calculated  very  differently.  When  the  ordinary  man  8pea)^s  of 
wfalili  be  thinks  of  accumulated  capital.  The  more  sagacious 
thinker,  liowever,  is  aware  that  the  real  wealth  oL^a-usemTnunity 
in  larger  part  of  the  results  of  current  production.  Accu- 
capiial  is  of  importance  chiefly  as  an  aid  to  current  produc- 
It  has  been  calculated  that  the  world  is  always  within  a  year 
and  a  half  of  starvation.  If  current  production  were  suddenly  to 
eeeae,  the  world's  stores  of  food  and  other  products  would  barely 
•iiffiee  for  eighteen  months.  A  wealthy  country  is  one  where  the 
eoneumption  of  the  people  is  great  and  variegated  and  where  the 
current  production  is  so  large  that  there  will  still  be  a  substantia] 
surplus  susceptible  of  being  converted  into  capital  for  future  pro- 
duction and  into  an  environment  which  will  spell  increasing  welfi^re 
and  civilixation.  A  great  war  interferes  rudely  with  the  results  both 
of  pasl^oumulation  and  of  current^roduction.  The  real  costs  of  a 
war  are  to  be  measured  by  the  diminution  of  the  social  patrimony 
Wi  ^y  ***^  ^'^fjff'^^  of  ciu-rent  social  output  from  productiv^^^  'n- 
Dfodiietfviff*^>^"»M»1«  *  «•  by  changes  both  in  the  fund  of  accu 
wealth  and  in  the  flow  of  social  income. 

In  drawing  up  the  balance  sheet  we  should  have  to  put  on  Liie 
one  ade  the  diminution  of  the  fund  of  wealth  as  represented  by 
(a)  the  destruction  of  private  property,  (b)  the  loss  of  government 
accumulations,  (c)  the  impairment  of  natural  resources  and  (d) 
the  decreeee  in  the  social  output  due  to  the  reduction  of  the  labor 
foroe  by  military  service  and  the  fortunes  of  war.  On  the  otlicr 
•de  of  the  ledger,  indeed,  we  should  have  to  put  such  capital  items 
as  (a)  indemnities  or  booty,  and  (b)  the  acquisition  of  new  territory; 
and  on  the  inoome  side,  the  results  of  (c)  speeding  up  of  production, 
(d)  the  more  favorable  economic  situation  attained  by  the  political 
results  of  the  war,  and  (e)  changes  in  the  methods  of  industry  and 
the  nIataOQ  of  capital  and  labor  which  may  conduce  to  greater 
eflldeney  and  increased  output. 

Although  not  all  of  these  items  are  susceptible  of  being  put  in 
terme  of  dollars  and  cents,  the  real  costs  of  a  war  may  be  charac- 
tmied  as  the  balance  of  the  debit  side  over  the  credit  side  in  the 
Abort  aooouni. 
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While  this  oontrMt  betwei^n  the  money  ooii  mod  Ihe  rmX  eofi 
of  tho  war  i«  important,  it  does  uot  yet  (o  to  the  root  of  the  nuitler. 
In  order  to  grasp  what  is  meant  by  the  real  eoeU  of  a  war,  we  mtMl*2 
revert  to  the  distinction  familiar  to  the  student,  but  so  often  iMclee-  < 
ted  in  i        '  ~  '     iission,  between  objective  and  subjeeiive '-^-^    "^ 


1^,  '^^'^'^IpeanttheeoetaineorDoratedlBtiieSaL       • 

commodities  and  services  that  are  used  for  the  war,  that  is,  tiie  ^ 
inoncy  value  of  all  materials  consumed  and  all  services  f 
j^ar  piirpMW.     Tn  coniradistinction  to  the  objective 
ar.  jjsts.    The  essential  idea  here  is  thai  of  sacri&ce. 

I M Ml  til  everything  costs  some  sacrifice  and  all  sacdfiee 
lin,  either  the  pain  of  doing  something  distasteful  or  of 
refraining  from  doing  something  pleasurable.    Sacrifice  in  oth«^ 

WOrda  in  inV0lvC<l  bn*^  in  Jf^^r^"^  '"  ^^*Jn^?T*     ^^^*^  mtrtAt^m  iJ 

results  over  subjective  costs  constitutes  the  welfare  or  the  real 
wealth,  both  material  and  immaterial,  of  society.  In  a  eommu*^ 
nity  l>ased  upon  shivery  or  where  the  laborers,  with  an  abject  stao- 
dard  of  life,  are  compelled  to  work  sixteen  hours  a  day,  there  may  be 
a  great  surplus  of  production  and  in  that  sense  great  wealth.  If, 
however,  slavery  is  abolished  or  the  laborers  acquire  a  shorter  work- 
ing day  and  a  higher  standard  of  life,  not  only  may  there  be  the  same 
a  put  of  material  things  as  before,  but  there  will  be  a  greater  surplus 
uver  subjective  costs,  and,  as  a  consequence,  an  increased  communal 
welfare  and  a  higher  stage  of  civilization. 

As  a  result  of  the  machinery  of  our  social  order  subjeetive  costs  ^ 
are  commonly  translated  into  objective  and  money  costs.    If  ej 
machine  is  invented  which  cuts  in  half  the  period  needed  for  the 
production  of  a  particular  commodity,  we  speak  of  halving  its  cost. 
Instead  of  two  men  being  required  to  accomplish  the  result,  only 
one  man  is  now  needed.    So  far  as  the  community  is  ooncemed,  the 
subjective  cost  or  sacrifice  is  reduced;  and  under  a  state  of  competi- 
tion, this  decrease  in  subjective  cbsts  will  reflect  itself  in  smaller 
objective  costs  and  lower  prices.     So,  in  the  same  way,  just  as  the  . 
greater  efficiency  of  the  laborer  will  result  in  a  larger  output  of 
ni  •       '  r.oditiee,  the  greater  abstinence  involved  in  the  or- 

di  .y  practiced  by  the  members  of  a  community  will  be 

followed  by  an  increased  accumulation  of  productive  capital.  The  | 
subjective  costs  involved  in  economy  are  undoubted,  but  the  addi-  ) 
tional  results  wliich  ensue  from  the  practice  of  economy  are  so  much 
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UuU  tbaie  rammiiiB  a  substantial  surplus.     In  other  words 
Ml  Morifiev  or  burden  is  diminished.    The  real  wealth  of  a  com- 
■ranity  dgpfiMlf  upon   net  sacrifices  or  subjective  costs.     W* 
%km  MUM  outimt  is  attended  with  le«  sacrifices  we  have  prosix 
Wbcffv  increased  aaerifices  result  in  still  greater  output  we  again  have 
thai  goes  with  lessened  net  subjective  costs.     ^^ '  - 
eoononiy  changes  into  privation,  the  increased  mat 
rasulis  may  lie  too  dearly  purchased:  although  there  may  be  nior* 
wealth  for  the  present,  there  is  less  real  wealth  or  wr"' 
there  is  more  net  sacrifice.     So.  in  the  same  way^  wh( 
of  production  is  attended  with  the  sapping  of  the  vitality  of 
Pie  labor  forrt,  UW  liomiiml  l^moiendy  really  hcromr    ■■■:''■----■ 
tad  tlie  greater  material  wealth  ot  the  present  signifies  1(    ^^ 
or  welfap^    The  total  net  burdens  upon  the  commuiiity  are  gn 

The  inn>ortant  criterion  in  the  economic  welfare  of  a  (om 
munity  15  therefore  the  sul>jcrtive  cost  or  sacrifice.     This  is  as  tni 
in  war  as  in  time  of  peace.     Just  as  the  8U»)jective  cost  of  an  indi 
vidoal  oooeista  of  the  effort  involved  in  labor  and  the  ahstinen(  • 
ioTolved  in  the  foregoing  of  enjoyments,  so  the  subjective  costs  of ; 
community  due  to  a  war  consist  of  the  burdens  of  aclditionaTTabor 
wluch  it  must  expend  and  the  diminished  consumption  of  goods       ' 
ierviceg  which  it  must  forego!     The  objective  costs  of  a  wa; 
nAlerial  commodities  and  services;  the  subjective  costs  of  a  wa 
eoQslttute  the  real  burdens  resting  on  the  community.     '!'      '    h* 
eoili  of  a  war  are  the  net  sacrifices  or  subjective  burd(  ii 

tewilt  from  the  transition  from  a  peace  economy  to  a  war  ecQnom\ 
ana  wiucli  are  connected  with  the  fundamental  processes  of     " 
dttdion  and  consumption.     They  consist,  on  the  one  hand,  < 
the  efforts  involved  in  the  transfer  of  enterprise  and  investment 
from  the  ordinary  channels  of  production  to  the  new  fields  of  pn 
mary  importance  in  the  war.     They  consist,  on  the  other  hand,  <- 
aU  Ihoee  efforts  involved  in  the  reduction  and  the  change  of  con 
Mmplioo  which  will  serN'e  to,  counterbalance,  in  part  at  least,  tli- 
inentable  reduction  of  social  output.     The  net  result  measured  ii. 
••nna  of  aggregate  sacrifice  or  subjective  cost  constitutes  the  real 
borden  of  a  war.    The  problem  that  confronts  us  is  to  analyz'   '' 
of  various  fiscal  expedients  upon  these  changes  !n  produ* 
from  the  point  ot  view  ot  the  subjective  c< 
the  iial  burdeoi  resting  on  society. 
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II.  Can  the  Cositi  or  a  Wak  uc  Dimimmheo  in  the  Pesebnt  or  ra 
Shared  with  the  Futueb? 

r eliminary  evi  '  >n  we  nuy  proeeed  to  eotmdtf 

how  a  war  can  Im*  iied  in  the  present  and  in  what 

way,  if  any,  they  can  be  shared  with  the  future. 

So  far  as  objective  costs  are  concerned,  it  im  iiiaiiifi-«i  iiuit  ihry 
lig,  for  the  most  part>  to  the  present.    The  «cr\ir«  niujil  »* 
'^•nned  by  men  now  living  and  the  commodities  eoosainad  in 
'  •  produced  before  they  are  eoosumed.    Id  several 
r,  the  present  may  benefit  at  the  expense  of  the 
future,  even  so  far  as  objective  costs  are  concerned.    These  oonsid-  j 

srati'  i>ectively  with  capital  and  with  lalior  \\j^ 

•f  productionwe  ordinarily  include  duins  set  aside  for    ^^^  ^ 
tion  of  plant.     It  is  possible,  however,  that  the  erifenctes         .    ^<.*^> 
'  tn  immeoiate  increase  of         -y^ 

M  the  Inmlfl  which  would 

rwJBC  1)0  (levoted  to  the  iiiaintoimncc  of  plant.    The  result  is  that 
'      n*  will  i)06sess  a  less  effective  plan'    '        vould  otherwise  be 
Or,  in  the  second  place,  the  cm  1  erted  to  purposes 

of  war  production  may  become  useless  after  the  return  of  p€^ce. 
'^^    iisands  of  munition  plants,  for  instance,  may  have  been  coo- 
ted  solely  for  war  purposes  with  machinery  that  it  would  be 
ult  or  even  hopeless  to  convert  to  other  purposes.     The  capital 
h  would  otherwise  be  available  at  the  conclusion  of  the  war  for 
(*  product  ion  will  to  this  extent  have  been  lost.    The  production 
in  the  future  will  be  less  than  would  otherwise  have  been  the  case. 
What  is  true,  however,  of  capital,  is  equally  true  of  labor. 
It  is  pn??sihle  that  the  speeding  up  of  production  involves  sueb  a 
^B^i  ' »'  laborers,  resulting  from  long  hours,  night  work  and 

'     impair  tl        '    ilth  and  transmit  lo  the 

^ -n  les87ii  lian  they  would  othgrwias 

Save  t)een.     it  may  take  some  time,  either  by  the  more  careful 

^^    "    ^'  of  the  then  existing  workmen,  or  by  the  immigratioo  of 

I  higher  standard  and  stronger  physique,  before  the  balance 

stored.     And,  on  the  other  hand,  while  a  diminished  consump- 

i^suredly  desirable  during  a  war,  the  enforced  dnfiTf|HQ  yf 

lion  which  may  result  from  the  fortunes  of  war  mMT  bfint 

^1  Drivation  in  the  hums  of  the  community  as  to  sap  their 

tin r^u^  and  rwHui^their  futUTc efficient 
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(         In  all  of  these  ways,  the  burden  of  the  present  may  be  lightcnec) 
^  at  the  expense  of  the  future.    There  is  more  production,  that  i< 
mora  oommodities  and  services  now,  but  there  will  l)e  relativoly  less 
io  lbs  future.    Even  in  the  case  of  objective  cost-s  the  presont  may 
bsosfii  at  the  expense  of  the  futiu^. 

Subject  to  thess  limitations  and  exceptions,  however,  it  may  be 

iaad  that  the  objssthxs  ^ests-of  a  war  are,  in  the-iuaLii  bojrne  by  the 

/ngiBpt.    This  is  true  irrespective  of  whet  tier  the  expenditures 

[  dssigned  to  furnish  these  commodities  and  services  are  jnet  by  loans 

\or  bjr  taxes.  ___^ 

Wbao  we  deal  i»H».h  («iih]ftfitivp.  cnRtaj  however,  the  situatin 
is  very  diSBBfiAt.    Subjective  costs  may  be  reduced  without  any 
oC  the  burden  being  shifted  to  the  future;  or  they  may  be  dimin- 
ished while  a  part  of  the  burden  is  borne  by  the  future.     It  is  ol 
Tioiis  that  neither  of  these  results  can  be  obtained  by  the  process  oi 
taxatioo.    The  tax  imposed  upon  the  present  generation  may  in- 
deed have  some  repercussion  upon  the  future.     If  an  excessive  ta 
^  M^Y*       ^  imposed  upon  capital,  it  may  so  reduce  existing  resoin  to 

.  make  future  production  smaller.     Even  if  the  tax  is  not  <  *. 

•'  '  the  taxpayer,  instead  of  decreasing  consumption  or  paying  the  ta 

t'     out  of  current  income,  may  draw  on  the  funds  which  he  would 
otberwise  have  devoted  to  productive  purposes.     Or,  finally,  if  an 
^•"^f  ^"^         excessive  tax  is  imposed  upon  incomes  or  profits,  it  may  so  diminis 
the  tendency  to  enterprise  that  the  baneful  consequences  wii' 
dure.    In  all  these  cases,  however,  although  the  future  undou)  >i 
suffers,  there  is  no  diminution  in  the  burdens  that  rest  upon  tli 
present.    The  present  taxpayers  bear  the  biu-den,  even  though  tii 
future  taxpayers  also  bear  a  burden. 

Is  the  same  true  in  the  case  of  loans?    Can  the  biu-den  upon  tli 
present  be  lightened  by  the  issue  of  government  loans?    Are  the 
■ii^joctive  costs  or  sacrifices  of  the  community  in  any  way  lessened 
by  government  borrowing?    This  brings  up  for  consideration  tli 
Ibeoiy  of  public  credit. 

The  theocy  of  credit,  as  it  has  been  worked  out  by  economist- 
is  in  reality  simple.    Credit  is  a  phenomenon  or  transaction  in  whir  1 
a  part  takes  place  in  the  present  and  a  part  in  the  future.     If  T  " 
a  man  moo^,  I  turn  over  to  him  now  a  certain  sum  and  he  t 
over  to  me  in  the  future  the  equivalent  of  that  sum.     When  the  sui 
bas  been  paid  the  transaction  is  complete.     If  we  deal  with  publi 
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iii0tead  of  with  private  credit,  the  situation  in  i<l«-iiti<  i!     Jh^  fuoib 

od  over  dow  by  certain  classes  in  the  oommuniiy  who  Unhi 

I  ey  to  the  government  and  the  tranaaeUoo  is  eoneludsd   in 

!  uture,  when  the  taxp^ers  furnis}!  the  money  to  return  it  to  tho 

li  the  utilixatioo  of  credit  dimio- 

H  the  burden  upon  the  present?    How  can  the  subjective  eosls 
Ol  the  u       ■      '  ■  '  '■    '" 

In  t  .eotive  saorifiee  of  the 

vidua!  is  clearly  diminished.    This  is  obviously  true  of  produo- 

credit  for  otlierwise  credit  would  not  have  beoome  so  vital  a 

in  our  modern  industrial  life.     The  reason  why  the  business 

man  borrows  today  is  chiefly  because  he  thinks  that  with  the  bor- 

'unds  he  can  secure  such  a  return  as  to  insure  an  enhaoeed 

ven  after  paying  all  interest  as  well  as  repaying  the  capital 

borrowtM  1.     The  <:j:edit,  therefore,  in  so  far  as  it  enaUfisium  to  pur- 

-what  is  the  same  thing — 

r  outlay,  leswns  his  subjoe- 

Moreover,  not  only  is  his  subjective  cost  or  sacrifice  less, 

bjcctive  cost  or  outlay  as  compared  with  the  return,  is  also 

Kven,  however,  if  we  deal  only  with  consumption  credit,  that  is, 

'    r  I  owed  for  mere  purposes  of  cont<  i.  the  bor- 

.  y  a  gain.     Although  he  is  thorou^;    .        are  of  the 

fact  that  he  will  have  to  repay  in  the  future,  with  interest  in  the 

iin  that  he  now  borrows,  he  is  neverthelsM 

is  is  due  to  two  facts:  an  undersstimale  of 

the  future,  and  tiio  possibility  of  repayment  in  instalments. 

His  SCI)  'I  stronger  than  his  reoogiu- 

tion  of  the  >:  iiake  in  the  future  in  order 

to  repay  the  loan.     It  is  the  same  feehug  that  overcomes  us  whao 
we<  tonight  with  the  forefoing 

of  a  lit  sense  of  sacrifice,  that  is, 

our  real  subjective  cost,  is  smaller  in  the  one  case  than  in  the  other. 
' '  s  is  tnir  <  '  ough  we  may,  at  the  end  of  the  year,  regrei  our 

on.     In  <     :       ^.  cases,  however,  the  action  will  not  be  regretted 
but  will  be  repeated  another  year. 

Hut,  secondly,  and  more  important,  pnvate  credii  amunisnes 
subjective  costs  not  only  by  the  mere  process  of  deferring  pajmont 
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but  by  making  poMible  repasrment  in  instalments.    The  essence  of 
the  atuation  if  found  here  in  the  gradualness  of  the  repayment 
The  aggraiPite  bimi'  Mhial  repayment  is  less  than  the  sacrifice 

involved  in  providiL^  <•-  whole  of  the  original  amount  outright 

al  once.  The  individual  who  lx)rrows  may  incur  a  gain  despite 
the  obliinition  ultimately  to  return  the  same  aggregate  amount  in  the 
future.  If  he  did  not  incur  this  gain  he  would  not  continue  to 
borrow 

We  arc  now  ut  a  poMtimi  t^o  grasp  the  social  importance  of 
eradit.    Credit  incrcax's  i)r<»si)crity.     If  used  for  productive  pur- 
credit,  while  indeed  not  capital,  works  like  capital  and  co' 
D  aid  to  production.     It  renders  possible  th(  iit 

of  Otttput  with  a  smaller  cost  or  sacrifidir    It  acconii  ny 

taking  the  funds  out  of  the  hands  of  those  to  whom  it  is  worth 
relatively  little  and  putting  it  into  the  hands  of  those  to  whom  it  is 
worth  more  because  they  make  it  yield  more.  The  man  who  lends 
moo^  at  6  per  cent  does  so  presumably  because  he  has  a  surplus 
capital  from  wl>i  '  '  .  '.  ;  f  to  receive  6  per  cent  interest.  But 
the  man  who  boi  i    \i)ects  to  make  more  than  6  per  cent 

interest  and  to  retain  the  surplus  in  the  shape  of  profit.     Could  t  i 
lender  utili/.e  the  fund  profitably  in  his  own  business  he  would  not 
lend  the  fund.     Hut  even  where  credit  is  utilized  for  purely  consump- 
tion purpoees,  it  is  equally  advantageous,  because  by  deferring 
pajrment  and  by  rendering  possible  repayment  in  inst.i'  i  ather 

than  in  a  lump  sum,  it  lessens  subjective  costs  or  8:i  Tho 

■odal  utility  of  credit  is  therefore  quite  clear.     It  increases  tl 
/wealth  '  '  '*  it.y  by  lessening  the  subjective  sacrifices  oi 

(eertain  j  putting  at  the  disposal  of  the  community 

funds  where  they  will  be  utilized  to  the  greatest  advantage,  thus  d- 
I  eraanng  coete  and  increasing  output.    Society  as  a  whole  is  thereby 
etiablad  to  employ  those  services  which  can  be  more  easily  dispensed 
with. 

The  I  nun  oi  inis  assertion  is  not  invalidated  by  the  fact  thai 
eredtt  may  be  abused.    If  the  man  who  borrows  at  6  per  cent  putfi 
Um  money  into  a  business  which  does  not  earn  6  per  cent,  the  con 
nrantty,  m  well  as  himself,  suffers  for  his  mistake.    So,  in    ' 
way,  if  an  improvident  individual  borrows 'for  consum]* 

I  and  finds  that  he  becomes  more  and  more  hopelessly  entangl< 
Um  passsfle  of  time,  he  may  find  it  impossible  to  meet  the  dci 
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even  in  instalmenta  and  hit  eafly-going  reluuiee  upon  the  future  nuijr 

cause  hiB  ruin  ae  well  ae  loss  to  the  lender.    Becauae,  bowvvar,  aa 

-  -titution  may  be  abuaed  m  no  argumeot  acaiail 

•  fls.    (*redit,  like  apeculation,  would  not  haTe 

*me  the  outatandinK  feature  of  our  preaent  eeonomic  orfaoiia- 

if  it  did  not  fulfill  a  aooially  uaeful  funetion.    The  raodero 

loniy  is  essentially  a  eredit  eoonomy. 

Public  credit  shares  this  character.  The  chief  differenee  ba- 
>n  public  and  private  credit  is  in  the  relation  of  oonsumption 
itt  to  production  credit.  While  the  Kovcrntnent,  Uka  the  indi- 
lal,  often  borrows  for  productive  purposes,  as  for  a  KOTammaBl 

" - ;    -    «  ...1  .,.^y^  most  existing  national  loaaaara  the 

It  is  fairly  well  agreed  that  juat  as  a 

individual  ouf^ht  not  to  borrow  for  purposes  of  ordinary 

finn.  8o  the  government  ought  not  to  borrow  to  mast  ita 

\j>on(liture8.    The  real  differences  arise  when  we  eonaider 

extraordinary  (  xpenditures. 

Thorr  nn»  tlr -fs  in  which  public  credit  differs  from  private 

errdit.     In  x\w  e,  extraordinary  expenditures  for  unusual 

uiiiptioi)  aro  not  so  apt  to  occur  in  the  case  of  the  individual  aa 
iic  i'iisc  of  the  f^ovornmont.     Most  individuals  are  able  to  pffo- 

a  reserve  fund  against  a  rainy  day.    Government  revenue, '^^ 
ever,  ought  properly  never  to  exceed  current  expenditures. 

■■■'•:■■ cQ^  when  an  extraordinary  emergency  arises,  as  a 

on  of  consumption  credit  becomes  legitimate.     In 

individual  lives  only  his  own  life:  if  he  borrows 

Ml  <  uiiMnii|uion  purposes  he  will  not  always  find  it  eaay  to 

e  debt.    The  state,  on  the  contrary,  is  eternal.    The  govem- 

t,  accordingly,  has  a  much  longer  time  in  which  to  pay  off  a 

If,  for  any  reason,  it  becomes  desirable  to  postpone  the 

nent  of  the  debt  to  the  distant  future,  the  justifiability  may  be 

tiger  in  the  case  of  the  government  than  in  the  ease  of  the  indi- 

lal. 

In  the  third  place,  what  seems  to  be  eonsumption  eredit  may, 

tn  the  rase  of  the  government,  partake  of  the  charaoteiialies  of  pro- 

^'    tion  credit.     A  legitimate  war  is  either  for  defenaire  pufpoess, 

'  is,  to  maintain  the  existence  of  the  state,  or  for  offenaiTe  pur- 

••^,  in  order  to  procure  for  the  state  certain  territories  or  rights  to 

-  ..ich  it  tliinks  itself  entitled.    Since  in  both  of  theea  eases  a  foun- 
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dftttoo  »  Uid  for  oontinued  or  even  greater  prosperity,  the  expendi- 
timt  ntay  in  a  tense  be  called  productive  in  their  nature.     Whether 

^  »  jxjir!  Kular  war  in  artually  of  that  character  may  be  a  question ;  l)ut 

tuiciy  no  nalioo  will  enter  upon  a  great  war  unless  it  is  deemed  Icgit- 
aw    imato.    And  if  the  general  sentiment  of  the  nation  justifies  th( 
/     I  wmr,  if  the  ends  to  be  achieved  transcend  the  sacrifices  that  arr  : 
^       I currH,  the  w^expcnditurcs  may  be  considered  in  the  broader  ^ 

-;         \of  the  term  productive. 

For  theee  three  reasons,  therefore,  public  credit  may  be  <  n-, 
Mkfed  ereo  more  important  than  private  credit.    Just  as  pn 
credit  is  eodally  useful  or  productive  of  wealth  and  welfare,  s* 
imbltc  eredit  may  be  at  least  equally  beneficial.     Its  utility  con^'  -' 
in  the  feet  that,  through  borrowing  from  those  in  possession  o: 
capilal  rather  than  taxing  all  the  members  of  the  community 
or  not  they  have  the  capital,  it  lessens  subjective  costs  or 
and  puts  at  the  disposal  of  the  government  those  serviros 
in  the  community  which  can  be  most  easily  dispensed  with. 

It  might  l)e  claimed  that  the  advantages  of  private  credit  d< 
attach  to  public  credit  because  in  the  one  case  we  are  dealing 
different  classes  in  the  community,  and,  in  the  other,  with  th< 
oooununity  as  a  whole.    Why  would  not  the  same  advantapo    ' 
eecured,  it  might  be  said,  by  taking  from  the  possible  Iendei> 
eame  amount  in  the  shape  of  taxes?    This  argument,  however,  is 
really  invalid.     For  the  situation  contemplated  is  not  only  i      ' 
unlikely  but  virtually  impossible.     Under  every  system  of  tax;. 
which  has  hitherto  existed — ^in  democracies  as  elsewhere — we  find 
some  taxes  at  least  levied  on  business,  on  consumption,  on  exchango 
and  on  other  sources  than  wealth.    Even,  however,  if  the  tax 
syHem  were  to  be  so  changed  as  to  consist  exclusively  of  taxes  on 
iceumulated  wealth  and  incomes,  it  by  no  means  follows  that    ' 
funds  would  be  forthcoming  from  the  individual  taxpayers  in 
amky  the  same  proportions  that  they  would  have  been  supplied  b> 
the  individual  bondholders.    For  some  recipients  of  large  inc(» 
aileaet,  would  mrely  give  up  a  greater  sum  as  an  investment  be 
interest,  than  they  would  hand  over  as  a  forced  contribution  rep 
raMntingadeadkMB.    The  psychology  of  the  situation  ro  i 

the  dtllerHice  of  the  reaction  to  a  voluntary  as  contrast*  i 

eonpulsory  act.    Even  if  only  a  few  individuals  contributed  it 
would  stall  remain  true  that  the  utilization  of  public  credit  would 
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in  thin  way  put  at  the  dispoaal  of  Um  fovemineiit  the  temoM  in  the 

ity  inoet  eaflily  ditpeoaed  with.     In  order  to  invalidate 

ment  it  would  be  neceaeary  for  the  govammeot  to  tjUce  by 

from  each  individual  abeolutely  ererythtng  above   the 

of  mibeiatenoe.    Only  then  would  thk  partieular 

*.  ^ w  he  advantage  of  loans  over  taxes  lose  its  foree. 

1  this  most  unlikely  caae,  where  precisely  the  aaiae 

wuiilil  be  raised  from  each  taxpayer  that  would  otherwise  be 

»''!ted  by  each  bondhoN?'**-  •♦  t.nv.«rti...i<»ag  renuunsj^3lfi_yiil 

ply  a  lessening  of  b'    .  .r  sacrifiees.    For  al- 

i;li  the  taxpayers  of  the  future  have  indeed  to  repay  the  loao, 

J. .  ....t  fiave  to  pay  the  amount  all  at  once  as  would  be  neoessary 

the  sums  being  raised  immediately  by  taxation.    Just 
•he  aggregate  burden  of  ^gradual  repa3rment  is 

«  involved  in  outright  provision  of  the  original 

int,  8o  in  tho  case  of  public  credit  the  aocial  sacrifice  involved 
'    of  the  STOAller  gmjjj"  i^yyfupwt^rf    hy  il^ 

^*^rge  is  less  than  the  burden  involved  in 


in  a  lump  sum.    The 

'  riatUfft/imply  that  the  burden  oCa 

,...>  ...cnt«  is  less  than  the  burden  of  the 

t.    Just  as  the  individual  who  borrows  may    ^ 
lie  the  obligation  to  return  the  same  amount  in  the 
.  oiumunity  which  borrows  may  incur  a  similar  gain. 
11  in  the  case  of  public  credit  is  represented  by  the   j 
imaller  burden  involved  in  the  amortisation  quota.  ^ 

U,  then,  it  is  true  that  the  utilization  of  pubhc  credit  may  - 
nvolve  a  lessening  of  subjective  costs  or  real  burdens  upon  the  -. 
iiunity,  can  itjn  the  second  pFace  accomplish  this  by  transfer- 
i  part  of  the  burden  to  the  future? 

It  might  plausibly  be  argued  mat  this  is  impossible.  It  might 
ad,  for  instance,  that  while  it  is  true  that  the  future  taxpayer 
^  •  burden  in  so  far  as  he  has  to  pay  taxes  in  order  to 

ich  are  due  to  the  bondholder,  the  only  result  is  a  transfer 
f  Imrden  from  one  class  in  the  cominuiiity  to  the  other.  The 
lyers,  it  might  be  said,  suffers  disadvantage,  but  the  bondholders 
liavc  their  loan  repaid  to  them  securs  the  bene6t.  Sinee  the 
:  counterbalance  the  disadvantages  there  is  no  net  burdaB. 
Ihis  argument,  however,  is  fallacious.     When  the  bondholdiH) 


.  / 
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in  Um  loto  he  BuflPen  indeed  a  sacrifice  in  the  sense  of  giving; 
«p  Um  funds  which  he  might  otherwise  employ.    This  sacrifice  in- 
and  more  than  compensated  by  a  benefit 


Tb0  benefit,  however,  that  accrues  to  him  is  to  be  measured  by  tli 
annuai  interest  that  he  receives  on  the  bond.     If  he  had  not  investc 
in  the  government  bond  he  would  have  invested  in  something  else 
or  would  have  allowed  his  money  to  remain  in  the  bank.     In  any 
mft  he  would  simply  have  gotten  interest  on  his  capital ;  and  it  i 
inunalerial  whether  his  capital  is  represented  by  a  deposit  accoir^ 
the  lumk  or  by  a  private  security  or  a  public  bond.     The  I 
that  the  Iwnd-holder  receives  in  return  for  the  sacrifice  of  yielding 
tlie  inone>'  is  the  accumulated  annual  interest  on  the  bond.     By  the 
time  that  the  bond  falls  due  there  is  no  more  benefit  accruing  to 
him.    The  bond  is  always  salable  at  the  market  price.     Eve 
before  it  falb  due,  the  holder  can  dispose  of  it  and  get  as  much  as  hu 
could  have  gotten  by  waiting  until  the  expiration  of  the  loan.     If, 
as  often  happens,  the  bond  stands  at  a  premium,  he  could  even  g< 
OMwe  by  selling  it  lx»fore  hand.     Or  if  he  does  not  dispose  of  his  I 
be  ean  utilize  it  a.s  security  for  a  bank  loan  just  as  he  would  <' 
wtie  utilise  an  industrial  bond  or  any  other  security.     In  realit 
thoefore,  instead  of  speaking  of  a  benefit  accruing  to  the  holder 
when  his  bond  is  paid  off  we  ought  really  to  speak  of  an  additional 
burden  or  sacrifice  imposed  upon  him.     For  now  he  will  have  tli 
trouble  of  reinvesting  the  funds.     Long-time   bonds  are  in  T 
fBoerally  preferred  by  the  investor  in  order  to  obviate  this  ne<  < 
of  reinvestment.    The  fallacy  involved  in  the  contention  that  ti. 
•acrifiee  impoeed  upon  the  future  taxpayer  is  counterbalance  ' 
the  benefit  accruing  to  the  bondholder  thus  consists  in  the  i;. 
to  realise  that  there  are  no  benefits  then  accruing  to  the  bondholder. 
Whatever  benefit  may  have  accrued  to  him  consists  in  the      '- 
keeping  of  his  money  and  the  annual  interest  that  has  been 
^Imq  the  bond  falls  due  the  benefits  cease.     There  is,  if  anythiUL^ 
a  burden  rather  than  a  benefit  now  accruing  to  him. 

There  is  another  fallacy  lurking  in  the  statement  that  th 
burden  upon  the  future  taxpayer  is  compensated  by  the  benefit  th< 
aeeming  to  the  bondholder.     There  is  indeed  a  burden  upon  the 
future  taxpayer  but  not  of  the  kind  imagined.     Public  debts  of 
large  amounts  are  never  paid  in  the  manner  supposed.     When 
public  debt  falls  due  it  is  not  paid  out  of  the  proceeds  of  taxes  levir 
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•II  the  taxpayers  of  that  particular  yetir.     If  the  debt  b  noi 

•  <'m1,  but  actually  paid  off,  it  will  lie  cxtiaguulied  by  utiUiing 

In  which  have  been  aoouinulated  for  a  term  of  years.    If  thert 

fund,  the  burden  upon  the  future  will  be  roprinootod  by 

amortization  quota.     In  such  a  case  tbe  burden  wiO 

e  not  by  the  taxpayers  at  the  time  when  tbe  bond  falls  due^ 

ill  instalments  by  the  guooesaive  annual  taxpayers  Ngfrtnint 

<  ho  year  when  the  bond  was  first  issued.    The  same  it  true  if 

(is  are  serial  bonds  the  instalments  of  which  fall  due  pertodl- 

liis  ease  only  the  representing  tbe  bat  inttAlmeot 

c  by  the  taxpayc;.  ...  ;..c  expiration  of  tbe  loan.    If  we 

•>  the  sinking  fund  l>ond  as  a  type  it  may  be  said  that  the  benefit 

4  to  the  l>ond holder  is  represented  by  the  aeeumnlated  id- 

iid  that  the  burden  resting  upon  the  taxpayers  is  eomposed 

ntire  debt  service,  that  is  the  interest  charge  together  with 

M  quota,  since  the  interest  charge  figures  on  both 

..  .Iger  as  benefit  and  as  burden.    The  amortisation 

-  the  net  burden  resting  upon  the  successive  oontinfente  of 

uaycrs  until  '  imd  is  c  i  or  the  debt  is  entirely 

'  '^<T.    That  L.....  ..^>  .....atjnupQn  I;.;,  ...v..  re  may  be  outweighed— 

L>ener^  mora  than  nntwftighftd—bY  ^^"^  "^*  benefit  aocruing 
present  **••  >^n  ip^«^«'»^*^  above. 
.0  may,  therefore,  consider  it  as  established  thatjlJajviHibl^ 
only  to  diminish  the  subjective  sacrifice  on  the  present,  but  also 

[uturo.     It  has  also  been 

led  that  the  device  of  public  credit  necessarily  aeoompUabes 

»nd  result  in  effecting  the  first.    The  problem  at  issue  is  the 

Icment  of  the  war  bills  of  the  govemmeat. 

V  .  vj  made  by  taxpayers  and  it  can  be  postponed. 

nment  borrows  it  obtains  money  from  people  who  get  A 

'  and  who  are  making  a  ver>' flight  saerifiee.    The 

..^  part  of  a  purchaser,  rich  or  poor,  of  a  liberty  bond 

than  the  sacrifice  of  a  taxpayer  who  gives  up  his  money 

It  return.     The  sacrifice  of  the  taxpayers  '^t  pay  the 

vixu  )v..  iw.<fiwwiod  and  this  postponement  m... vethe  un- 

>  f  spreading  large  payments  over  a  period  of  y^ars.* 


*  Mr.  Hartley  Withera,  who  origiiudly  held  this  view,  hss  bsan  to 

Moemeiit  of  tome  AmericMi  wrilin  that  bs  bss  re 
,  <md  ih«  SlaU,  1017,  p.  ».     But  svsd  bs  bdks  at 
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r  PnWif  cfvdit,  if  ooirectly  employed,  may,  in  shifting  a  part  of  the 
♦ive  sacrifice  to  the  future,  lessen  the  total  real  costs  of  a  war 
vwii  iitti  oommunity  as  a  whole,  viewed  as  a  ronf  iimijig  entity. 

III.  Ought  the  Burdens  of  a  War  be  Shared  with  the 

Future? 

Although  It  18  possible  as  we  have  just  seen  to  shift  a  part  of  the 
burden  from  the  present  to  the  future,  the  next  problem  is  as  to 
when,  if  ever,  this  is  justifiable.  The  point  at  issue  here,  be  it 
obMTved,  is  not  as  to  the  relative  advantages  of  loans  versus  taxes, 
but  M  to  the  cUflses  of  cases  when  loans  are  to  be  permitted  as  a 
matter  of  principle.  In  order  to  solve  this  problem  we  need  a  more 
detailed  analysis  of  pubHc  expenditures. 

For  our  purapees  all  public  oxo^ditures  may  be  divided  into 
two  classes:  eutflht  and  ci^jital  eipenditures.  Current  expendi- 
tures are  those  incurred  for  carrying  on  the  ordinary  business  of 
government  while  maintaining  its  property  or  plant  at  the  c\istom- 
ary  level.  Capital  expenditures  are  those  incurred  for  increasing 
the  property  or  plant  of  the  community. 

Capital  jMcpenditures  may  again  be  divided  into  expenditures 
r1|^  for  tglf:fnipp<ftfiing  and  fftr  n^n  fMilf  rt¥pp^^ting  p'lrp^qpfl  Expendi- 
tures of  the  first  kind  are  seen  in  the  case  of  water-works  where 
the  revenues  are  expected  to  defray  more  than  the  cost.  Jiere  it  is 
enltrely  legitimate  to  issue  bonds,  because  although  the  Burden 
upon  the  .present  m  diminished  there  will  be  no  burden  upoiLlhe 
Xu&UlS.  ^y  ^^®  ^iin®  ^h®  bonds  expire,  a  sinking  fund  will  have  bocn 
aocumulatod  out  of  the  revenues  which  will  also  in  the  interval  h.. 
provided  for  the  payment  of  the  annual  interest.  It  is  for  i\n< 
reason  that  in  the  city  of  New  York,  for  instance,  not  only  the 
water  and  dock  bonds,  but  those  issued  for  any  municipal  improve- 
ment the  revenue  from  which  will  defray  the  interest  together  with 
ao  amortiiation  quota,  are  by  law  excluded  from  being  counted  in 
the  debt  subject  to  constitutional  limitations  as  to  size.     If  such 


that  pablie  borrowing  is  always  unjustifiable,  and  accepts  it 
eoiplojod  for  productive  purposes  {Thid.  p.  43).     Had  he  pasheii 
hb  tBabnii  a  Hitle  further  he  would  have  realized  the  fact  that  no  diatinction 
isa  btdfmwn  between  consumption  and  production  credit,  and  that  the  econou 
tttffif  V  of  credit  may  atUcfa  equaUy  to  both  forms. 
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improvemeDto  bad  to  be  paid  for  out  o(  uxm  ibuy  would  froqueotiy 
not  be  made  at  all. 

Many  capital  expeoditurea  are»  however,  ineurred  for  noo- 
•I  .;  purpoaee.    The  funds,  in  other  worda,  are  apaiil  for 

H.i ihe  community  plant  or  property  from  wbieh  oo,  or 

•ly  little,  money  revenue  ia  expected.  The  dividends  are,  in  wbola. 
or  in  part ,  of  a  non-material  kind.  Such  expenditures  may  be  foiw 
iher  HulKiivided  according  as  tb^y  ^'^  Tt^"^'^  ntJMliwtr'rr^"^ 
(I  example  of  the  first  kind  is  a  schoolhouse.  A  srhoolhouse  rep- 
fi.-  f  t-  in  addition  to  the  capital  or  permanent  property  of  tlio 
eouiiiiuniiy.  Under  the  American  system  it  is  not  used  for  purposes 
oC  revenue,  as  no  fees  are  charged.    In  a  growing  city  wbm  popu- 

!!iually  increasing  it  is  obvious  that  more  soboolbouses^^^ 

e  built  every  few  years  and  perhaps  even  annually. 

t  tice,  therefore,  the  same  capital  expenditure  will  have  to  be  made 

every  year,  or  almoet  every  year,  it  is  proper  that  it  ahould  ba  paid 

for  every  year,  or  almoet  every  j^ar.     In  other  words  the  cosi  of 

iiouses  in  a  omistantly  goring  community  ought  to  bs 

Uc(r;i>  cd  out  of  ta^^on  the  pay-as-you-go  principle.    The  situa> 

lion  is,  however,  different  with  the  other  class  of  non-self-supporting 

I  pita!  expenditures,  namely,  those  of  a  non-recurring  kind.    Take, 

li>  <'e,  the  purchase  by  the  governmetit  of  the  telegraph  or  'K4, 

u    ,  system  with  the  intention  of  so  reducing  charges  as  not 

en  to  meet  running  costs.     Or,  better  still,  take  the  building  of  a 

great  art  museum  in  a  city  or  the  purchase  of  a  comprebensiva 

sx'stem  of  parks.     In  the  ordinary  course  of  events  a  considerable 

<  nod  would  elapse  before  another  art  museum  or  another  such 

system  of  parks  will  be  needed.    Since  the  museum  or  park  will 

continue  to  benefit  the  community  as  a  whole  for  many  years  there 

^  evidently  an  impropriety  in  putting  the  entire  burden  upon  the 

in  any  one  year.    To  attempt  to  do  this  would  not  only 

.  .  I  able  in  itself,  but  would  also  defeat  its  purposes;  for  the 

irger  the  expenditure,  the  more  disinoHned  would  the  taxpa>'eriof 

•  ar  be  to  authorise  the  outUy.    The  probable  result  would 

.  .  or  even  complete  failure,  to  authorise  much  needed  im* 

rovemcnts.     In  the  case,  therefore,  of  non-recurring,  non-eelf-sup-' 

r  pital  expenditures  the  utiUsation  of  pubUc  credit  is  clearly 

P'  e. 
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There  ia  of  course  a  border  line  or  twilight  zone  where  the  ai 
gumwiis  M  between  loans  and  taxes  are  rather  evenly  balanced. 
Take  tlie  New  Yoik  court  house  problem  as  an  example.  It  is 
dUBouH  to  my  whether  this  ought  to  be  called  a  recurring  or  a  non- 
reeurring  expenditure.  A  new  court  house  is  indeed  not  needed 
year.  It  is  only  a  few  decades,  however,  since  the  present 
hooee  was  rebuilt.  The  same  is  true  of  bridges  in  a  rapidly 
growing  oommunity.  More  than  a  certain  number  of  bridges  will 
probably  not  be  required  for  a  loii^  time.  But  in  the  interval  new 
er  better  bridges  may  be  needed  every  few  years.  Where  the  op- 
posing arguments  are  so  close  it  is  evidently  desirable  to  defray  tl 
outlay  partly  out  of  loans  and  partly  out  of  taxes. 

Opposed  to  the  capital  expenditures  of  governqient  are  tl 
ourrent  expenditiu^s.  These  may  be  divided  into  brdinarv  ai 
eatit^niiJiiiniymfpenditiirm  Ordinary  expenditures  are  those  whi< 
are  incurred  for  the  ordinary  work  of  government  from  year 
year  as  it  may  be  anticipated^mLactanged  for  in  the  budget.  As  t 
tbese  there  is  no  question  but  thcR  they  shoulc^e  met  entirely  out  < 
tbe  proceeds  of  taxes.  One  of  the  glaring  aAes  of  the  old  Tan 
many  regime  in  New  York  City  was  the  way  in  which  they  kei 
ibe  tax  rate  down  by  borrowing  money  for  the  ordinary  currc 
expenditures;  as,  for  instance,  the  issue  of  twenty-year  bonds  for  1 1 
purchase  of  brooms  which  lasted  only  a  few  months. 

Extraordinary  expenditures,  on  the  other  hand,  are  those  v 
cannot  well  be  foreseen  or  predicted  with  any  reasonable  accui 
as  the  result  of  some  unforeseen  contingency  they  are  out  of  tl 
regular  order,  that  is,  they  are  extraordinary. 

Extraordinary  current  expenditures  may,  however,  Uke  tli< 
capital  expenditures  mentioned  above,  be  subdivided  intoxecurriii^^ 
and  qffl'gecurrinpr  expenditures.     A   non-recurring  extr 
expenditure  is  typified  in  the  case  of  the  Chicago  or  the  B< 
Since  the  outlay  needed  to  keep  these  communities  alive,  or  to  r< 
pair  the  ravages  of  the  conflagration,  may  not  be  expected  e\ 
ooeur  again,  or  certainly  not  for  a  long  future,  it  would  be  ; 
festly  improper  to  saddle  the  entire  burden  upon  the  uofortunat 
taxpayers  of  that  particular  year.     The  probability  is  that  if 
attempt  were  made  to  do  so  the  needed  repairs  could  not  be  ma 
aD,  or  certainly  not  to  the  extent  that  would  be  appropriate.     Of  . 
nmilar  character  would  be  the  extraordinary  expenditures  occa 
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ik>ncd  by  a  great  flood  or  famine  in  a  country 
•uch  catiiMtropbei. 

'  -   'ho  other  hand,  there  are  certain  ohiiM  of  exiraordinmry 

I  ee  the  recurrence  of  which  roay  be  reaaonabiy  cxpeded 

'  lie  date  of  the  recurrence  is  unknown.    This  would  be  tkm 

r  •  arthquakee  in  a  country  like  Italy  or  famines  in  a  oountry 

li  or  tomadoe  in  some  parte  of  the  United  States.    In 

liire  It  in  entirely  proper  to  accumulate  out  of  the  prooeedi  of 

-  n  fund  which  can  ultimately  be  used  for  that  purpoae  when  Um 

>n  uriik's.    Since  the  contingency  may  occur  at  more  or  lam 

lie  inter\'als  it  would  manifestly  be  unwise  to  shift  the  burden 

ui       rhr  future;  for  before  the  future  comes  another  contingeoey 

of  (i.       lie  kind  may  have  occurred. 

W  !  lally  we  come  to  such  exi^giulitures  as  these  of  modem  If^-^ 

&  It  is  indeed  true  that  as  long  as  human  nature  remains     f^. 

vs:      It  is  and  the  fundamental  causes  of  an  economic  and  racial 
j,j        ...  .....  jjQ^  removed,  every  nation  must  look  forward  to 

r*  oaks  of  this  scourge.     Certainly  there  is  nothing  to 

!>06c  us  to  the  belief  that  the  history  of  the  world  is  to  be  so 

i  ^  nngcd  in  the  year  1917.    In  a  certain  sense,  therefore,  the 

f  ary  expenditures  of  a  war  may  be  put  in  the  class  oi 

'Hg  ''^PCadifarWi    The  recurrence,  however,  of  such  a  gigan- 

r  as  the  present  world  conflagration  rnnr^i  hf  fiyr'**^  ^* 

iiate.    It  is  to  be  expected  that  it  will  take  at  least  several 

••8  for  the  various  belligerents  to  recover  from  the  strain  and      / 

*"  *^      'inflict.     In  the  meantime,  whether  it  be  one  decade  or     ■ 

s  that  elapse,  the  benefits,  such  as  they  are,  in  any 

country  necessarily  attach  to  the  interveningyeaiei  >.  And  ) 

ts,  it  is  not  legitimate,  even  if  there  are  no^fenefijM^  *Ui  \ 

entire  burden  upon  those  who  happen  toocTtaxpayeni 

the  course  of  the  war.    When  we  speak  of  the  distinction 

"  *  !ie  present  and  the  future,  it  is  not  necessary'  to  conceive  ol 

tl  as  the  future  generation  or  the  future  centur>'.    There 

^^r      11  manner  of  changes  in  the  taxpaying  abilities  of  the  dtiieos 

!ryoreven  within  a  generation.     And  with  refereoee 

.l:ur  circumstances  of  the  present  conflict,  if  thb  ii  a 
IT  to  make  democracy  safe,  it  is  certainly  just  that  the  ooming 
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which  will  enjoy  the  beoefito  of  security  should  bear  some 
part  oC  the  cost  of  preeerving  it. 

The  oooclusion,  therefore,  would  be  that  in  the  case  of  a  grc;^.. 
war  it  would  meet  all  the  demands  of  justice  to  put  part  of  the 
burtien  upon  the  preaant  taxpayers  and  to  shift  the  remainder  upon 
iba  taxpayer!  of  succeeding  years  with  the  understanding  that  all 
the  charges  of  the  war  will  finally  have  been  met  before  the  period 
when  the  recurrence  of  a  similar  outbreak  is  within  the  realm  of 
probability.  This  conclusion  in  other  words  shows  the  essential 
hnitimnny  of  utiUsing  both  loans  and  taxes  in  times  of  war. 

IV.  Thb  Disadvantages  of  Loans 

The  net  gain  involved  in  public  credit  may  be  impaired  or  evi .. 
converted  into  a  loss  in  three  ways:  (1)  if  exclusive  use  is  made  of 
public  credit;  (2)  if  the  system  of  taxation  after  the  war  is  materially 
changed  to  the  disadvantage  of  the  community;  (3)  if  public  credit 
is  so  abused  as  to  lead  to  serious  inflation.  Let  us  consider  each  of 
these  in  turn: 

1.  All  credit  rests  on  a  substratum  of  cash.     Private  credit 
an  adjunct  of  capital  but  it  must  depend  on  capital.     The  loans  t): 
a  bank  can  make  ought  never  exceed  a  certain  percentage  of  the 
reserves.    The  volume  of  credit  can  always  be  greater  than  tb«^ 
amount  of  the  cash  reserve;  but  it  cannot  safely  be  independent 
that  amount.     In  the  same  way  the  attempt  to  finance  a  ^igaii' 
Arar  entirely  by  loans  without  any  solid  basis  of  taxation  would  al 
jrepresent  unsound  finance.    The  resulting  loss  of  confidence  won 
(manifest  itself  in  a  depreciation  of  successive  issues  of  government 
U>onds  and  would  ultimately  cause  embarrassment  or  disaster.     But 
just  as  a  bank  may  issue  several  dollars  of  credit  for  one  dollar  of 
cash,  so  a  government  may  borrow  for  war  purposes  considerabl> 
more  than  it  raises  by  taxation  with  equal  advantage  to  all  concernoH 
To  finance  a  war  entirely  by  loans  is  inadvisable;  to  financ( 
war  in  large  measure  by  loans  is  legitimate.     Employed  in  moder 
tion  and  based  on  a  sohd  foundation  of  largely  increased  war  ta.\ 
/  tion,  war  loans  are  advantageous  in  reducing  war  costs.     But  t! 
(foundation  of  taxation  must  support  the  edifice  of  loans.      Vnh 
taxes  are  levied  to  an  amount  at  least  necessary  to  provide  for  1 1 
interest  on  the  new  loan,  as  well  as  for  a  reasonable  amortizati^ 
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cpjota  or  additional  sumt  ealeulatod  to  rink  the  debt  within  a 
r«aiioimblo  period,  the  advantages  of  war  loam  will  disappear 
T^  danger  to  which  some  of  the  beUiferenU,  like 

{•I  •!    ncriiiAnv.   Iiav^    alrt^fiilv  fiii(*rujnbed    in   the 

pr. 

2.  li  taxi  .^  <i;ii  ii>^  the  war  were  to  be  raised  entirely  from  those 
beet  able  to  pay,  aiul  if  the  tax  sj^stem  were  to  be  so  altered  after 
the  war  as  to  bear  with  severity  upon  those  less  able  to  pay,  the 
advantage  of  loans  over  taxes  would  be  impaired.  It  mi^t  be 
eUinicd,  for  instanoe,  that  the  ordinary  system  of  taxation  in 
time  is  influenced  so  largely  by  the  richer  classes  that  wealth 
it>  result  of  a  war,  however,  the  wealthier 

mil.  patriotic  and  will  be  more  ready  to  eootribuie. 

Even  if  this  should  not  be  the  case,  the  very  immenrity  of  the  sums 
t<'  1.  it  might  be  said,  will  make  it  impoarible  to  secure  what 

if<        .      irom  taxes  on  general  consumption  and  will  necesritAte 

^ort  to  taxes  on  wealth.  To  raise  any  part  of  war  expenditures, 
iheirforr  by  loans  instead  of  by  taxes  simply  means  that  the  lass 
afliucui  classes  will  ultimately  have  to  pay  more.  This  involvM  & 
serious  social  maladjustment. 

It  may  he  (lucstioned,  however,  whether  such  an  argument  is 
not  in  reality  illicit.  For  we  have  here  a  comparison  not  between 
loans  and  taxes  but  between  two  different  s>'stems  of  taxation.' 
It  if  taxation  after  the  war  could  be  based  upon  the 

*^i       ^         .  ,   -     iples  as  taxation  during  the  war,  the  entire  argu- 

ont  would  fall  away.*  But  this,  we  are  told,  is  exceedingly  un* 
likely.    The  enthusiasm  engendered  by  the  war,  which  will  make 


*  Profenor  Pigou,  for  instanee,  with  whom  this  whole  arguiiMot 
•ci  Dot  eompare  Uxm  in  goDend  with  loans  in  iencfml,  but  i»sm  od  the  wmMk^ 

villi  uuceeoo  the  poor.  "Under  the  tax  method  the  rich  mod  modarmte^  rich  raa^y 
•boulder  the  whole  burden  of  the  charge  that  is  Uid  upon  them.  Under  the  kiSB 
•eUMd  they  do  not  do  this,  because  they  ere  compeneeted  afterwirde 
u«Qs  Uid  for  that  purpoee,  pertly  on  themselTes,  but  pertly  on  other  and 

liooa  of  the  community."     Tht  Bcomm^  and  Fmamei  tf  Urn  War,  by  A.  C 

^ou.  1916,  p.  70. 

•  lYofomor  Durand,  for  instance,  talk  us  "  If  we  couki  emure  oumlireBthet  the 
aiitribution  of  taxes  after  the  war  wouki  be  as  the  dietributaoa  of  taaee 
the  war,  there  wouki  be  little  choice  between  taxation  and  borrowiag.' 
JfeWiM/ion  far  War,  papers  presented  at  the  Joint  ConfersMe  of  the  Westa 
BeoQomio  Society  and  the  City  Chib  of  Chicago.  June  21  and  22,  1017,  p  Ig. 
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the  wftAlfhv  willing  to  pay  greater  taxes,  will  subside  after  the 
war 

I'hc  retort,  however,  at  once  presents  itself:  what  if  peace  taxes 
thould  be  better  than  war  taxee?     It  might  plausibly  )>e  argued 
that  during  the  enthusiasm  engendered  by  a  war  the  great  mass  < 
the  people,  and  not  only  the  very  rich,  might  be  willing  to  endure 
extra  burdens;  whereas  after  the  return  of  peace  they  would  i insist 

^  upon  a  more  equitable  distribution  of  the  burden.     As  a  matter  < 
fael  the  fiscal  history  of  our  own  Civil  War  would  tend  to  bear  out 
thie  theory.    The  tax  system  during  the  Civil  War  was  composed  to 
an  overwhelming  extent  of  burdensome  taxes  on  the  great  mass  * 
the  oommunity.    The  income  tax,  for  instance,  was  slight  as  com- 
pared with  the  tax  on  manufactured  ai  tides.     After  the  return  of 
peace,  on  the  other  hand,  these  burdensome  taxes  were  removed  one 
by  one  and  the  income  tax  was  among  the  very  last  to  disap 
Instead  of  the  tax  system  after  the  war  becoming  progresr 
wonw  or  more  unjust,  it  became  progressively  better,  or  less  unju^ 
The  same  thing  is  true  of  the  fiscal  history  of  other  wars. 

In  truth,  however,  such  an  interpretatioir  would  be  just  as 
invalid  as  the  preceding  one.    There  is  no  necessary  nor  probal 
tendency  in  the  one  direction  or  in  the  other.     Some  systems  ( ' 
taxation  have  been  better,  and  some  have  been  worse,  than  < 

(  sponding  syetems  of  peace  taxation.     There  is  nothing  in  the  natur 
of  war  or  peace  which  will  fundamentally  affect  the  situ 
No  one  class  in  the  community  has  a  monopoly  of  loyalty.     II  i 
.does  not  show  that  the  rich  are  more  patriotic  than  the  poor.     1  i 

J  jreal  foroee  which  make  for  more  equitable  taxation  are  tin  i^ 

/  idemocratixation  of  the  community  with  an  increasing  leai  of 

Hhe  principles  of  justice.    Modern  systems  of  taxation,  in  war  as  j 
peace,  are  everywhere  more  equitable  than  form(  i 
oC  the  gradual  prevalence  of  these  two  factors.     'J  i 
for  the  assumption  that  the  return  of  peace  will  check  this  progre 
of  democratization.     There  is  no  adequate  foundation  for  the  ' 
that  in  a  democracy  the  fundamental  causes  which  make  for  j 

^Profeaor  Dannd  bases  his  whole  argument  on  the  assumption  that  t) 
post-war  Uses  would  be  lea  equitable  than  the  war  taxee.    Hero 
"thiiisiiotaoeoMMryrMult,''  but  he  believes  that  "  the  great  poll ti 
Um  wiOUmIo  rhtan  would  almost  certainly  enable  them,  if  they  sought  t' 
to  drift  pot  of  ths  bordeo  oo  the  poorer  claases,  and  they  would  probably  > 
doao."    0|i.ciL,p.96. 
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«ently  firm  btuiis  on  which  to  predicate  tl»e  inferiority  of 

'      '.et^leiwy^ 

tladoo^ibO 

burdens  of  which  are  borne  in  large  part  by  (-lanat, 

it  iM  u>  That  loanit  f!i^ 

tion  I  ins  neoeasari.  lial 

V    •       to  more  inflation  than  would  be  brought  al>out  by  other 
II .  io,  ifi  quite  ar      '  ■  r. 

l>c  said  that  i  inflation? 

the  case  of  foreign  I  question  can  of  course  not  arise  so  far 

the  hoinr  .        '  !      Domestic  loans,  however,  may  be 

Hrrivi'il  tr- 

ui)  From  the  Uquid  or  free  loanable  capital  in  ^iffttm^ 
1 :  '  *  ' '  <  of  previous  accimiulation,  are  always  found 

n-t  I  the  financial  centers.     In  the  United  States 

these  are  to  a  great  extent  loaned  on  the  stock  exchange  and  used 
for  purposes  of  speculation.*    The  transfer  of  these  funds  from  the 
ft  ork  ( \rliange  to  the  govermnent  will  assuredly  not  lead  to  inflation. 
o  contrary  would  h^  tto  CMfli  fi  ^   /H^^ 

1  rom  the  surplus  of  ciurent  pr(  '     '*    i.    The  annual    , 
-  products  of  a  coinniunity  are  oru  converted  into 

tive  capital  through  new  investment,     if  these  investmeota  ^ 
ar  I  into  the  channel  of  government  bonds  instead  of  VDfJ 

H^  iiere  is  uo  tendency  to  iiiHation. 

)  From  a  diange  of  investment.    If  investors  are  tempted  N 

•'       '  i.'s  and  to  Imy  government  bonds  thm.isy 

on.     If  tlicy  sell  their  domestic  industrial^ 

les  in  order  to  invest  in  government  bonds,  there  will  even  be  aC 

'lO  contrary.     For  the  throwing  of  so  nuuiy  domaatic  1 

:»e  market  will  tend  to  reduce  their  value—leading  to  / 

A-er,  rather  than  higher,  prices. 

(d)  From  antiftipatsd  savingn      Many  a  citisen  oi  ntouenite 

•  ftT>s  will  invest  in  war  bonds  paying  for  them  by  the  fractional 

itt's  which  he  laboriously  purchases  out  of  the  savings  due 

I    or   increased   production.    This   will 

*  the  revene. 

urand't  oritidaD,  op.  cii,^  p.  10,  OTtriooks  this  imporUot  fact. 
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(0)  Ftcth  l^^i^mying  ilI  tha  tiAn|^.  It  is  Only  in  this  single  case 
wheo  the  iovoitor  pays  for  his  war  bonds  by  borrowing  from  the 
iMUik,  or  when  the  bank  itself  subecribes  to  the  war,  that  the  undue 
extension  of  credit  by  the  bank  may  lead  to  inflation.  But,  in  wcigb- 
ing  the  probabilities,  it  must  be  remeinl)ered  that  this  is  unsoui 
banking,  and  that  ever>'  effort  will  be  made  to  avoid  it  in  a  reformed 
lysiem  like  the  present.     As  a  matter  of  fact  we  know  that  tlt^^ 

thave  been  urged  to  make  only  8hort-tiiQfi_ad^^nces  on  11 
rar  loan.     Moreover,  even  if  this  were  not  the  case,  the  v 
n  of  credit  to  the  bondholders  would  necessitate  a  partis. 
rawal,  at  least,  of  credit  facilities  to  the  ordinary  business 
nisee,  so  that  the  inflation  would  be  less  than  it  really  seems. 
What  we  are  considering,  however,  is  primarily  not  whethp»- 
loans  cause   inflation,  but   whether  inflation   is  due  to  loans  < 
whether  there  is  anything  peculiarly  distinctive  about  loans 
inflation.     These    considerations    have    almost    entire 
overlooked  in  the  discussion. 
In  the  first  place,  there  is  no  doubt  that  wars  are  always  a 
tended  by  inflation.     But  this  inflation  would  ensue  entir"i^   n,..; , 
I  4/^      -V  from  loans.    The  chief  factors  which  explain  ^.l^g  tjr^  nf  pn^  ig 

;# **^  dC^*^   ^"'^^^^*"^"  of  production  coupled  with  the  falling  oft  u,  i,,^  co 
J,    iiji^jr        output,  and  the  AUgpiented  supply  of  the  currfincy.     These  a: 
jJJrJ^'v  the  fundamental  causes  which  make  for  inflation  and  they  w 

«>^i^  exert  their  effect  irrespective  of  the  choice  between  loans  and  taxca. 

In  the  second  place,  it  is  a  fallacy  to  suppose  that  if  loans  lead 
to  inflation  taxes  will  prevent  inflation.     Modern  .war  taxes  arc  to 
ap  overwhelming  extent  levied  on  business.     The  distinguish] p" 
features  of  our  present  system,  for  instance,  are  the  high  corpora 
income  and  excess-profits  taxes.     It  is  familiar  to  those  acquainted 
with  business  conditions  that  many  corporations  whose  profit^ 
are  largely  on  paper,  whose  resources  are  heavily  engaged,  and  wi 
are  anxious  to  utilize  their  profits  in  extending  their  operations,  a 
now  preparing  to  borrow  on  a  large  scale  from  the  banks  or 
short-time  notes  in  order  to  pay  their  taxes.     Were  the  war  to  1 
entirely,  or  to  a  large  extent,  by  taxes  instead  of  by  loaii 
this  resort  to  bank  credit  on  the  part  of  prudently  managed  <^'^' 
would  be  still  further  emphasized.     There  is  conseqi 
difference  than  is  commonly  supposed  between  a  resort  to  loui 
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md  a  re«ort  tM  t:i «.♦•••.     .■^'.;;i- '.:  ^'.■■  :  ;  .  ; 

banks  in  ea«-|l  ca.Mr^  uinl  it  im   't>\    im  iii<-  i::     I     :•       ■  '  ;  •:         ;;      •  ...^ 

likely  to  be  far  more  marked  in  the  eaae  of  great  loafia  than  in 
ihe  raae  of  very  high  taxatiOD.^ 

Finally  it  must  not  be  forgotten  that  if  there  were  no  loftoe,  or 
even  inaignifioant  loans,  the  tax  system  would,  in  all  probability,  not 
or '  i-essive  in  its  burdeneoipeiiess>  but,  as  we  shall  see,  ioM^   / 

j^u  'Hyi^d!    With  a  faihire  ci  war  taxation  to  defray  expeo-  y 

ditures  the  ultimate  resort  would  then  neeessarily  be  to  fiat  money 
or  to  paper,  which,  as  everyone  oonoedes,  would  cause  far 

gr<  in  than  anything  else.    Thus  the  faihire  to  resort  to 

loans  in  proper  amount  would  almost  inevitably,  in  a  protracted 
c«>  '  ^id  to  the  worst  possible  kind  of  inflation. 

>ot  clear  then  that  the  relation  between  loans  and  inflation 
must  not  be  exaggerated?  Loans,  may^  indeed  lead  to  inflatioo, 
lu  V  taxes  lead  to  inflatio         '    '      is  due  primarily  to  other  "^ 

ai.  fundamental  causes  i  loans  or  taxes;  and  the 

attempt  to  avoid  inflation  by  abandoning  the  use  of  loans  will  almost 
faievitahly  lead  to  far  greater  inflation  in  the  end. 

If,  then,  there  is  little  reason  for  anticipating  (1)  any  serious 

abuse  of  public  credit,  or  (2)  a  fundamental  and  unfortunate  change 

in    '  I  after  the  war,  or  (3)  any  undue  or 

t<  ion  as  a  result  of  loans,  it  follows  that  a 

redit  may  be  of  net  advantage  to  SQCJe^. 

V.  The  Advantages  and  Disadvantages  op  Taxis 

Tp  to  this  point  we  have  adverted  to  the  advantages  and  disad- 
v.H  of  loans  and  by  implication  have  considered  some  of  the 

ai  s  and  disadvantages  of  taxation.     It  may  conduce,  bow- 

er, to  clarity  of  exposition  to  marshal  here  some  of  the  arguments 
hich  refer  particularly  to  taxes. 

The  fi*«*  o^x,a»f «iyp  pf  yiir  f,|ixftt,j^  is  iu  effset  upon  iwwnmp-  / 
ticu).  As  we  pointed  out  at  the  beginning,  the  important  point  in  * 
'^e  economic  life  of  a  community  at  war,  as  at  peace,  is  to  haTe> 

*  It  ii  si«iu6caQt  that  PiofMsor  Pigou,  wbo  wu  the  lint  to  put  forward  tha 
MatioD  theory  in  war  finance,  ia  oareful  not  to  limit  thia  probable  eiraDCuality  lo 
loant.  He  teOiuaezpUotUy:"  If,  aa  is  probable  in  the  ease  of  ¥inrlvfil>viii^ 
tbar  ( t  he  rich)  borrowinfi  for  war  ktana  and  war  tasM  exeei 
ieci  in  times  of  peaee,  there  is  likely  to  ooour  a  certain  aoiount  of 
tioo."    Op,  dL,  p.  76. 
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A  ^^irp****  ^  aiwrmnt  productipn.    This  surplus  must  be  measured 
in  terms  not  simply  of  material  output,  but  also  of  subjective 
SAcdfioes.    The  outstandinfi;  fact  in  every  great  war  is  the  sudden 
and  sharp  reduction  in  production.     Unless  the  consumption  of  th^ 
conmmnity  keeps  this  slower  pace  the  result  will  be  disastrou 
For  although  the  community  can  rely  to  a  certain  extent  upon  the 
aeeumulalions  of  the  past  and  can  also,  as  we  have  pointed  out,  defer 
some  of  the  sacrifice  to  the  future,  a  large  part  of  the  burden  must 
be  borne  at  present.    The  current  consumption  of  the  communit 
must  be  cut  down  to  the  measure  of  t^>"  ^^^reut  production  if  the 
is  to  be  any  surplus. 

The  advantage  of  high  war  taxes  is  that  thi^v  may  help  to  bring 
about  this  result.     But  while  this  is  true,  the  effects  of  taxation  on 
consumption  must  not  be  exaggerated.     In  the  first  place  taxation 
is  not  alone  in  affecting  consumption.     Consumption  may  be  in- 
fluenced by  legislative  prohibition  and  by  rationing.     In  truth 
during  the  present  war,  these  factors  have  been  of  much  great  < 
influence  than  taxation.     In  the  second  place  taxes  are  not  the  on : 
fiscal  expedient  which  can  affect  consumption.     One  of  the  chi 
points  in  the  recent  issues  of  war  loans,  here  as  abroad,  has  been  tl 
appeal  to  patriotism  and  the  facilities  afforded  for  investment  in  the 
loans,  to  l>e  made  good  by  current  savings.     It  is  true  tl  *»*  ^  ^xes 
involve  a  compulsory,  and  loans  only  a  voluntary,  appeal  g) 

But  it  would  be  a  mistake  to  overestimate  the  influence  of  the  forni* 
and  to  underestimate  that  of  the  latter  in  reducing  consumptin 
In  the  third  place  the  beneficial  effects  of  taxes  upon  consunn 
(  tion  may  be  seriously  exaggerated.     If,  as  is  true,  war  taxes  1. 
\  assume  the  form  of  taxes  on  business  enterprises  and  corporal-, > 
(there  will  be  almost   no   influence  upon  consumption;  and   tl 
nttle  influence  exerted   on   consumption  may  be  outweighed  I 
the  possible  injurious  effects  on  production,  thus  reducing  in-<  • 
of  enlarguig  the  social  surplus.     Moreover,  even  as  far  as  indi\ 
income  taxes  are  concerned,  the  results  are  by  no  means  certan 
.  On  large  and  very  large  incomes  the  tax  is  not  apt  to  be  paid  out  < 
J  current  income  at  all.     The  ordinary  man  of  wealth  will  be  mur 
Imore  likely  to  draw  temporarily  upon  his  capital  during  the  w.. 
(than  to  reduce  his  personal  expenditures.     Again,  while  it  is  tru 
that  very  high  taxes  on  small  or  moderate  incomes  will  check  coj- 
•omption  the  danger  is  that  we  shall  cause  not  only  sacrifices,  bn 
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real  privation,  the  disadvanttfet  of  which  ixiav  rmintiirl^Arir«  n^ 
ui.^  '  i^oe  of  a  reduced  oonauinptiot. 

lie,  tbeiefore,  hi^h  war  taxea  ma^-  lend  la  part  to  feduea  oon- 
.  the  efTects  and  beneficial  conseQuenofiii  can  ^mtSty  be 


I  the 
ujje.    A 

J  make  immense  caina  aod  the  profile 
apt  to  be  more  or  \em  widely  dif* 
y  in  the  form  of  high  wafat  and 
It  ia  for  this  reaeoo  that  the  tax  oo 
has  everywhere  beooine  a  funda- 
gram.    In  the  seoond  plaee  the  ^ 
ioc  level  due  to  the  inflatioa^that  always  accompanies  a 
cs  a  given  tax  a  much  smaller  relative  burden.    Aod, 
It  is  more  economical  to  levy  high  taxes  during  a  war  wheo» 
til*         rsiou  of  current  income  to  ordinary  invest ment  of  capital  ia 
r  biuaU  than  to  postpone  the  tax  until  a  time  when  tht  need     > 

*        .1  iuvcetment  will  again  beoome  acute. 

These  are  the  undoubted  advantages  of  high  taxes.     But  over 
A^LM  sf  the  advantages  must  be  set  the  disadvantages. 

1  ii<  first  drawback  is  the  iaadfiQuacy  of  taxation  during  a  war.  i- 
The  protagonists  of  high  taxation  seem  to  think  that  the  entire  or 
Will  if;],  ti .  (  f  tire  expenditures  of  a  war  may  be  met  with  taxation.*  -^ 

1  i;    rficial  glance  at  the  facts  ought  to  show  the  base 

K-r.  h  an  assumption.    We  do  not  venture  to  utilixe  here  any 

'  wealth  or  social  income  because  of  the  worth- 
purposes  of  any  such  computations.    But  we 
iiould  Hko  to  emphasise  the  fact  that  the  limit  of  taxation  is  to  be  \ 
by  the  social  income,  but  by  the  social  surplus,  thai  la,  ^ 
the  net  income  over  the  consumption  of  the  memberi  \ 
.     Ibis  social  surplus  is  very  much  less  than  is  often  repre-y 
1.    In  England,  for  instance,  where  the  tax  on  the  moderate 
lies  has  been  raised  to  25  per  cent  and  on  the  larger  ineomes 
ip  to  42}  per  cent,  the  net  additional  receipts  from  the  income 

■So,  for  instanoe,  Prafaww  Duraad  my:  "If  diirii«  tbs  war  it«ir  MMr 

prv^CTtMBTB  taxss  wore  levied  sulBQieai  to  iDeet  the  war  eipeoditiiies,"  mp.  criL,  p. 

I  he  wune  thing  ia  true  of  Profeaeor  Spracue  and  ■ohm  other  Amahcao  whtcn. 

. . -.^.baor  Pigou,  however,  is  muoh  more  cautaouain  ahnply  advoeatiag 

revenue  from  l^igh  taiatkin. 
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Uu  amount  to  about  one  billion  dollars.  Even  if  we  assume  that 
the  recipients  of  motlerate  incomes  could  endure  the  privation 
of  an  additional  25  j>er  cent  of  the  income,  thus  doubling  the 
returns;  and  if  we  further  assume  that  on  the  higher  grades  it 
would  be  possible  to  confiscate  the  entire  income  beyond  a  small 
minimum,  thus  doubling  or  trebling  the  revenue,  we  should  have  as 
the  conceivable  maximum  from  the  income  tax  in  Great  Britain  be- 
IweeD  three  and  four  billions  of  dollars.  Again,  if  the  excess-profits 
tax  were  increased  from  the  present  figure  of  eighty  per  cent,  whicli 
>ields  about  one  billion  dollars,  so  as  to  take  in  all  of  the  profits,  w( 
would  have  another  few  hundred  millions  income.  If,  therefore, 
England  were  to  tax  the  entire  available  social  surplus  through  th( 
\  highest  possible  income  tax  and  excess-profits  tax,  the  total  rcveniK 
"  would  be  absurdly  short  of  meeting  the  war  expenditures  which  ar< 
already  now  over  eleven  billion  dollars  and  which  are  gradually 
mounting.  In  order  to  meet  even  one-half  of  the  war  expenditures 
from  taxation  it  would  be  necessary  for  Great  Britain,  in  addition 
to  confiscating  incomes  and  profits,  to  impose  immense  burdens  upon 
that  part  of  accumulated  wealth  or  property  which  is  suseopti})le  of 
•ale  abroad. 

The  figures  mtUatis  mutandis  would  be  similar  in  this  countrv 
In  order  to  raise  even  one-half,  not  to  speak  of  the  total,  of  the 
nineteen  billions  required  this  year  and  of  the  still  larger  sums  which 
needed  as  the  war  progresses,  it  would  be  necessarj^  not  oii1\ 
taxation  most  of  the  smaller  incomes  and  all  of  the  higher 
incomes,  but  also  to  confiscate  virtually  all  of  business  profits,  and 
finally,  after  levying  crushing  taxes  on  consumption,  to  take  such/, 
part  of  the  existing  private  property  of  the  United  States  as  could 
\   find  a  ready  market  abroad.     Even  the  mere  statement  of  such  a 
\y  proposition  carries  its  refutation  on  the  face. 

But  if  the  inadequacy  of  sole  reliance  upon  taxation  is  patent 
there  are  also  well-founded  objootiona  to  lov3ring  excessive  taxes  even 
(  ahort  of  this  impoedble  total.  Taxes  may  roughly  be  divided  into 
J  tues  on  mff}ih  (income,  property  and  inheritance  taxes) ,  taxes  on 
I  bunness  (taxes  on  profits,  production  and  exchange),  and  taxes  on 
I  oooaumption  (import  duties  and  excises). 

The  chief  modem  tax  on  wealth  is  the  income  tax.  It  is  ac- 
cordingly entirely  proper  that  in  time  of  war  the  principal  reliance 
should  be  based  on  this  source  of  revenue  with  a  very  much  higher 


•^  nineteen  b 

jX  Ajt'   I  "nay  b«  »€ 
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frrarluateil  scale  of  progrwiioD  on  Uie  Urger  inoomei.    Bui  entinly 

I  from  the  extreme  advocated  by  Bome  of  ooofiaoatiai  all  io- 

<  M  1,. .  over  $100,00(F  there  are  at  l«tft  (owr^i^gfn  mjgjuaamm 

tfiruiuc  UUeS. 

1.  The  ad  minis  trativo  difficultiee  will  be  greatly  ioereaaed.    li 
'    :^  of  the  income  tax  as  of  the  arithmetic  of  the  etieiomf  tiial 

I  wo  do  not  always  make  four.    Exoeasive  import  duties  in- 
smuggling;   excessive  inwnmA  i|xet  engender  evaaicm.    With 
Mi<  u  a  delicately  adjusted  machinery  as  in  the  case  of  our  income 
X:\\  it  i*«  to  be  feared  that  excessively  high  rates  will  cause  not  only  . 
•iniing  yield  but  also  an  increasing  inequality  as  betweeo  \ 
iipiivi.iual  taxpayers.  ^ 

2.  If  the  rates  are  too  high  the  tax  may  act  like  an  exoesnve  ooo* 
;  >tion  tax  and  by  pressing  unduly  upon  the  margin  of  comfori- 

n:  i<         '  -   n  cause  great  privation. 

led  chiefly  upon  the  higher  incomes  it  may  seriously  } 
li  upon  the  sum  ordinarily  devoted  to  the  educational,  philan*  • 
and  religious  institutions  and  thus  cause  widespread  in-  / 
lie  immaterial  interests  of  the  community.     This  objection' 
tias  only  in  part  been  removed  by  the  recent  amendment  to  our 
mcomc  tax  law. 

4.  Excessive  taxes  on  incomes  will  deplete  the  surplus  available 

for  investment  and  interfere  with  the  placing  of  the  enormous  loans/ 

.v'    ^      ill  be  necessary  in  any  event.     It  might  be  replied  to  this^^ 

iiient  that  the  more  you  raise  by  taxes  the  lees  will  have  to 

t>e  raised  by  loans.    This  does  not,  however,  meet  the  point.     For 

' ' '     '  \es  are  so  high  as  to  discourage  industry-  they  will  obviously 

ue  source  of  future  incomes  and  thus  deplete  to  that  extent 

urplus  which  would  otherwise  be  available  for  future  loans. 

'    apart  from  that  fact,  however,  high  taxes  will  inisffers 

us  in  so  far  as  the  loans  are  fmanoed  even  temporarily  by 

> .     I f  a  would-be  investor  borrows  from  a  bank,  the  amount 

'  '  will  be  in  a  certain  proportion  to  his  estimated  proflts. 

diminution  of  his  pro8|)ective  income  will  cause  several 

doUars  in  the  amount  which  he  will  think  it  prudent  to 
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m  or  which  the  bank  will  think  it  safe  to  lend.  If,  therefore, 
J  khft  tnoome  tax  is  so  high  as  seriously  to  deplete  his  investing  surplus, 
It  will  cause  a  far  greater  falling  ofT  in  the  amount  which  he  can  nl 
icribe  to  the  loan.  It  is  significant  that  this  is  the  chief  argun  i  i 
thai  has  weighed  with  the  Chancellor  of  the  Exchequer  in  England 
in  refunng  to  increase  English  taxation. '° 

KjioesaiTe  taxes  on  business  again  may  have  all  manner  of  in- 
jurious conseqoenoes.    Taxes  on  war  profits  are  indeed  not  open  to 
the  same  objections,  but  our  tax  on  excess  profits  is  far  mor 
tax  on  war  profits.    When  they  are  too  high,  they  tend  to  ( 
I,  needed  transfer  of  industry  and  of  investment  to  war  purposes  just 
at  the  time  when  new  enterprise  is  desperately  needed.     Altln      ' 
our  tax  can  by  no  means  yet  be  called  excessive,  it  is  well  kii< 
that  in  several  important  cases  it  has  already  begun  to  exert  such 
_   a  rcprcasive  effect. 

The  evils  of  excessive  taxes  on  exchange  and  consumption  arc 
so  familiar  that  they  need  not  be  recounted  here. 

It  will  be  seen,  therefore,  that  the  dangers  of  excessive  f 
not  to  be  overlooked.     The  anti-social  consequences  of  ( 
taxation  are  perhaps  more  to  be  emphasized  than  the  similar  evils 
of  excessive  loans. 

It  is  important,  moreover,  that  the  public  mind  should  be  in- 
formed not  only  as  to  the  dangers  of  excessive  taxation,  but  also  a.s 
to  the  inevitable  failure  of  exclusive  rolianoo  upon  any 
of  taxes.     It  would  be  in  the  highest  degree  unfortunai 
emphasis  upon  such  slogans  as  '* conscription  of  wealth"  and  the 
like,  f  ■  ral  citizen  body  acquired  the  feeling  that  war  i  m 

mean  nity  for  themselves.     Just  as  the  war  from  a 

point  of  view  can  be  won  by  putting  forth  the  united  efforts  of  the 
nation,  so  the  war  can  be  won  from  the  fiscal  point  of  view  only  by 
reliance  upon  the  ability  of  the  entire  citizen  body  whether  rich  or 
poor. 

••Mr.  Bonar  Law^as  stated  this  several  times,  the  last  time  on  August  IM, 
1917:  "I  quit«  admit  that  in  financing  the  war  the  government  has  to  get  the  laj^^^_ 
■moaot  out  of  taxation  which  is  compatible  with  maintaining  the  financial  boI|^^^^| 
of  the  eouotr>';  but  JL  have  said  many  times  that  there  comes  a  linait  at  whiBH^^l 
jwi  keep  on  tncreaaing  taxation,  you  might  give  up  all  hope  of  raising  money  by 
loui.    It  is  obriooi  that  if  you  tax  to  such  an  extent  as  to  destroy  tb*  ! 

potMtm,  you  nuaii  abuidon  all  hope  of  loans."    Parliamentary  Dt' 
ievti,p.M4,M6. 
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o  believe  it  iji  essentially  sound  finaiirc*  to  nuie  far  larger  mum 

II        '  o  DO  lanco  lo  brtak 

f<  many.    Bui  in  eon* 

ig  the  limits  of  taxation  one  ia  apt  to  overiook  obviout  faeU. 

*  ''         T'       III  raii*od  li>  f  163  million  pouodt; 

or  351  mil         .     indi  additional,  i4., 

iout  215  per  cent  more.    The  United  States  rained  by  taauitioo 

11:    *'      ^  ur  years  1012-1015  an  average  of  648  million  doUara 

:r  '     The  War  Revenue  Act  of  1017,  which  in  flmMCted  to 

$2,510,000,000,  increases  the  taxes  by  387  per  cent.    What  it 

n  I   .  iii«ati8  to  quadruple  the  burdens  of  taxation  is  notgBneraUly 

n<  Mf,) ./,.^1  by  thusie  who  speak  so  glibly  uf  defraying  ilia  aniin 

liture  of  a  war  from  taxation.     That  wc  liave  reaehed  the 

iiiiui,  however,  is  by  no  means  sure.    The  practical  situation  tbai 

oonfronts  ua  is  this.    The  additional  war  expenses  this  jrear  will  ba 

about  nineteen  billions,  of  which  about  four  billions  are  still  to  be 

pr      '    *     Itis,  inouropiii:  '   Teasible  to  raise  more  money 

l>^  on,  perhaps  anoti  or  one  and  one-half  l^Ufftfia 

urn  the  income  tax,  the  excess-protits  tax  and  new  excise  taxot. 

even  come  when  we  shall  have  to  secure  a  still  further 

>  taxes  on  accumulated  wealth.     But  even  with  all 

>ese  resources  it  is  indubitable  that  an  important  reliance  will  con- 

unuc  to  be,  as  it  ot    '     '    '  loans.     The  enthusiastic  plan,  so 

hastily  advanced  :in  econoinidts  of  financing  the 

ar  "mainly,  if  not  entirely**  from  taxation,  and  even  the  fifty-fifty 

'  originally  advanced  by  the  executive,  arc  so  far  be- 

't)le  or  economically  defensible  that  the>'  may 

iteiy  be  neglected. 

VI.  Conclusions 

I  he  conclusions  from  the  above  analysis  arenas  follows: 

ins  are  i  'able  to  a  sound  war  finance. 

tond  to  1  10  burden  of  a  war. 


1)1.;  662  miUkiof 

1   11  67i  millioas 

1  '  1  >  620  milMoas 
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2.  To  attempt  to  finance  a  war  exclusively  through  loans  i> 
UKi. 
b  attempt  to  finance  a  war  exclusively  through  taxes  is 


dioilraish 
S-Tc 


4.  War  taxes  should  be  large  and  immediate,  but  should  never 
be  itretehed  beyond  the  point  where  they  begin  to  lessen  the  social 
output,  to  hanii^er  the  transfer  of  pre-war  to  war  production,  or  t< 
press  unduly  on  desirable  consumption. 

5.  War  taxes  must  be  high  enough  to  assure  a  solid  foundation 
for  the  loans  and  to  ensure  a  rapid  payment  of  the  debt  within  a 
relatively  short  time. 

6.  At  the  outbreak  of  a  war,  and  during  the  early  period,  very 
much  greater  sums  ought  to  be  raised  by  loans  than  by  taxes. 

7.  As  the  war  proceeds  a  continuously  larger  amount  can  and 
should  be  raised  by  taxation,  although  at  no  time  will  the  govern - 
moot  be  free  from  the  necessity  of  relying  to  a  considerable  extent 
upon  the  use  of  public  credit. 

In  the  Civil  War,  as  in  some  of  the  belligerent  countries  today, 
it  is  undoubted  that  too  little  was  raised  by  taxes.     At  present  it  is 
probable  that  even  England  could  safely  raise  somewhat  more  than 
the  existing  17  or  20  per  qent  of  war  expenses  by  taxation.     >\  > 
oould  profitably   go    somewhat  higher.     But  between  the  25  <» 
35  per  cent,  which  even  we  have  not  yet  begun  to  reach,  and  tl^ 
80  or  100  per  cent  which  has  seriously  been  suggested  in  thi 
oountr>',  there  is  an  immense  chasm.     Let  us,  indeed,  be  careful 
\to  avoid  the  dangers  to  which  France  and  Germany  have  suc- 
cumbed, but  let  us  not  be  led  by  a  faulty  analysis  or  a  misplaced 
B&thusiasm  into  the  devious  by-paths  of  unsound  finance  and  of 
naiardous  economics. 


rnr  nrr  ATinvQiTip  BETWEEN  LOAV^  Avr>  TAXES  IN 
WAR  FINANCi: 

Bt  Ouvkr  M.  W.  SpRACiUE,  PhD., 
lUrvwd  Univmiity. 

1  shall  discuss  the  relationship  between  loans  and  taxca  in  war 
finnooo  solely  with  reference  to  the  present  eaae  d  the  United  SUtea. 
I  shall  also  aseume  that  the  people  are  prepared  to  adopt  thai 
financial  policy,  however  burdensome  it  may  be,  which  will  enable 
u^  '^arlieet  possible  moment  to  place  an  adequately  equipped 

ar  he  field  and  sustain  our  allies  with  abundant  supplies  ol 

<h\  and  military  material.  That  this  is  a  well-founded  ssfiimptjon 
k  !« r.il  acquiescence  in  the  selective  draft  affords  convincing  eri- 
(if nee.  This  policy,  however  strongly  advocated  by  military  ei- 
psrts,  would  hanlly  have  been  adopted  if  the  experience  of  other 
f^'  '  osent  war  had  not  made  clear  to  the  ordinary 

b)  L'  wise  course  to  follow.    Similarly,  I  feel  cer- 

tain that  if  the  people  become  convinced  that  a  particular  mffthwi 
of  "*  '  it  mainly  by  taxation,  for  example— 

»  .      ly  and  effective  mobilization  of  the 

onomic  forces  of  the  country  for  war  purposes,  they  would  adopt 
tt  \  in  the  same  spirit  which  they  have  manifested  toward 

tl  iption  of  men  for  military  service. 

>  >n  the  other  hand,  if  it  nmkes  no  particular  difference  in  the 

conduct  of  the  war  whether  the  bulk  of  the  funds  is  secured  throu||b 

\fy.i:i<  or  taxes,  if  it  is  a  purely  financial  question,  it  is  altogether 

ly  that  the  people  would  be  ready  to  meet  by  taxation  a  large 

;  tion  of  the  cost  of  the  war.     Revenue  from  taxation  during 

ir,  slightly  exceeding  the  amount  which  will  be  needed  In 

iient  years  of  peace  to  meet  ordinary  expenditures  and  debt 

c!  vould  be  the  policy  which  almost  certainly  would  be 

A'  Or)  purely  financial  grounds,  the  amount  of  taxation 

tl*    w  ir  should  be  somewhat  greater  than  in  the  following 

years  Ml  ).  '   or  lightens  the  burden  upon  the 

taxpayer,  ami  iiuri!:^  tiir     : .iiiiu:; nee  of  a  war  business  IS souiswhal 

more  active  than  during  a  series  of  years  good  and  bad  in  times  of 

88 
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The  Bperiai  profito  reaped  by  those  engaged  in  industrir 
•iijiiuUted  by  war  are  also  a  proper  field  for  special  taxation  of  tli> 
£ii^iah  exoen  profits  variety. 

The  equities  of  the  situation  as  between  those  who  serve  with 
the  oolors  and  those  who  remain  at  home  would  justify  placing  tli 
entire  burden  of  financing  a  war  upon  those  who  remain  at  home,  bi  i 
jliif  in  itself  is  not  a  consideration  which  can  be  relied  upon  t 
develop  general  wilHngness  to  make  the  sacrifice  which  the  policy  o 
taxation  would  impose  upon  the  community.    Hut  suppose  t)i 
people  become  convinced  that  the  amount  of  taxation  levied  during 
the  war  has  an  important  bearing  upon  the  speed  and  efTectivcncsB 
of  our  preparations  for  the  conflict.     Under  present  arranRemenl 
four  bilUon  dollars  of  our  estimated  expenditure  during  the  curreni 
fiscal  year  are  to  be  derived  from  taxation  and  fifteen  billion  dollars 
from  loans.     It  is  quite  possible  that  this  is  a  wise  proportion,  but  i 
i^  were  clear  that  some  other  proportion  would  better  serve  the 
purpose  in  view,  is  it  to  be  doubted  that  the  people  would  favor  its 
adoption?    The  proper,  and  also  the  feasible  relation  between  loai 
and  taxes  in  war  finance  is  surely  that  proportion  which  will  nio 
speedily  bring  about  the  mobilization  of  our  economic  forces  for  tl 
effective  prosecution  of  the  war. 

Without  prejudging  the  question,  and  simply  as  a  conmuj 
method  of  approach,  I  am  going  to  contrast  the  situation  as  it  is  and 
/  may  be  expected  to  develop  under  the  financial  arrangements  whi( 
I  have  been  authorized,  with  the  situation  which  might  be  expccti 
I  to  develop  if  the  proportions  between  loans  and  taxes  had  been  r' 
\  versed,  and  fifteen  billion  dollars  were  to  be  raised  through  taxatio 
\and  only  four  billion  dollars  by  means  of  loans. 

In  one  verj*  fundamental  respect  the  two  policies  would  ha\ 
similar  consequences.     The  expenditure  of  nineteen  billion  dollai 
at  the  present  level  of  prices  the  employment  of  something 


.  like  a  third  of  the  capital  and  labor  of  the  country  in  providing  goods 
I  and  services  for  the  government.     There  will  consequently  not  1 

enough   labor  and  capital   available  to  produce  the  custo: 
V  quantity  of  goods  and  services  for  civilian  consumption  and  l< 
usual  annual  additions  to  the  capital  equipment  of  the  countn 
This  radical,  and  one  is  tempted  to  say  ruthless,  change  i     *' 
relative  proportions  between  individual  and  national  consul   , 
wUI  also  be  accompanied  by  very  great  changes  in  the  quantities  o 
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*     *  'i.     HoiiM-  njiii|4?,  will  \n*  wn!it«-4i  jf. 

f  he  rntv'  of  othcnt  thi?  lietimiMl  will 

v  reduced.    Those  ciigAgcd  in  industries,  the  denuod  for 

!  ;  t-  <.f  wJii.Vi  iv  stimulated  by  the  w»r.  will 

.  '  liif    '  :  i'    'i.i  Inferred  to  theia  from  othor 

it  must  I'   I      inly  become  I(*i»  than  nomuUly  active.    Thts 
•  -  -i  from  u  \ivi%ce  to  a  war  basia  is  neeessarily  a  painful 

engaged  ui  weU-eaiabmiM  mU  prunwrum 

oTbeir  einployes.  i'liere  is  a  natural  inclination  to  make  the  rhan'ne 
-lowly,  with  the  least  poasiblr  '-  *  -hance  and  loss  to  thoac  i5d« 
■  rii.od.    Rut  what  if  military  c  ^  will  brook  no  delay?   CleaHy 

this  is  our  present  situation.     There  is  urgent  need  for  the  produe- 
*'■'■'  ■■'    iiore  food,  ship^  and  militar>'  material  of  ail  aorti.     No 
s  too  great  which  will  accoleruto  ami  increase  the  pfoduetion 
of  these  vitally  important  commodities.     Unhappily,  the  proceas 

'*  *" tion  from  a  peace  to  a  war  footing  is  proceeding  slowly  with 

it  danger  of  increasing  the  loss  of  life  at  the  frorit.  thr 

ion  of  the  war,  and  in  the  last  analysis,  increasing  the 

.  -r  .1     .  .  i^jpj^    Supplies  of  efficient  Ubor  and  of  niaterial 

are  not  lx;ing  enhirged  to  anytiiing  like  the 

mum  possible  extent.    The  fundamental  cause  of  this   un- 

*  ~*      *■"    is  not  far  to  seek.     It  i.s  l>erause  the  demand 

is  continues  intense  in  industries,  the  products 
'1  wiiich  arc  valueless  for  war  purposes. 

•nancing  the  war  mainly  by  means  of  ^^^f  hail 

ilian  demand  for  the  products  of  all  our  in- 

A()u!<!  have  oeen  greatly  dimmishccL^  Owners  would  have 

!  to  convert  their  equipment  to  war  uses,  and  much  labor 

vcTBegireftgfef  for  toit^6yinBnt  in  the  war  industriea.    It  it 

the  Tundamontal  (Icfcct  of  the  loan  policy  in  the  present  emarfWiqy 

.i.„.  ;.    -  (^rte  a  far  less  eflfectiv        'nee  m  these  tlirections.     The 

y  would  De  qmte  a.^  c  if  all  subscriu^rs  io^ liberty 

>  made  payment  entirely  from  current  income  saved  while 

roeeeds  of  each  loan  were  being  expended  by  the  govemroeot. 

\9  event  the  civilian  demand  for  goods  and  servioos  would 

iighly  in  proportion  to  the  increased  govemmont  demand. 

•    'f  the  funds  secured  through  war  loan.*^  does,  of  ooiMaa. 

i  ont  aaviiugg,  but  a  vorv  considerable  part  OOiMMtijrf_ 

borrowings  from  banks  involving  the  expansion  of  bank   credit. 


\e  4i. i:  ...  „r  c. 
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jg  an  increaae  in  the  total  amount  of  purchasing  power  with 
DO  wwTceponding  inereaae  in  the  volume  of  goods  oflered  for~saTe. 
The  civiliiin  demand  for  goodg  is  consequently  not  directly  reducgd 
iby  Uic  full  amount  of  the  loani!  People  endeavor  to  maintainTKcrr 
pSwtbmed  Bcalc  of  expenditure  t^ugh  it  is  manifestly  impo88i})Ic. 
rhe  attempt  is  frugtrated  bv  the  rise  of  prices.  The  expenditure  of 
a  giTeo  sum  of  money  procures  the  proceeds  of  the  employment  of 
•mailer  and  smaller  amounts  of  labor  and  capital. 

The  rise  of  prices  which  results  from  the  loan  policy  of  war 
finance  is  of  couTBe  particularly  burdensome  to  persons  in  receipt  of 
itallonary  incomes  and  adds  greatly  to  the  money  costs  of  a  war. 
ism  ibeee  are  minor  defects  in  comparison  with  the  check  which  it 
places  upon  the  rapid  mobilization  ot  the  labor  and  capital  of  the 
country  for  war.  The  continued  civilian  demand  only  slightly 
rhecked  by  exhortations  to  economy  deludes  producers  into  the 
belief  that  business  can  continue  as  usual  for  a  long  time,  if  not 
during  the  entire  course  of  a  great  war.  They  continue  to  l)uy 
materials,  retain  their  labor  force  by  the  offer  of  higher  wages,  and 
oideavor,  often  with  entire  success,  to  produce  accustomed  supplies 
yfguuh^  regardless  of  their  utility  for  military  purposes.     So  far  as 

C  material  are  concerned,  the  y^overnment,  or  those  having  govern- 
Tneat^ntracts.  mav  meet  the  situation  hv  the  offer  of  higher  uuT 

i  higher  prices,  and  where  this  course  is  only  Dartially  successful,  in. i\ 

I  reeort  to  the  conmiandeerinig  of  essential  products.  As  t^labor/the 
offer  of  higher  wages  is  not  a  sufficient  means  of  securing  an  ade- 
quate and  efficient  supply  and  commandeering  is  out  of  the^iuestloTi. 
When  steady  employment  at  rising  wages  is  offered  at  home,  it  ls 
hardly  to  be  expected  that  workmen  will  flock  to  the  centers  whore 

\  war  industries  f)n^ri«h  Moreover,  the  abnormally  high  wages 
that  are  offered  all  too  frequently  seem  to  be  accompanied  by,  if  not 
to  occasion,  a  positWeJgeg  in  efficiency.  To  sum  up,  although  the 
total  output  of  industry  'is  now  perhaps  greater  than  ever  before, 
the  proportion  of  it  which  is  of  military  value  is  far  less  than  is 
urgently  needed,  and  far  less  than  its  possible  maximum. 

As  evidence  of  the  large  possibilities  of  securing  additional 
labor  and  materials  for  war  purposes,  a  few  concrete  examples  of 
conditions  in  particular  industries  and  occupations  will  perhaps  be 
helpful.  Consider  first  the  case  of  the  pleasure  automobile.  There 
has  been  little  if  any  diminution  of  the  consumption  of  gasoline,  and 
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very  few  ehauffeuni  have  beeo  dtspented  with.    Ctuuiffeani  m  a 

clftHg  have  meohanical  instinctB  and  many  pottatt  not  a  lilUe  cii»> 

skill.    All  of  them  oouid  be  usefully  empioyed  in  ooooe^- 

ii...  .>.ili  our  Bhiphuilding  pfOfram  or  in  allied  oeeupatioiia.  Tbit 
it<  not  i\  question  to  be  determined  by  the  ability  of  the  ampkqrv  to 
luiv  the  wagee  of  the  chauffeur.  The  country  needa  the  dlioon 
tinuanoe  of  such  use  of  this  part  of  its  limited  supply  of  labor.  In 
:iiiv  event  it  will  be  disoontinued  in  the  coune  of  time.  Far  more 
proKresH  would  already  have  been  made  in  this  direction  if  the  War 
I{fvf>ntif*  Act  recently  passed  by  Congress  had  indudeda  tax  of  IIP 
i!  I  h  rising  by  stages  to  >50  a  month  after  next  March  on  "^ 
'  iiipioyers  oK  cdaulTeure  /or  other  than  commercial  or  profeisional 
purpoees.  A  deavy  tax  on  gasoline  used  in  running  pieamre  caia 
would  also  be  gerviceable  here  and  at  th*^  '^'^V  time  effect  a  dm^ 
in>l<-  rroiinmy  iiii.niK  thoso  who  drive  their  own  cars. 

'^^"  '  :  next  to  the  sugar  industry  we  find  that  manufacturers 
:  r  1  soda  fountain  83rrup6  have  been  running  full  blast  all 

^niRhicr,  while  economy  in  the  household  use  of  sugar  lMis"been 
urgiHi  and  in  some  measure  practiced.  »>ubjecied  reoenuy  to  lem- 
piiniry  curinihucni  of  production  and  threatened  by  the  neowity 
<  '  !  iL^  down  permanently,  manufacturers  have  protested  on  the 
CI  uhu  that  thousands  would  be  thrown  out  of  work — this  at  a  time 
u  K«  n  even  were  sugar  as  plentiful  as  sand,  it  may  well  be  doubled 
\\ii«'thcr  these  businesses  should  continue  at  the  pre-war  level  of 
pr.Mluction.  A  *-- ^t  tax  on  candy  and  syrups  would  have  cop- 
>«  rvetl  the  su  sugar  and  might  also  have  led  to  a  gradual 

V « •  I itraction  in  production,  rather  than  the  sudden  cessation  of  opera- 

^  '    "  '  • -^ *'— itens.     I n^ this  instance,  the  loan  policy  cannot 

h  !)nngin^  about  that  gradual  transfer  from  a 
peace  to  a  war  footing  which  is  so  desirable  when  it  does  not  interfere 
with  military  preparation^" 

(  unsitler  next  the  wool  situation.    Apparently  the  government 

will  require  practically  all  the  available'supply,  yet  having  civUian 

"- '  -    >n  hand,  the  nulls  nave  not  yci  pcgun  to  curtail  operations. 

ont  of  protluction  will  apparently  come  m  a  senei  oi  jolts 

|)erhap6  with  a  crash.     Had  very  much  heavier  income  taxes 
•nosed  the  civilian  demand  for  cloth  would  have  been  mai^ 

trictecL     Mill>  would  probably  have  gradually  curtailed  tlie 

scale  ut  their  operations  relieving  the  labor  market  in  some 
and  conserving  the  supply  of  wool. 
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i'lDaily  coiMiitl<T  the  caao  of  coal.     Production  is  on  a  greater 
than  ever  before,  yit  the  suj^ply  is  inadequate  and  its  move- 
ment Utxee  our  transportation  facilities.     Price  fixation  is  a  further 
eomplication.    The  situation  is  so  intolerable  that  the  Priorif^ 
Board  will  probably  be  forced  to  take  drastic  action  limiting 
/  7ut!inp  oH  .uMo^ether  consumption  in  industries  which  are  valuehh 

tflh  inihtary  pur|)oyey.     Hy  this  method  it  will  .if  ■' '•  '^    - *^   ■ 

which  nught  have  Been  brought  about  in  a  inr 

by  taxation   which   would  have  placed  a  check  uponindivi 
consumption,  and  consequently  the  demand  for  coal   in  civiiKtn 
in  dust  rug.  ' 

When  subjected  to  the  test  of  contributing  to  a  maximum  of 
military  preparation  in  the  shortest  possible  time,  the  revenu* 
measure  recently  passed  by  Congress  leaves  much  to  be  de»<;iro(i 
In  making  this  statement  it  is  proper  to  add  that  it  should  not  Ix 
taken  as  a  criticism  of  the  patriotic  and  generally  speaking  ' 
work  of  the  members  of  the  committees  which  framed  the  men 
The  possibilities  of  taxation  as  a  means  of  hastening  eiTective  mill 
tary  preparation  have  never,  so  far  as  I  am  aware,  been  pi 
thorough-going  consideration.     Another  war  revenue  measure  1 1 
however,  be  framed  in  the  near  future,  and  so  it  will  perhaps  b< 
worth  while  to  consider  with  this  object  in  view  some  of  the  moclifi- 
eatlons  which  may  well  be  made  in  the  present  law. 

The  very  heavy  rates  of  taxation  imposed  upon  large  incomes 
ire  entirely  proper  upon  purely  financial  grounds;  they  haveTl" 
ever,  little  or  no  significance  with  regard  to  military  preparai 
since  the  money  taken  by  the  tax  gatherer  from  such  persons  \\(  i  <  1 
in  almost  pvyp^  inatAnr'^  h^ye  been  invested,  most  of  it  no  danl 
lilx;rty  bonds.     The  more  moderate  rates  on  incomes  of  less 
say  $100,000  are  quite  as  likely  to  occasion  a  reduction  in  the  accus- 
tomed amount  of  savings  as  in  consumption.  \A  tax  of  twenty'  •• 
per  cent,  as  in  England,  on  entire  incomes  of  $12,500  with  ^ur 
super-taxes  on  income  in  excess  of  that  amount  would  be  fii 
desirable  and  might  also  be  expected  to  bring  about  not  a 
curtailmeni  in  me  consumption  of  goods  by  individuals]     Uu 
oome  iaxes  alone  would  not  accomplish  the  end  in  view,     'ihc 
expense  and  administrative  difficulties  of  the  tax  forbid  its  appl- 
tion  to  the  great  mass  of  people.     They,  and  in  fact  the  entire  < 
munity,  can  be  reached  by  taxes  on  consumption,  and  it  is  consump- 
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lion  that  mufit  in  some  way  be  checked  either  by    

^"roethcKi  of  riainK  prices  alone,  or  by  a  cotuhinatjoo  of  rirfag  Piigw 
"Tffin  of  taxation.  Even'  commodity  or  service  in  eonnaetioQ  witE* 
-  "^'^^^tr much  labor  and  materiaJ  valuable  for  military 

•vod  would  be  a  proper  subject  for  taxation  at  the 

are  in  the  situation  of  an  athletic  team  train- 
i .  wi  there  are  so  many  of  us  that  wo  lack  the  com- 
itiuence  which  ia  preeent  in  a  snuUl  fp-oup  workinx 
tuun  purpose.    Through  taxation  we  can  gain  thin  unifying 
Tt  is,  for  exainple,  not  difiicult  to  f>or...;»,^  |,|^|  ^^ 
)  atifTeurs  might  be  more  usefully  ci  but  for  aoy 

1)!  ill!  tn  act  in  the  matter  would  obviouniy  amount  to  so 

1  1  <   'liinarily  docii  nothing.     Ix;t  virtually  everyone  dia- 

I   '    ui'i>  •  i:  iu!i(>urH  and  the  value  of  the  prooeediog  as  a  whole 
11  1 1  •>  fooling  of  deprivation  to  each  individual.     Again, 
.  ....  v«^  c  of  bugar  wo  might  tax  all  sugar,  or  since  a  part  of  it  is  a 
ecessary  food,  we  might  tax  only  the  articles  of  luxur>'  in  the  pro- 
duction of  which  it  is  an  important  constituent.     A  tax  of  twenty* 
five  per  cent  or  even  fifty  per  cent  on  the  retail  price  of  candy  would 
unserve  sugar  by  bringing  about  a  reduction  in  one  of  its  relatively 
uni!i)p<>rt.<int  uses. 

Many  other  commodities  and  services  should  also  be  taxod, 
ut  these  instances  will  sufficiently  illustrate  the  two  advantacas 

>   may  be  gained.      In  pnmA  r^a^    n.  fA>  np  tffli  f^"*  AT>mpb> 

•"  x..»..i.i  ]...  ft...  ,>r;..);^rv  object,  in  othery.  m  the  tax  onchfiuf- 
*Tr  ibor  or  con^sorvimr  inaionals  fUf  WIT 


biAftieii  of  heavy  comtumntion  taxes  would  fall 
tT/>rofHt  ywnplA  And  Alflnn^    The  samo  statanacat 

ig  the  effects  of  the  rapid  rise  of  pnces  oectr 

"oiieti  u  lull  wara  are  financed  by  loans.     It  may,  however,  be  ursad 

■»»  y>eopie  endure  the  burden  which  comes  upon  them  from  risinc 

-  vor>'  much  in  the  same  resigned  faahion  that  they  aeoepi  the 

of  old  age,  while  analogous  burdens  due  to  specific  taxes 

:ision  serious  discontent.     I  should  fed  inclined  to  agree, 

same  time  I  should  add  that  I  feel  even  more  eerUin  that 

;ire  convinced  that  heavy  conffumt>tion  taxes  would 

..........   .v>  preparation  for  the  war  and  hasten  its  speedy  coo- 

luaion,  they  would  not  flinch  from  the  burden. 


SHIFTING    THE    WAR    BURDEN    UPON   THE    FUTURl 

By  Rot  G.  Blaket,  Ph.D., 
Univenity  of  Minnesota. 

CongrcaB  has  already  appropriated  nearly  nineteen  billion  dollai 
for  expenditures  of  the  current  fiscal  year  which  ends  June  30  next . 
In  addition,  it  has  authorized  contracts  of  over  two  and  a  half  bil- 
lions for  which  it  has  not  yet  made  appropriations.     Part,  though 
not  nil,  of  the  money  will  be  needed  on  these  contracts  this  year,  so 
that  our  total  expenditures  in  round  numbers  will  be  twenty  or 
twenty-one  billions  if  no  more  are  authorized.     Our  federal  revenue 
Iaws  have  been  revi.sed  recently  so  as  to  raise  about  three  and  thro( 
fourths  billions  through  taxes.     If  they  are  not  further  revised,  tin 
will  leave  sixteen  or  seventeen  billions  to  be  raised  through  loan^ 
or  a  ratio  of  loans  to  taxes  of  about  four  and  one-half  to  one.     \\ 
have  already  subscribed  about  six  bilHons  in  loans  so  we  still  have  t 
secure  about  ten  or  eleven  billions  in  loans  and  nearly  all  of  the  tax( 
This  means  that  about  fourteen  billions,  or  two-thirds  of  the  totiil 
amount  necessary,  are  yet  to  be  secured  after  payment  of  subscrip- 
tions to  the  current  bond  issue. 

It  is  extremely  difficult  for  us  to  appreciate  what  it  nicans  t 
raise  twenty-one  billion  dollars  in  a  single  year.  This  is  over  twent> 
five  times  our  ordinary  federal  expenditures  prior  to  the  war,  it  i 
twenty  times  our  national  debt  of  a  year  ago,  it  is  over  seven  tiin< 
our  national  debt  at  the  end  of  the  Civil  War,  and  it  is  over  fou 
times  the  combined  cost  of  all  of  our  five  wars  beginning  with  tli 
Revolution.  Furthermore,  it  is  more  than  all  of  the  Entente  Alii* 
spent  in  either  the  first  or  second  year  of  the  war,  it  is  four-fifths  a 
much  as  Great  Britain,  the  largest  spender,  has  used  in  three  entii 
years,  and  it  is  two-thirds  of  the  combined  expenditures  of  all  th 
central  powers  in  the  same  three-year  period. 

But  these  stupendous  figures  do  not  become  real  to  us  unless  w 
consider  them  in  terms  of  the  sacrifice  which  they  will  mean.  Tli 
most  accurate  estimate  of  the  national  income  of  this  country  put 
it  at  about  thirty  billions  in  1910.  The  most  recent  estimates  ar 
bftsed  u|x>n  this,  and,  after  allowing  for  the  increase  in  prices  an' 

90 


SHirriNO  THE  WaB  BOBDBIf  91 


for  increased  productioo  due  to  more  fsnerml 

{x>puIation,  speeding  up,  etc,  they  put  the  prateot  DatioiuU 

a''  U)  fifty  hilliomi.    Our  present  pUm  call  for  a  diTWMii 

iiUs  of  thin  amount  to  war  purposes.    To  put  H  in  a»- 

ther  way,  the  twenty-one  billions  mean  an  average  of  $200  for  evwy 

and  <;hild,  or  $1,000  for  every  family  of  five  in  tha 

Reduced  to  theee  terms,  we  ean  begin  to  vinialba 

wliat  a  1 1  ciiuiidouA  burden  this  involves,  though  few  of  us  ean  eom- 

prclu'riti  that  it  is  really  to  fall  upon  ourselves. 

Altliough  many  have  not  thought  of  the  burden  in  vary  ooo* 
terms,  some  others  have  realised  that  twenty  billions  is  an 
n  to  raise  and  that  taxes  twenty-five  times  as  heavy  at 
•uld  be  very  grievous;  hence  many  plans  have  ben 
i  to  obviate  the  use  of  such  taxes  and  to  avoid  or  lighten 
n  through  borrowing.    There  are  fewj^y^yeajo  p'ft^iitMt 
so   harmful   and  general  throughout  the  land  aa 
\  ed  in  the  idea  that  we  can  shift  the  larger  part  of 
is  war  to  the  fyt-nm  by  substituting  loans  for  taxea*    One 
a  that  this  idea  is  so  harmful  is  that  it  contains  all  the  evils  of 
!  truth;  another  and  most  important  reason  is  that  we  are  oon- 
*      oney  and  monetary  terms  so  that  we  do  not  see  dearly 
C8  for  which  money  stands. 
W  lien  we  stop  to  think  we  know  that  it  is  not  twenty-one  btl- 
'^  '  "  IS  which  our  government  wants  ultimately,  but  twenty- 
liars  worth  of  commodities  and  services.    Our  national 
>o  docs  not  consist  of  forty-five  or  fifty  bilUons  of  dollars  of  gold, 
!  l)ut  of  that  many  dollars  worth  of  wheat,  lumber, 

X,  automobiles,  etc.    There  are  lees  than  five  bil- 
<  )f  actual  gold,  silver  and  paper  dollars  in  existence  in  the  United 
These  dollars  are  the  counters  in  terms  of  which  the  real 
<'  measured  and  by  means  of  which  they  are  exchanged 
ily.     For  our  present  purposes  to  have  gold,  or  salver,  or 
IS  not  to  have  anything  of  value  in  itself,  but  merely  to  have  a 
'  upon  real  things  for  which  it  can  l>e  exchanged.     It  is  obvious 
tiiHt  our  government  needs  money  in  order  that  it  may  exchange  it 
for  men  and  commodities,  for  it  is  with  these  that  it  must  fight  the 
<KTinan  military  forces.     It  is  obvious,  also,  that  it  must  have  thcee 
men  and  commodities  now.     Munitions  of  1930  and  men  not  yet 
U)rn  cannot  be  hurled  against  the  enemy's  lines.    The  burtleo  of 
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funiishiiig  all  of  these  things  must  be  assumed  now.  it  cannot  be  put 
off  till  the  future. 

If  yp  ffftiil^  borrow  from  other  nations,  we  nii^ln  li^lit  tlio  wm 
with  what  they  loaned  to  us  and  we  ourselves  go  nUviul  consuinin 
what  wc  produce,  as  we  have  been  doing  before  the  war.     In  thn 
ease,  wej^^illdJBluft  the  paying  of  them,  that  is,  theUmzdexLuf    ' 
jg^^  t^  ^hm  in%^n^      ^yt  thcre  are  no  other  nations  who  can  hi 
us  at  this  time;  we  ooraelves  must  raise  an  army,  equip  it  and  keep 
it  supplied.    Not  only  must  all  of  this  be  done  at  home,  but  in 
tion,  we  must  help  to  feed  and  equip  our  allies.     None  of  this  ( 
left  to  the  future. 

Of  course  the  next  generation  will  be  injured  because  of    ' 
war.     Billions  of  dollars  worth  of  labor  and  food  and  steel  and 
materials  that  are  now  absolutely  destroyed  in  war  are  diverted 
from  the  con  '  »n  of  railroads,  irrigation  systems,  manuf;i 

ing  plants,  ii   .  i  roads,  houses,  all  of  which  might  have  ; 

our  descendants  and  made  their  lives  fuller  and  happier.     If  a  man 
property  is  destroyed  his  children  receive  an  impaired  heritage,  hot ! 
he  and  they  suffer.     Our  descendants  must  suffer  in  this  fashion  h« 
cause  much  of  their  patrimony  is  being  destroyed.     But  we  cannoi 
as  a  nation,  postpone  our  burden  if  we  would,  nor  can  the  future  heljj 
111.    Then  why  delude  ourselves  with  thinking  that  it  can? 

But  while  it  is  impossible  for  this  nation  to  shift  part  of  the  bur 

nhift  ptirtn  of  tlirir  nharrn  nntrr  othorindii'irin  i  v 

and  in  the  future.  This  is  true  whether  all  of  the  means  to  pro8< 
cute  the  war  are  secured  through  loans  or  taxes,  or  both.  Let  us 
consider  the  two  means  of  taxes  and  loans,  respectively.  Realizing 
that  everything  needed  must  be  secured  now,  everyone  will  conced 
that  each  individual  should  pay  his  just  share.  This  will  mean  a 
much  greater  part  of  large  incomes  than  of  small  ones,  but  we  shall 
not  here  go  into  details  of  exactly  what  constitutes  a  just  share.  We 
merely  assume  that  each  should  pay  his  just  share  when  what  is  just 
ha5  l>een  determined. 

We  may  assume  first  that  each  individual  pays  his  share  in  tli- 
inrrn  of  taxcs.  These  taxes  might  be  paid  in  money  or  in  kind.  1 1 
either  case,  what  the  payer  gives  up  and  what  the  government  get 
ultimately  is  services  and  commodities.  For  this  payment,  tb' 
tovemment  gives  the  payer  a  tax  receipt.    Suppose  on  the  other 
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band  that  each  individual  fii:ive6  up  to  the  govcmment  hla  jutt  thart 
in  the  form  of  a  loan.  This  is  exactly  the  same  amount  as  we  sup- 
poM'd  ill  the  first  case  that  he  gave  up  in  taxes.  In  this  case,  as  in 
the  uther,  it  may  be  in  money  or  in  kind,  and,  simiUHy  as  ia  thai 
ine.  he  really  ^ivee  up  and  the  government  gets  serviees  and  eom- 
ii  «'  only  difTorence  in  the  two  eases  is  that  in  the  ftnH 

(V.  K  receipt  and  in  the  second  he  has  a  government  bondi 

ft  'he  shall  be  paid  back  with  intorent. 

Uut  ]er  the  paying  back  process.     If  the  futurt 

tAvi  s   ir.  (>Hch  one  (or  his  heirs)  will  be  taxed  jusi 

d  and  whatever  interest  it  draws.    That 

if  i  one  pocket  to  another  and  his 

I  w  .     .  1...  government  and  thought  he 

t  ban  if  he  had  paid  taxes,  he  deluded  himself. 

•118  that  if  anyone  pays  leas  than  his  just  share, 

1  pay  more.     But  when  a  war  comes  unexpectedly  it 

iid  many  individuals  unprepared  to  pay  their  just  shares  of  a 
ii«  len.     It  may  be  best  all  around  to  permit  some  to 

A^  a  of  others  temporarily,  either  wholly  or  in  pwt. 

>ne  whether  the  government  supplies  its  needs  through 
1«  i;h  taxes.     Because  this  is  so  apparent  in  the  etae  of 

c  .  .ans,  we  shall  consider  only  the  case  of  taxes.    Assume 

1  at  the  government  is  to  secure  everything  through  taxes.    Assume 

f  equal  ability  to  pay  taxes.     At  the  time  the  war  burden 

:i:is  a  large  shoe  plant  turning  out  thousands  of  pairs  daily. 

a  smaller  plant,  but  he  is  building  a  large  additional  one  to 

c*  "is  borrowing,  besides  turniu  •  nil  the  pro- 

r«  tingplant.     Let  us  assume  tli^:  :._.er  has  other 

It  is  obvious  that  A  can  use  his  proceeds  abore 

li  :\y  taxes  or  to  buy  bonds.    The  amount 

t^  .  ^       unt  use  is  probably  greater  than  his  share 

government  requirements,  at  least,  he  probably  can  make  it 
s,i  i:  his  or<!<  iinption  of  luxuries  and  near 

lu  .       .>  not  so  c    ..-  :  r  B  to  pay  taxes.    The  only 

way  he  can  do  so  is  to  give  up  his  new  plant  which  would  involve 
great  loss,  or  t<>  bnr?<w  more.  He  ought  to  be  able  to  borrow  and  A 
is  in  H  position  to  lend  to  him.  That  is,  A  advances  B's  taxes,  nnd 
liter,  when  B's  larger  plant  is  turning  out  its  full  quota  and  his  debt 
'  >r  construction  is  paid  off,  he  concludes  the  transaetioo  by  paying 
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hit  debt  to  A.    In  other  words,  for  the  time  being,  B  shifted  his  tax 
burden  to  A  and  later  B  repaid  A  with  interest  and  each  profited  1 
the  timoaaotioD. 

In  this  last  assumption,  the  government  secured  everything 
through  taxation,  nothing  through  loans.    But  this  same  thing 
might  have  been  accomplished  through  government  loans.     Assume 
a§un  A  and  B  as  in  the  last  case.     The  government  ofTers  a  bond 
issue.     A  is  in  a  position  to  buy  bonds,  but  B  is  not.     In  buyii 
more  than  his  share  of  bonds,  A  is  really  lending,  through  govern 
ment  agency,  to  B,  who  is  not  now  in  a  position  to  buy  his  shan 
Now  observe  the  process  of  paying  off  these  bonds.    Though 
and  B  were  equally  able  when  the  war  came  on,  B  is  now  more  abi* 
to  pay  taxes  because  A  has  lent  the  proceeds  of  his  plant  while  B 
has  not  only  loaned  but  has  put  his  proceeds  into  a  bigger  pla 
so  that  }ie  now  has  more  property  and  a  greater  output  than 
Both  A  and  B  must  pay  taxes  to  redeem  the  bonds.     If  the  bu 
den  is  distributed  equitably  on  the  basis  of  our  former  assumption, 
A's  taxes  will  be  enough  to  pay  himself,  not  all  the  government 
owes  him,  but  just  the  amount  which  would  have  been  his  just 
share  of  taxes  plus  interest  on  the  same,  if  he  had  paid  taxes  in  1 1 
firat  place  instead  of  buying  bonds.     B's  taxes  will  pay  the  rest  duu 
A  and  they  will  be  the  exact  amount  which  B  would  have  paid  in 
taxes  plus  interest,  had  he  paid  taxes  in  the  first  place  instead  of 
letting  A  buy  bonds  equal  to  the  share  of  both.     In  so  far  as  11- 
government  can  make  easier  advantageous  credit  transactions  1 
itself  assuming  the  borrowing  agency  instead  of  leaving  the  trai 
actions  to  be  arranged  between  individuals,  there  is  a  further  n 
gain.     This  is  the  real  essential  economic  justification  of  gover 
ment  loans. 

We  shall  take  up  later  some  of  the  offsetting  losses  occasionec 
by  the  borrowing  plan.     But  before  we  go  further,  we  should  note 
tigfi^n  that  whether  the  government  supplies  its  needs  through  tax 
and  thus  necessitates -private  borrowing,  or  whether  tl"    - 
ment  itself  does  the  borrowing,  the  sbiftingof  the  biivl'ii 
the  pn-  he  future  so  faFa-  d 

All  the  "'w  and  in  the  lUime  if>  Dctwccn  indivKUKii^-.      f 

tncrc  u^  'ing  losses  the  total  net  burden  would  probai' 

be  a  little  less  in  the  present  because  of  the  government  loans  bi 
the  national  burden  of  the  future  would  hardly  be  affected  one  wa; 
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tT.     li  would  l)c  merely  a  matter  betweas  inuiMciuali; 

^tven  up  in  tiixcM  by  certain  pereorw  would  befcelvd  by 

part  of  thernitelves  in  payment  of  bonds  and  interwt.     It  b  coo* 

oeivable  that  thiii  redistribution  of  income  might  lie  either  advaii* 

tageous  or  disadvantageous  from  a  national  8tand|)oint. 

This  point  may  be  made  more  vivid  if  we  oonaider  the  eam  of 
oermany  who  haa  been  unable  to  borrow  much  from  outttde  bar 
own  borders.    Because  of  this  fact  many  said  at  the  becuming  tluil 
Geniiany  could  not  last  long.     But  she  has  demonstrated  that  abo 
is  a  i>owerful  enemy  with  an  unconr|uorable  fighting  machine  just  to 
long  iia  she  can  provide  mon  and  irmterials.     Having  mere  gold  and 
■Iver  is  a  secondary  matter,  but  having  the  neoeasitiea  of  war  wboo 
Bee<led  rather  than  in  the  future  has  been  her  chief  strength.    l>ue, 
she  ha.s  floated  huge  internal  loans  but  that  has  not  postponed  tbe 
national  burden  of  carrying  on  the  war,  it  has  merely  been  a  sbifl 
*-'»"f»n  various  citizens  of  the  empire  as  becomes  obvious  if  we 
!or  what  would  happen  if  the  internal  debt  were  repudiated 
later.     In  such  a  case  the  taxpayers  would  retain  the  money  which 
-"-.I. I  otherwise  be  transferred  from  them  to  those  who  owned 
In  so  far  as  the  taxpayers  and  bondholders  arc  identical, 
the  transfer  of  money  would  be  first  to  the  government  and  then 
bft'^  ♦     ♦he  individual.    Of  course,  the  same  reasoning  applies  to 
tl  i  States. 

The  advantages  of  accommodation  which  government  loaoi 
,  'Tjint  arc  very  great  in  the  beginning  of  a  war  when  readjustments 
:ir.     ring  made  and  while  a  new  tax  system  is  being  made  productire 
'i  >r  Adams'  points  out.     Later  they  lose  much  of  this  ad- 

^.    iiid  they  involve  certain  important  disadvantages  as  oom- 
with  taxes.     One  of  the  most  important  of  these  disadran- 
t'»  :it  the  burden  of  taxation  is  apt  to  be  d'  d  more 

"  ..>  if  the  taxes  are  lewd  during  the  war  than  i; ... .. .  .is  clooe. 

oll-to-do  classes  have  practically  always  controlled  legislation 

diftrtily  or  indirectly  and  they  are  much  more  likely  to  be  willing  to 

**«""^.o  their  just  burdens  during  the  war  while  the  spirit  of  patriot- 

almost  universal  and  while  others  are  giving  their  lives  to  the 

country.     After  the  war  closes  they  are  much  more  apt  to  reeort  to 

indirect  taxes  which  fall  upon  people  in  proportion  to  what  they  con- 

ime  rather  than  in  proportion  to  their  ability  to  pay. 

'  >H«c  pages  28-30. 
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Id  this  connection  I  should  call  attention  to  Professor  Seli 
V  statement  that  the  experience  of  the  Civil  War  showed  tli 
the  ravene  is  the  case.     It  is  true,  as  he  stated,  that  many  of  t ! 
exeise  taxes  wore  repealed  before  the  income  tax  which  fell  hk 
liea>'ily  upon  the  well-to-do.    But  the  significant  fact  which  he  d 
not  mention  is  that  the  high  tariff  duties,  which  during  the  war  w( 
merely  compensatory,  were  retained  for  half  a  century  after  the  w 
and  during  all  of  that  time  formed  the  bulwark  of  federal  rcvcnu 
as  well  as  a  source  of  privilege  to  the  industrial  entrepreneurs.    Few 
warnings  of  the  Civil  War  are  more  important  in  the  present  case 
than  that  suggested  by  this  experience.    In  the  violent  readjii 
ments  which  the  close  of  the  war  will  necessitate,  we  are  almost  sui  • 
to  have  a  widespread  demand  for  protectionism  and  the  rcveiiuf 
needs  of  the  government  are  apt  to  be  used  as  a  strong  argument  f 
this  form  of  subsidy  to  the  few  at  the  expense  of  the  many.     Hoik 
there  is  a  triple  reason  for  high  taxes  during  the  war:  first,  the  [)at 
otic  call  which  will  mean  more  equitable  distribution  then  than  latci ; 
second,  high  prices  during  the  war  which  cut  down  the  standard 
living  of  the  masses  but  bring  greater  profits  to  the  employers 
labor  and  the  large  scale  producers  and  sellers  of  war  necessiti- 
thus  enabling  them  to  pay  high  taxes;  third,  the  demoralization 
readjustment  following  the  war  which  will  bring  an  immense  decli: 
in  profits  and  ability  to  pay  excess  profits  and  other  taxes  and  whi 
will  at  the  same  time  cause  great  numbers  of  soldiers,  munili 
makers  and  others  to  be  taken  off  of  the  government  payrolls  m 
put  upon  those  of  readjusted  private  industries. 

A  still  further  and  indeed  the  most  important  advantage  of  ta.\ 
over  loans  is  that,  if  levied  properly,  they  are  much  more  likely 
cause  everybody  to  economize  in  accordance  with  his  ability  to  d' 
so.     If  one  has  to  pay  $100  or  $1,000  in  taxes,  he  is  much  more  ai 
to  economize  immediately  than  if  he  lends  that  much  to  the  govei 
ment  thinking  that  he  has  an  investment  which  will  not  only  bri; 
interest  but  which  will  be  paid  back  later.     He  forgets,  or  ne\ 
realises,  that  he  may  have  to  repay  himself  later,  and  hence  is  i 
eUned  to  save  less  than  if  he  had  made  a  gift  or  paid  a  tax  to  tb 
government.     Furthermore,  he  knows  that  if  he  has  unext 
financial  needs  in  the  future  he  can  sell  his  bond  and  get  his  i 
back,  or  that  he  can  borrow  on  it  at  the  bank,  so  there  is  not  th 
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atffi'Jity  for  hiin  to  eoonomlse  as  in  the  eaae  of  Uuwt.    We  tluUl 
it!  Hhow  a  little  later  the  extreme  neoeniiy  of  wirtoprwii 

\  including  the  few  who  advocate  a  Urfepropor- 

lic)  compared  with  taxes,  as  well  as  the  many  who  advo> 

en'  proportion,  agree  that  the  borrowing  of  money  froon 

•I.  :y  bonds,  or  the  borrowing  uix>n  bonds  as  eoUaleral, 

or  tioae  of  bonds  by  the  banks  is  certain  to  cause  inflation. 

Vm  !  e,  all  agree  that  this  inflation,  by  eausing  a  rapid  rise  in 

pri  ires  very  seriously  nearly  all  wage-earners,  salaried  em- 

ployi  M  and  all  receivers  of  relatively  fixed  incomes,  but  benefits  those 

wb>   *heae  wages  and  other  relatively  fixed  incomes,  and  espe- 

eiii  '  who  have  large  quantities  of  conunodities  to  sell.    In 

ot !  ,  inflation  means  a  redistribution  of  income  and  property, 

mo-  ■;       i  I  vor  of  the  active  business  class  and  to  the  misfortune  ol 

the  lar^t    !i  '^ring  class.    But  the  details  of  inflation,  how  it  is 

brought  alH)ut  and  how  it  works,  I  shall  leave  for  others  to  discuss. 

<..n,   .  \i  iQ  gi^y  ii^f^i  iiiQ  evils  are  extremely  great  as  our  own  ex- 

e  in  the  Civil  and  Revolutionary  Wars  and  as  experience  in 

•rvs  of  other  cases  has  abundantly  proved. 

-n...  ;j....  tK,.*  „w.  -.o..  t>^t  off  a  1«""«'  •^'•'-*  ^^  ♦'»«  war  burden  till 

huge  lo:  .  ite  taxes  which 

le  for  our  failure  to  economise 

iiti.     .ir>  .wiv.t.<^>  mentioned  heavy  taxes  would  im« 

4  home  to  us  the  necessity  of  economy.    But  as  it  is, 

nm  ontinue  to  preach  "business  as  usual''  and  many  othen 

thi.^rv  .  .M  ivar  can  be  financed  by  some  sort  of  financial  legerdemain. 

They  Ho  not  begin  to  realize  the  extent  of  the  sacrifice  which  it 


recall  that  after  allowing  for  speeding  up,  ini 
.  more  general  employment,  higher  prices,  etc.,  the 
OS  of  our  national  income  place  it  at  forty-five  to  fifty  billion 
"' H  that  Congress  has  authorised  expenditures  of  two-fifths 
of  ine  for  war  purposes  this  year.    Let  us  recall,  too,  that 

r  i  these  expenditures  are  not  dollars  but  that  they  are 
•Uuies  and  services.    The  government  cannot  by  any 
cus-pocus  get  twenty  billions  worth  of  commodities  and 
less  we  give  up  that  amount  and  live  on  the 
^^  continues  as  usual,  it  means  that  we  demand  the 


th 
:  It 
,    fii 
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and  luxuries  as  before,  that  the  same  men  and  farms  ai 
manufacturing  plants  are  necessary  to  produce  these  goods  as  bcf( 
and  that  the  government  can  secure  nobody  to  fight  in  its  armies 
to  make  ships,  munitions  and  other  extraordinary  things  needed  1 1  > 
carry  on  a  war.     It  is  possible  to  carry  on  a  huge  extra  undertaki 
like  the  war  only  by  diverting  a  large  part  of  our  energies  from  1 
unial  channels.    Everyone  who  does  not  save,  who  still  deman 
tbe  tame  goods  as  formerly,  prevents  the  labor  which  produce 
he  consumes  from  being  diverted  to  government  use.    Thoh.  . 
give  up  luxuries  and  near  luxuries  permit  the  labor  and  materi 
and  plant  used  in  their  production  to  be  diverted  to  making  nece.- 
ties  of  life  and  munitions  and  other  commodities  needed  to  supi 
the  military  forces.    We  have  already  shown  that  this  diversioi 
must  take  place  now,  to  put  it  off  till  the  future  means  to  lose  th( 
war.     If  any  person  does  not  do  his  share  of  saving,  someone  vU( 
must  save  more.     But  laboring  under  the  delusion  that  this  bunl 
may  be  shifted  in  large  part  to  the  future,  very  few  of  us  have  bc^: 
to  economize  to  the  extent  of  two-fifths  of  our  income,  which  is  tL. 
average  amount  that  must  be  saved  to  carry  out  present  plans. 

It  is  estimated  that  heretofore  we  have  been  saving  five  or 
billion  dollars  annually  and  with  it  constructing  new  capital  in  tl 
form  of  additional  railroad,  irrigation,  manufacturing  and  otl 
plant.     If  all  of  this  construction  could  be  and  were  stopped 
the  labor  and  commodities  which  have  hitherto  gone  into  it 
turned  to  direct  war  purposes,  we  would  have  to  reduce  our  ordii 
consumption  by  only  fifteen  billion  instead  of  by  twenty  or  tweni 
one  billion,  that  is,  by  only  a  third  instead  of  by  two-fifths. 

But  it  will  be  said  that  not  everyone  can  reduce  his  consul 
tion  by  a  third.    This  is  true  of  the  masses  with  small  incomes, 
it  is  not  true  as  many  seem  to  think,  that  the  rich  can  bear  all 
nearly  all  of  the  burden  of  twenty  billions  a  year.    Their  total 
come  does  not  amount  to  that  sum.     Dr.  E.  Dana  Durand,  tl 
whom  there  is  no  more  competent  authority  in  the  United  Stat 
has  calculated  that  only  one-tenth  of  the  entire  national  income 
received  by  those  having  incomes  in  excess  of  $25,000.    In  orde] 
secure  two-fifths  of  the  total  national  income  it  would  be  nec( 
to  take  100  per  cent  of  all  of  the  family  incomes  in  excess  of  $l,j 
Even  if  allowances  are  made  for  recent  changes  in  American  incoi 
it  is  apparent  that  the  rich  alone  cannot  finance  the  war.    Wbil^ 


SuimNQ  TH»  Wa«  B 

\»  true  that  they  can  make  much  the  largoft  ooDtributioM  per  lamOy 
and  even  in  proportion  to  their  total  incomee,  still  it  ia  oaeeMarj 
thftt  h)I  claseos  shall  economiae. 

H(*tiide8  the  miBconcrptiona  mentioned  above,  there  are  many 

others  current  throughout  the  country.     Among  them  we  shall 

<•  tirae  to  mention  only  a  few  of  the  mo8t  popular  and  pfa^itiMft 

s.     We  are  told  upon  all  hands  that,  of  the  twenty-one  InUioaa, 

••n  billions  are  not  our  own  expense  but  are  for  loans  to  the  alUea. 

^  ir  period  is  concerned,  theae  loans  are  to  all  intenia 

>ir  own  expense.     Like  ouraelvee,  the  allies  want  and 

commodities,  not  gold  and  silver,  and  we  can  fumiah 

tli>  m  only  by  doing  without  them  ouradvea. 

tiection  with  our  loans  to  the  allies  there  ia  another  eoni* 
mon  fallacy  in  the  implied  advantages  which  we  are  to  reeeive  be- 

Ms  country.    It  is  true  that 

!('mand  for  our  commoditiea 

;  )robably  a  good  reason  why  those  who  arc  thus  specially 

ihscribe  more  liberally  for  bonds.    But  for  the 

iiis  is  not  an  advantage  but  a  distinct  disadvan- 

We  do  not  at  the  present  need  more  work,  rather  we  need 

'••rform  the  enormous  tasks  before  us.    The  pity  ia 

md  ourselves  cannot  spond  this  money  to  advantafS 

ther  countries  so  that  we  might  have  that  much  additional  aid 

m  <  "  Miy. 

ommon  among  those  who  urge  the 

(idrawal  of  savings  bank  deposits  to  buy  bonds  as  well  as  among 

urge  insurance  and  c^'  ^^ting  companies  to  aeeepi 

'  bonds  in  payment  ot  .  iins.    To  withdraw  savings 

V  means  that  the  bank  must  withdraw  loans  to  others;  to 

-uranoe  premiums  with  bonds  means  almost  the  same 

loss  these  and  similar  transactions  cause  the  party  at 

1  or  the  other  to  cut  down  his  Consumption  in  order  to  replace 

withdrawn,  no  service  has  been  done  the  national 

:^  economise  is  just  what  the  man  who  uses  hoods  to 

life  insurance  premiums  or  other  obligations  is  not  likely  to  do. 

'  ('  doesn't  want  to  make  the  extra  sacrifice  that  he 

lege  of  using  bonds  as  money.    Of  coune,  to  borrow 

a  a  commercial  bank  to  buy  bonds  is  one  of  the  quickest  methods 

a  using  inflation.    The  same  result  happens  if  the  bank  itself 
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bajB  bonds.  With  4  per  cent  interest  on  government  bonds,  n ! 
•TWi  higher  rates  probable  if  the  war  continues  much  longer,  thi 
wfl]  be  a  terrible  strain  upon  savings  banks.  The  recent  bond  is^ 
k  CMMiiiC  a  large  withdrawal  of  savings  deposits  and  banks  thr 
ishres  are  subscribing  to  the  bonds  to  prevent  even  greater  wii 
drawals.  As  time  goes  on  this  is  apt  to  become  worse  instead 
better  and  with  it  inflation  will  grow  apace. 

If  the  reduction  of  consumption  by  two-fifths  or  a  third  of  wl 
we  have  been  used  to  could  be  quickly  brought  about  voluntaril} 
by  a  proper  system  of  taxation,  we  could  finance  the  war,  that 
secure  the  men  and  commodities  with  which  to  prosecute  it,  withi 
any  process  of  inflation.    But  when  these  commodities  and  scrvi<  • 
cannot  be  gotten  by  voluntary  saving  and  when  there  is  too  mud 
objection  to  adequate  taxation,  then  the  government  must  resort 
borrowing.     If  this  is  done  upon  a  large  scale,  as  in  the  present  wa 
the  banks  are  gradually  forced  to  lend  directly  or  indirectly  and  als^ 
to  buy  bonds  themselves,  in  order  that  bond  issues  may  not  fail  a 
that  the  government  can  get  what  it  needs.     Mr.  SchifT*  opei 
advocates  this  increase  of  credit  by  the  pyramiding  of  deposits,  1 
cause,  as  he  states,  the  people  cannot  or  will  not  save  enough. 

But  the  heaviest  taxes  that  are  likely  to  be  adopted  will  li 
prevent  the  consumption  of  many  luxuries  and  near  luxuries.  I 
us  take  onejexample.  Even  though  it  does  have  an  effect,  the  pr< 
eat  tax  of  3  per  cent,  or  even  a  tax  of  25  per  cent,  on  pleasure  r;i 
will  not  prevent  many  from  being  bought,  although  reduced  i 
comes  will  have  more  effect.  All  unnecessary  demand  for  su 
luxuries  keeps  from  the  army  needed  men  and  munitions.  \M 
should  not  the  government  decide  as  in  the  case  of  coal,  sugar  m 
other  conmiodities,  who  has  a  legitimate  need  for  automobiles  in  w 
times  and  absolutely  prohibit  others  from  buying  them?  Mm 
other  similar  examples  suggest  themselves  to  everyone.  We  mi^ 
well  go  much  further  than  we  have  in  this  direction;  ordinn 
economic  forces  usually  work  fairly  well  in  the  long  run,  but  they  n 
too  slow  in  many  cases  in  an  emergency  like  the  present.  Of  coui 
wc  would  not  disregard  entirely  the  cautions  given  by  Prof.  H.  ' 
Adams.* 

Inasmuch  as  the  problems  of  proper  taxation  are  discussc 

•8eepiiflB40. 
«8t0|MflB28. 
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more  at  length  eliewhere,  we  shall  Dot  go  into  details  here,  but  «e 
will  call  uttention  to  the  many  ones  that  hen^ry  taxatioo  will  hurt 
bir  '*  Iry  up  the  source  of  revenue  and  even  cut  down  prDdii»> 
i'v  time  when  it  is  moet  needed.    This  is  a  very  Hriooi  nmUr 

of  ita  aapeeta,  and  much  care  should  be  taken  in  lavytng 
|)  *'  n.    Our  present  exeeM  profits  tax  is  far  from  perfect 

a  I  wrinkles  which  need  ironing  out.    But  most  of  those 

who  criti< .  xes  upon  business  do  so  aknost  indiaeriiii^ 

tmtcly.     h  1-^  liiiM •initiate  to  hurt  any  business  man  or  employo, 
bnt  it  JM  for  the  national  good,  in  fact,  absolutely  esssntial,  that  OA- 
1  action  should  cease  and  that  those  engufsd  ta  sash 
HI  niu  the  military  service,  or  furnish  supplies  for  the  miK- 

tn:  >  the  work  of  others  that  the  latter  may  help  the  goveni- 

'Ut.     11  uncnt  is  painful  and  it  should  be  handled  with 

ui^cretioD  Uui  ii  .-^iiould  be  forced.    Those  industries  which  minister 
to  war  needs  will  have  such  greatly  increased  demands  that  there  is 
little  danger  that  thoy  will  be  taxed  to  death.    Of  course,  such  taxa- 
tion is  theoretically  possible,  but  taxation  which  leaves  10  per  sent 
or  fp.ore  net  proOt  should  not  discourage  the  investment  of  capital 
('  lines  nor  the  largest  possible  output,  if  the  entrepreneurs  of 
.\iu<  1  loa  have  the  least  spark  of  unselfish  patriotism.     It  would  be 
ftU  the  more  desirable  to  invest  in  these  industries  if  others  less  us»- 
!  were  taxed  more  heavily.     Existing  tax  measures  intend  to  leave 
ost  of  our  war  industries  a  much  larger  net  profit  than  10  per 
iough  it  is  true  that  many  difficulties,  and  particularly  the 
obsolescence,  must  l>e  worked  out. 

Wp  would  not  deny  the  function  of  credit  which  Profc 

li^nmn*  emphasizes  so  much,  in  fact,  we  have  already  illustrated 

under  certain  conditions,  but  we  think  he  lajjrs  too 

:*  •-  *ivo  as  opposed  to  objective  costs.    Where 

yed  as  in  this  war,  we  think  it  important 
It  people  realize  what  are  the  objective  costs,  and  that  sach  a 
ktion  will  have  an  effect  upon  subjective  costs.    If  people  are 
lorant  the  inmiediate  subjective  costs  of  indirect  taxation  may  be 
than  half  that  amount  of  direct  taxation.     But  if  they  appre- 
the  facts,  the  subjective  costs  of  the  two  taxes  will  be  reverted 
society  will  be  better  off  for  the  change.    Bond  issues  whieh 
inflation  really  amount  to  unduly  heavy  indirect  taxes  opoo 

•SeepH^SS/. 
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the  imnnfii.  not  in  accordance  with  their  ability  to  pay,  but  in  pro 
portion  to  their  expenditures.  It  is  important  that  both  fiiianciei 
and  the  masses  realise  this  fact  so  that  subjective  costs  shall  liai 
moniac  with  the  public  welfare. 

In  concluding  let  me  ^ive  two  homely  illustrations  of  i\\v  m.iir) 
points  which  I  have  been  trying  to  emphasize.  The  United  States 
is  so  large  that  we  cannot  see  it  as  a  unit,  hence  let  us  consider  a 
raoch  or  a  plantation  which  is  more  or  less  isolated  and  self-suffi- 
oieot.  The  father  and  his  sons,  perhaps  the  families  of  several  sons, 
besides  many  helpers,  are  actively  engaged  in  producing  a  living 
for  the  group.  After  the  necessities  are  provided  for,  some  can  de- 
vote themselves  to  producing  comforts  and  even  luxuries.  Suppose 
the  neighboring  ranches  or  plantations  are  beset  by  a  powerful  enemy 
and  this  ranch  goes  to  their  rescue.  Would  anybody  argue  that 
they  can  put  off  any  of  the  war  burdens  till  the  future?  Or  would 
anybody  urge  that  those  who  were  making  candy  or  silk  dresses  or 
pleasure  cars,  or  other  unnecessary  things,  should  continue  as  usual? 
Would  not  all  energies  be  directed  to  the  most  direct  war  purposes, 
and  would  not  everyone  reduce  his  demand  for  luxuries,  and  even 
for  ordinary  necessities  as  much  as  possible? 

To  take  the  second  illustration.     Let  us  look  at  our  national  in- 
come of  1910  as  30,000,000,000  gallons  of  milk  instead  of  that  many 
dollars  worth  of  commodities  and  services.     Suppose  an  increase  cfll 
&ve  or  ten  billions  up  to  1917,  due  to  actual  increased  product ioi^B 
and  a  still  further  increase  to  forty-five  or  fifty  billions  diie  to  poui 
ing  in  of  water.     Suppose  at  this  time  a  war  makes  it  necessary  that 
the  government  have  twenty  billions  of  this  total  of  fifty  billionF. 
The  government  may  take  different  methods  to  secure  this  amount 
It  may  get  it  by  taxing  or  by  borrowing.     If  these  methods  cai 
corresponding  reduction  in  consumption  of  milk,  this  can  be  ac. 
plished  successfully,  but  if  one  method,  say  borrowing,  caused  .. 
dilution  of  the  milk,  difficulty  arises.     If  such  evasion  of  ecoi  < 
is  attempted,  the  government  is  forced  to  pour  in  water  or  to  i  i 
others  pour  in  water  for  it.     By  pouring  in  thirty  or  thirty-five  bil 
lions  of  gallons  there  is  made  a  total  of  eighty  or  eighty-five  billi' ^. 
The  government  can  then  take  out  thirty  or  thirty-five  billions  nud 
get  twenty  billions  of  real  milk  and  the  public  can  have  left  for  civil 
needs  fifty  billion  gallons  of  what  it  calls  milk  but  which  is  r 
▼ery  much  less.    A  reduction  of  consumption  has  thus  been  foi .  -  ;, 
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oot  by  taxMi  but  by  inflation.  Those  who  reoeived  m  aCftled  itt« 
come  still  receive  the  same  number  of  gailona  (or  doUan)  or  evta 
poeeibly  somewhat  more,  but  the  food  value  (or  purehMing  poww) 
is  much  lessened. 

These  two  illustrations  bring  home  three  important  points: 
xirM,  that  the  burden  of  the  war  cannot  possibly  be  put  off  till  the 
future;  second^  that  the  burden  is  enormous  and  inevitable  and 

lunot  be  met  by  any  financial  makeshift,  but  demands  unusual 
tkud  stringent  economy;  and  third,  that  attempts  to  shirk  eeoiioiiigr 
through  excessive  loans  will  not  make  the  burden  less  but  will  dia> 
tribute  it  much  more  inequitably. 

As  we  have  intimated  above,  the  fundamental  tlung  in  our 

nance  is  the  stimulation  of  production  for  war  which  is 

ily  through  reduction  of  consumption.    This  reduction  is 
II >  tactically  than  a  total  increased  production,  be- 

er .  greater  possibilities  within  a  short  time.    If  we 

t  o  delude  ourselves  about  the  possibility  of  shifting  a  largs 
I  0  immense  burden  upon  the  future,  or  of  avoiding  it  in 

or  (jesible  ways,  and  really  recognise  the  task  as  it  is  and 

idcrtake  to  grapple  with  it,  we  can  avoid  some  of  the  terrible  mis- 
liikoH  of  the  past.  This  means  that  we  should  now  raise  larger 
Amounts  by  taxation,  and  that  an  even  greater  proportion  should  be 

raised  hereafter  as  industry  becomes  more  adjusted  to  the  changed 
c<  Furthermore,  economies  should  be  forced  by  govem- 

ni  I  sion  of  unnecessary  production. 

The  present  limit  to  taxation  is  psychological.  That  limit  may 
well  l>e  pushed  much  further  if  there  can  be  a  general  appreciation 
of  tlie  real  ways  in  which  the  war  may  be  financed.    The  danger  is 

at  in  trying  to  escape  the  discomforts  of  the  great  economies  which 
are  absolutely  necessary,  we  shall,  through  exoessive  borrowing, 
throw  an  increasing  amount  of  the  financing  upon  the  banks.  There 
ii  little  likelihood  that  the  government  will  use  paper  money;  that 
^'  -  '  -■  much  discredited.    While  that  method  might  have 

to  in  Civil  War  and  previous  times  when  note  issns 
banking  was  common,  in  the  present  the  much  more  subtle  and  ef- 
fective method  is  through  the  pyramiding  of  deposits,  as  actuaQj 
advocated  by  Mr.  Schiff.*  By  trying  [to  escape  thus,  the  nalioD 
shall  not  escape,  but  shall  be  forced  to  even  greater  sacrifices.  In 
•8Mpeft40. 
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fset,  it  shall  force  its  masMe,  who  can  least  afTord  to  economize,  to 
greatly  reduced  consumption  through  a  further  decreased  purchas 
ing  power  of  the  money  medium. 

To  thus  secure  the  reduction  necessary  to  win  the  war  throupli 
inflation  is  most  inequitable  and  probably  the  most  disastron 
method  in  the  long  run.  "To  make  the  world  safe  for  democracy 
ii  flaunted  upon  our  banners.  It  is  a  worthy  battle  cry  in  our 
supreme  struggle  with  Prussian  autocracy.  But  in  the  adaptation 
of  means  to  ends  it  should  not  be  disregarded  at  home  at  the  foun- 
Uin  haid  of  democracy. 


I 
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DO  GOVERNMENT  LOANS  CAUSE  INFLATION? 

Br  Jacob  H.  Hollandbr,  Ph.D., 
Profeaor  of  PoUtiotl  Eoonomy,  The  Johni  Hopldni  U&ivtnity. 

Ill  the  cyniciBm  born  of  world  coUapM,  Qoorge  Bimodat  bat 
lately   n  .ivr.i  an  epigram  imputed  to  Frederick  the  Great:  "I 

^ '   >•>'  taiaiig.    Then  I  always  find  men  of  science  to  prove  the 

of  my  claim . ' '    There  is  danger  of  tobolarship  beeoming  tlitif 

IcflB  than  in  an  abeolutism.     Publk 

. ,   us  any  despot,  and  the  applause  of  the 

menace  to  independent  thought  a«  tbe 

w.  iiQ&ce,  the  treasury  is  always  beset  by 

^.    On  the  one  hand,  there  is  opportunism  and 

I    pi  iiy — opportunism  in  iisinK  the  stress  of  war  need  to  ae- 

'*•  rids  in  doubt:  practic^ibiiity  in  meeting  tbe  fiscal  etraui 

trouble  and  dislike.     On  the  other  hand  is  ^f^'r^^^mh 

;v — rugged  and  dure,  straight  and  narrow,  serving 

...     , X,.   with  measures  conceived  solely  with  respect  to 

'    fiscal  principle,  and  hewing  to  this  line  even  with  struggle  in  makiiig 

(i  diHiculty  in  carrying  out. 

<  >rtainly  no  budget  has  ever  been  wholly  the  one  thing  or  tbe 

•       utterly  neutral  in  convenience  nor  wholly  virginal  in  theory. 

;i  tiinc-sorving  finance  minister  must  occasionally  relapse 

lence  without  knowing  it,  and  the  scholar  enthroned  in  tbe 

iuer  cannot  have  all  literally  as  his  text-books  set  fortb. 

i>  ^K  degree  of  emphasis  is  sufficient  difference.     In  tbe 

<^  . .  caience  is  the  end  in  view  with  theoretical  excellence  a 

t ;  in  the  other,  fiscal  theory  holds  mitigated  by  praelieal 

>ioii. 

.  lie  r61e  of  the  student  critic  called  to  pass  judgment  upon  tbew 

ternate  policies  is  at  least  in  one  respect  plain.     He  should  insist 

U>  y  stand  firmly  on  its  own  merit,  and  that  if  non-fieoal 

r<  .......>  are  to  affect  the  course  this  should  be  clearly  set  fortb. 

of  all,  should  he  resent  the  use  of  bad  sdentifio  reaaoning  in 
■    itfaihe  of  one  procedure  or  in  blame  of  the  other. 
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A  glarinff  instanoe  of  this  misuse  is  the  outright  resistance  i 
funding  in  war  6nADoe  on  the  score  that  it  makes  inevitably  for  ii 
flation  and  thus  for  high  prices — or  more  briefly  the  inflation  ar^^ 
inent  against  war  loans.  Both  as  a  melancholy  example  of  scienti i 
lapae,  and  as  a  mischief-making  error  in  the  actual  conduct  of  w. 
finance,  it  has  seemed  worth  while  to  examine  this  claim. 

It  is  possible  to  trace  with  some  exactness  the  growth  of  tl 
doctrine.  Without  returning  to  shadowy  beginnings,  the  first  r 
plicit  phrasing  of  the  argument  appears  to  have  been  made  in  191 : 
1916  by  an  Knglish  economist  of  note,  Mr.  A.  C.  Pigou,  professor 
political  economy  in  the  University  of  Cambridge  in  two  puhl 
leelures  delivered  in  Cambridge,  in  articles  contributed  to  tl 
Coniemporary  Review  and,  more  formally,  in  a  little  book  on  "11 
Economy  and  Finance  of  the  War. " 

The   preface  of   Pigou's  book  is   dated   October,    1916.     1 
December,  1916,  at  the  meeting  of  the  American  Economic  Associ 
tion  held  in  Columbus,  Ohio,  an  eminent  American  economic 
Professor  O.  M.  W.  Sprague  of  Harvard  University,  presented  ii 
paper  on  "Loans  and  «Taxes  in  War  Finance"  wherein,  quite  in 
dependent  of  Pigou's  exposition,  the  inflationist  argument  again 
funding,  foreshadowed  in  certain  of  the  speaker's  earlier  writing 
was  set  forth  with  detail  and  vigor.     Admitting  that  "it  is  ii< 
absolutely  inevitable  that  war  finance  based  on  borrowing  shoulrl 
cause  a  general  rise  in  prices,"  Professor  Sprague  noted  that  "It  is 
significant,  however,  that  whenever  governments  have  resorted  to 
this  policy  prices  generally  have  manifested  marked  and  continu< 
upward  tendency. " 

Professor  Pigou's  and  Professor  Sprague's  views,  spoken  wit 
some  measure  of  scientific  restraint,  were  received  with  attentic): 
if  not  assent,  within  expert  circles.     They  were  given  circulation 
and  vogue  by  the  Minnesota  "memorial  of  American  economist?? 
to  Congress  regarding  war  finance,"  an  attempt  to  determine  coi 
greasional  action  upon  the  then  pending  war  revenue  bill  by  arraying 
the  body  of  academic  economists  in  support  of  such  propositions  as: 

It  may  be  nerwuMiy  for  a  month  or  two  at  the  outset  to  issue  a  limited  amon 
of  boods,  peoding  the  ooUection  of  increased  taxes,  but  beyond  these,  which  mi^! 
wiU  bt  made  repayable  within  a  year,  no  necessity  for  bonds  exists. 

Thus  far  the  inflationist  doctrine  had  circulated  as  an  acadenn 
hjrpothesis.     In  April,  1917,  it  was  imexpectedly  translated  into  tl 
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It  b  our  duty,  I  niott  ra^MotfuQy  urfi,  to  pfotwi  our  pcopW  to  far  at  «•  a«j 
•gaiMt  tha  fify  aarioua  hardriiiia  and  oirib  whkb  would  ba  ttcaly  to 
tlM  inflatioo  which  would  ba  piodiiead  by  Taal  loaaa. 


The  inflationirt  argument  has  been  too  often  eel  forth  to  need 
leatatemcnt  here.  Ite  drift  will  be  recalled  by  the  lununary  of  A 
competent  student,  Profeesor  Sprague: 

Many  aubaertban  [to  tha  loanal  borrow  from  tha  banka  the  iimam  rvqinvd  to 
tat  thair  aommitmanta,  pladgjng  othar  proparty  and  afan  tha  war  loan  itaalf.  Tba 
banka  adopt  a  libaral  patriotio  loan  poUey  and  alao  aubaeriba  larfity  on  thair  own 
acoouni  Thaaa  tmnaaotJonai  tha  borrowing  from  banka  and  tha  invailaMBiB  fay 
banka,  nnoaaion  aqtanafeo  hi  tha  rohima  of  oradlt,  both  in  tha  form  of  bank  noUi 
and  of  dapoaita,  and  ara  tha  moat  potant  abgla  oauaa  of  tha  ganard  advaaaa  k 
prioea  duhog  pariods  of  war. 

If  we  follow  the  first  impulse  of  the  scientist  and  turn  from  out- 

'   '  *  "otbetus  to  attempted  proof,  the  inflationist  contention 

rough  sledding.    No  one  has  to  my  knowledge  iug- 

that  verification  be  found  in  past  war  financing,  nor  is  there 

^  ho  such  claim.    For  even  remotely  parallel  conditions  we 

(  obliged  to  turn  to  the  two  great  wars  of  the  past  hundred 

the  Napoleonic  struggle  and  our  own  Civil  War — and  here 

lu.   M  lutive  crudity  of  banking  operations  in  the  one  case  and  the 

aiU  <  li()sing  effect  of  fiat  issues  in  the  other  put  any  kind  of  helpful 

!  ison  out  of  question.     Such  warrant  as  may  be  found  for  the 

t*  is  to  be  sought  in  the  fiscal  developments  of  the  past  three 

in  the  longer  experience  of  Great  Britain,  in  the  more  recent 

tory  of  the  United  States. 

As  far  as  Great  Britain  is  concerned,  there  has  been  an  extraordi- 

ry  rise  in  general  pricee  and  there  have  been  extensive  funding 

tns.    The  Economist  index  number  which  in  August,  1914, 

t  2698  had  risen  in  August,  1915,  to  3296,  in  August,  1916. 

J.  and  in  August,  1917,  to  5658— a  relative  change  of  110  per 

cent.    As  to  funding  operations,  the  net  borrowings  including  loans 

to  allies  and  dominions,  from  August  1,  1914,  to  August  25,  1017, 

were  roughly  twenty  billion  dollars  as  compared  with  somewhat  more 

than  six  billion  dollars  raised  by  revenue. 
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liiii  the  I  Mulish  situMtion  has  been  affected  by  the  issue  of 
lrrm«ur\  iMtt<  >  '  («>  n  imich  greater  extent  than  was  required  to  take 
the  place  of  the  gold  which  has  been  called  in  from  circulation  "  and 
l^  A  great  increMe  in  the  coinage  of  silver.  Moreover,  English 
borrowiogs  are  an  intricate  complex  of  war  loans,  treasury  bills, 
exebequer  bonds,  war  savings  certificates  and  bank  credits  against 
ways  and  means  advances. 

During  the  past  months  there  has  raged  in  English  financial 
circles,  technical  and  academic,  a  controversyrecalling  in  variety  and 
intensity  the  classic  bullion  debate  of  a  century  ago,  as  to  whether 
inflation  really  existed  in  England,  whether  it  was  imputable,  wholly 
or  in  any  part,  to  public  borrowing,  and  whether  this  consequence, 
if  existent,  was  avoidable  or  inevitable.  The  result  has  been,  if  not 
to  leave  the  main  issue  in  doubt,  at  least  to  make  it  impossible  in  our 
present  knowledge  to  determine  the  respective  contribution  of  the 
several  factors  involved. 

In  the  United  States  we  have  witnessed  a  hardly  less  sensational 
rise  in  prices,  the  Department  of  Labor  index  number  of  wholesale 
prieee  standing  at  100  in  1916  as  compared  with  81  in  1915  and  80 
in  1914  and  advancing  thereafter  to  139  in  April,  1917.  But  during 
this  period  the  country  was  still  in  neutral  state,  and  there  was 
no  resort  to  large  scale  borrowing.  There  were  extensive  purchases 
of  obligations  of  foreign  governments;  but  these  were  not  remotely  in 
exoesB  of  the  new  domestic  capital  issues  that  more  normal  condi- 
tions might  have  been  expected  to  induce.  If  any  closer  connection 
between  funding  and  inflation  be  sought,  it  appears  that  the  period  of 
war  loans,  dating  from  the  first  liberty  loan,  was  a  period  of  continu- 
ing rising  prices,  the  Department  of  Labor  index  number  of  wholesale 
prices  advancing  from  139  in  April,  to  149  in  May,  to  150  in  June; 
but  that  the  percentage  of  increase  was  not  sensationally  more  rapid* 
than  in  the  preceding  period. 

Returning  then  from  unsuccessful  induction  to  cautious  analy- 
sis, it  appears  that  inflation  may  conceivably  but  need  not  inevitably 
result  from  funding  operations.  The  actual  process  has  been  subject 
to  searching  examination  by  Professor  William  A.  Scott,  and  the 
conclusions  therein  reached  are  likely  to  represent  the  present  con- 
sensus of  deli  Iterate  economic  opinion :  To  the  extent  that  bonds  are 
bought,  ultimately,  from  uninvested  capital,  from  current  income, 

liquidated  investments,  or  from  future  savings  there  can  be  nd 
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inflation.    To  the  extent  that  bonds  srs  bought  by  bAoks  for  Ihsir 

own  account  by  credit  oreation,  or  by  individuals  ihroufh  bank 

loans  or  are  thereafter  hypothecated  for  sueh  loans,  and  parUka 

of  the  nature  of  long  time  engagements  rather  than  of  instaltmanl 

puri'luuiee — inflation  may  result.    The  actual  proportion  of  sueb 

:ig  "savings"  purchases  to  the  class  of  ptttimtially  io- 

edit"  purchases  is,  in  the  war-funding  experieaee  ol  the 

!  Htatee,  undetermined.    But  whatever  it  be,  there  is  no 

tied  thereto  and  financial  policy  exercised  through  baakp 

i  can  reduce  to  the  degree  of  virtual  elimination  the  rela- 

0  and  even  the  abeolute  importance  of  credit  purchases. 

'     '     '    >  guarded  forin  in  which  it  has  circulated  in  the 

•    inflation  argument  represents  not  the  use  ci 

ong  theory,  but  the  abuse  of  a  right  one.    It  is  reminiscent  ci 

!a'8  injunction  to  eschew  roast  pig  lest  conflagrations  be 

id,  or  a  later  counsel  to  travel  on  foot  because  badly  driven 

1  sometimes  shy.  That  an  unwisely  directed  borrowing  policy 
may  take  the  form  of  '* credit "  loans  rather  than  of  "savings"  kMos 
is  no  reason  why  borrowing  as  a  measure  of  war  finance  should  be 
denounced  lock,  stock  and  barrel  as  inflationist  in  effect.    The 

itive  is,  having  first  determined  to  what  extent  re- 
t  must  be  had  to  loans  in  a  war  programme,  to  plan 
such  operations  to  tap  the  fund  of  present  and  the  source  of  future 
savings. 

in 

The  inflationist  controversy,  aside  from  the  rather  sorry  r61e 
•lich  expert  economic  opinion  has  played  therein,  points  two 
sons:  (1)  The  danger  of  belaboring  loans  as  an  unsound  method 
^;  war  finance  in  view  of  the  fiscal  validity  or,  waiving  any  discus- 
sion, the  practical  necessity  of  recourse  thereto.     (2)  The  impof^ 
in  a  funding  policy  of  distinguishing  between  "credit"  loans 

.savings"  loans,  of  stimulating  ''savings*'  loans  by  aDuroofiat* 

devices,  and  of  di^scouraging  large  resort  to  "credit"  loaof. 

As  to  the  first:  The  inflationist  argtiment  may  concoivaUy 

ve  served  some  purpose  in  dispelling  the  illusion  that  the  war 

iild   be  'financed   without   material   increase   in   taxation.     By 

specifying  [and  emphasizing  a  danger  that  attends  funding,  the 

nn})lii>  Tniru?  innv  Tinvo  Tu^rnnio  recoucilcfl  to  new  and  drssUc  tax 
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But  a  disingenuous  logic  will  inevitably  rise  to  p 
the  state  that  tises  it,  in  finance  as  in  legislation. 

Is  it  fanciful  to  assume  that  some  considerable  part  of  the  dil- 
fteul^  we  have  experienced  in  arousing  the  great  body  of  American 
to  the  life  and  death  necessity  of  continuous  and  universal 

subscription  is  due  to  the  lethargy,  even  tacit  hostility,  in  tin 
public  mind  engendered  by  the  denunciation  of  public  borrowing  i 
a  vicious  mode  of  financing  the  war?    Such  terms  as  "the  con 
•enption  of  capital,"  degenerating  into  outright  epithets,  such  .1 
''the slacker's  theory  of  war  finance, "  employed  by  Professor  Carvoi 
may  have  teemed  of  tactical  advantage  in  aiding  the  enactment  of 
heavy  income  and  profits  taxation.     But  we  should  impute  a  vcr; 
short  memory  and  a  very  faulty  logic  to  the  popular  mind  were  \\ 
to  assume  that  when,  a  few  months  later,  the  liberty  loan  campaign 
were  launched  there  was  not  a  traceable  consequence  of  public 
indifference  or  even  indisposition. 

As  to  the  second:  The  importance  of  distinguishing  between 
credit  loans  and  savings  loans,  of  discouraging  the  one  and  stimulat- 
ing the  other — there  has  been  an  impressive  because  unconscious 
development  in  the  United  States  in  even  the  short  six  months' 
interval  between  the  first  and  the  second  liberty  loans.  We  entered 
upon  our  war  loan  financing  in  much  the  manner  of  our  infrequent 
peace  loan  operations,  with  the  expectation  of  large  corporate  pur- 
and  incidental  regard  to  general  popular  absorption.  We 
from  that  trying  experience — perhaps  wiser,  certainly 
chastened^ with  the  realization  that  there  was  a  limit  marked  by 
investment  resources  beyond  which  corporate  purchases  could  be 
pushed  only  at  the  expense  of  credit  expansion  and  that,  on  the ' 
other  hand,  there  was  a  vast  untouched  fund  in  the  form  of  the  cur- 
rent and  prospective  savings  of  the  great  body  of  producers  of  the 
nation  from  which  funded  loans  might  be  drawn. 

The  second  liberty  loan  campaign  has  been  waged  with  this 
distinction  grown  clearer  and  clearer.  Before  it  had  ended  "save 
and  pay"  had  become  a  slogan  almost  in  replacement  of  the  older 
"borrow  and  buy,"  and  the  nation  may  be  said  to  have  fairly 
awakened  to  the  realization  that  the  ultimate  source  of  a  national 
loan  is  the  unspent  income  of  its  producers.  It  is  an  exhibit  of  the 
financial  genius  of  the  country,  and  a  tribute  to  the  sanity  of  its 
financial  leadership  that  the  banking  organizations  of  the  country  re» 
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SDoniied,  not,  it  is  true,  with  equal  effeethraiMHi  liui  on  the 

h  remarkable  adaptability,  to  thi«  new  policy. 

Much  too  remaiiia  to  be  done,  but  the  vieta  U  lar  (rom 

nng.    A  nation  to  tmall  extent  aeeuttomed  to  lave,  and  to  neglifHit 

extent  accustomed  to  place  theee  savinisB  in  funded  form,  to  whom  a 

emment  bond  has  been  as  eompreheniibie  but  as 

acquisition  as,  let  us  say,  an  aeroplane  or  an  adding 

taken  its  first  step,  and  a  large  and  true  one  at  that,  in  the 

ion  in  which  we  must  learn  to  walk  if  the  war  is  to  be  ^tiftfw^ 

greatest  efficiency  and  least  hardship. 

In  the  discipline  that  lies  ahead  there  must  be  universal  part. 

k'h  to  preach  to  the  great  body  of  wage  oamers 

al  expenditure  and  diversion  of  income    whether 

ing  from  increased  productivity  or  heightened  abstinenee— to 

t  hrough  the  instrumentality  of  periodic  funding, 

Mg  or  war  savings  certificates.    A  like  dental 

8l  t  in  every  quarter.     Public  bodies,  states,  ooontiea, 

•>ntly  the  federal  government,  must  postpone 

siispend  actual  projects  of  public  improvement, 

eomiiK  iidahle  in  ordinary  times  but  now  perilous  in  their  additional 

M  the  capital  supply  and  the  labor  force  of  the  nation. 

:  mercantile  establishments,  where  not  under  the  whip 

and  spur  of  war  production,  must  exercise  caution  in  applying  the 

guns  of  enterprise  to  enlargement  of  plant  and  join  the  queue  oC 

fenders.    Almost  all  the  financial  institutions  of  the  land,  both  by 

ividual   initiative   and   through   centralized   leadership,   muet 

A    in  outright  banking  practice  the  doctrine  of  eoonomie 

:.t. 

For  this  is  the  alternative  we  confront:  Not  the  fantastic 

'  nty  of  financing  the  war  without  resort  to  loans;  but  the 

of  a  manner  of  borrowing  on  the  one  hand,  which  will  supply 

nation's  needs  from  the  savings  of  its  citisenry,  with  a  heritage 

'   ift  and  restrained  expenditure,  and,  on  the  other  handt  a 

rced  loan  effected  through  the  uncheeked  erpeminn  of 

iking  credit  with  its  mischief -making  trail  of  inflation  and 

ion.    Only  an  unintelligent  fatalism  will  leave  the 


MoTB. — Since  the  foregoing  was  written,  there  have  been  toi- 
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poriant  developmenU  in  our  financial  policy.    The  Treasury  1 
large  nee  of  oertificates  of  indebtedness  in  anticipation 
from  loans  and  taxes,  and  the  issue  of  war  savings  ( 
for  popular  absorption  has  been  vigorously  begun,     'i 
bearing  of  these  devices,  notably  of  the  certificates  of  indebted n 
upon  the  matter  of  inflation  is  an  extremely  difficult  probli 
ocrtain  aspects  of  which  the  present  writer  has  undertaken 
another  connection  to  discuss.    It  is  also  interesting  to  note  t) 
the  Comptroller  of  the  Currency  has  wisely  arranged  tli  * 
forthcoming  report  of  the  conditions  of  the  national  banks. 
November  20,  1017,  should  make  available  certain  much  need 
data  as  to  subsciptions  by  and  through  banks  to  the  second  Ii!)ei 
loan,  and  as  to  the  amount  and  quality  of  loans  made  by  i 
on  the  security  of  liberty  loan  bonds. — J.  H.  H. 


WAR   Fl.N.UNLl:.   AJSU   IML-VTION 

By  a.  C.  Milucr, 
Member,  FedenU  Reterve  Botrd. 

The  beginning  of  wisdom  in  the  financing  of  our  war  ia  the  fuU 

ippreciation  of  the  fact  that  the  ultimate  tenn  in  our  war  finance  mutt 

.  not  the  dollar — but  what  the  dollar  will  buy.     Eirer>' 

war  goes  on  makes  it  clearer  and  clearer  that  the  war 

:>  a  contest  in  economic  organisation  and  resources,  and  that  victor)' 

'he  nations  which  show  themselves  best  able  to  organlie 

>  And  to  resist  the  processes  of  economie  waste  and 

i  tidced,  it  looks  as  thougli  the  war  would  not  end 

^  Mierica  is  developed  to  its  highest 

red  as  gun-power  on  the  far  flung 

nttle  fronts  of  K\irope.     We  are  all  rapidly  coming  to  understand 

^t  be  organized  from  the  fighting 

i  foundry,  as  great  fighting  ma- 

<,  as  great  organizations  for  converting  the  productive-power, 

iving-power  and  the  will-power  of  the  people  at  home  into 

!itg-power  at  the  front.    We  are  also  coming  to  undenUod 

tiat  the  winning  of  the  war  presents  a  problem  of  economic  strategy 

s  well  as  of  military  strategy:  the  two  together  constituting  tha 

^scntial  elements  of  an  adequate  war  strategy.    Our  eeoponle 

trategy  must  work  hand  in  hand  with  our  military  strategy  if  we 

ke  ourselves  most    ~  '  ating  our  own  actir- 

those  of  the  oth(  I  .      o  grand  alliance,  into 

ne  great  whole  so  as  to  bring  the  •war  to  an  early  and  victorious 

^^a^y  are  the  contributions  which  time  and  etreum- 

Mow  America  must  make  toward  the  sueoessful  eom- 

11  of  the  war,  but  there  is  none  perhaps  that  in  the  end  will 

rantthar    '  md supptying laader- 

in  coAn  ••«  of  henelf  and  her 

ssociates  along  the  larger  lines  of  economic  and  military'  strategy. 

The  final  '  '     i  in  its  larger  aspecto,  as  I  conceive  it,  is 

^reoly  one  ot  .     .,  a  plan  under  which  the  instrumentalities 

ince  may  be  so  employed  as  to  enforce  a  sound,  and  in  the  end, 

a  triumphant  economic  strateg>% 
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Some  such  thought  as  this,  I  believe ,  was  in  the  mind  of  the 
Praudent  when  he  made  the  momentous  observations  on  war 
economy  and  finance  contained  in  his  message  of  April  2.  Properly 
understood,  they  are  more  than  observations:  they  are  the  basic 
principles  of  national  finance  for  our  guidance  in  this  great  crisis. 
The  President,  calling  upon  Congress  and  the  country  to  "exert 
aO  its  power  and  employ  all  its  resources  to  bring  the  government 
of  the  German  Empire  to  terms  and  end  the  war,"  states  what  this 
will  involve  in  the  way  of  economic  and  financial  preparation  in 
these  propositions: 

It  will  involve  the  organiMition  and  mobilization  of  all  the  material  resources 
of  the  eountry  to  supply  the  materiab  of  war  and  serve  the  incidental  needs  of  the 
natioo  in  the  most  abundant  and  yet  the  most  economical  and  efficient  way 


It  will  involre,  also,  of  course,  the  granting  of  adequate  credits  to  the  gov* 
enrnMOt,  sustained,  I  hope,  so  far  as  they  can  equitably  be  sustained  by  the  pres- 
ent fBDention,  by  well-conoeived  taxation. 

1  say  sustained  so  far  as  may  be  equitable  by  taxation,  because  it  seems  to 
me  that  it  would  be  most  unwise  to  base  the  credits,  which  will  now  be  necessary, 
entirely  on  money  borrowed.  It  is  our  duty,  I  most  respectfully  urge,  to  protect 
oar  people,  so  far  as  we  may,  against  the  very  serious  hardships  and  evils  which 
would  be  likely  to  arise  out  of  the  inflation  which  would  be  produced  by  vast 


Supplementing  these  statements  in  his  Proclamation  on  Wnr 
Ex:onomies,  which  was  issued  less  than  two  weeks  after  the  vn. 
menage  was  delivered  to  Congress,  the  President  concludes  one  oi 
the  most  trenchant  economic  surveys  that  has  ever  come  from  th( 
pen  of  statesman  or  scholar  with  these  pregnant  words : 

This  is  the  time  for  America  to  cdh-ect  her  unpardonable  fault  of  waatefulnese 
■ad  ejctravaganoe.  Let  every  man  and  every  woman  assume  the  duty  of  careful, 
pfovideot  use  and  expenditure  as  a  public  duty,  as  a  dictate  of  patriotism  whiVh 
BO  one  ean  now  expttd  ever  to  be  excused  or  forgiven  for  ignoring. 

Briefly  summarizing  the  economic   and   financial    prinrii)i< 
laid  down  by  the  President,  I  would  state  them  as  follows: 

(1)  Organization  and  mobilization  of  all  the  country's  materia 
reeourcee; 

(2)  Strict  economy  through  saving; 

(3)  Well-conceived  taxation; 

(4)  Avoidaooe  of  inflation. 


¥ 
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The  nilt  of  fioante  ih^  tugfett  to  my  mind  for  Um  cooduei  <d 

if,  I  venture  to  fonnuUte  m  follows:  TaxaHon  tkoM ht  €arrud 

lo  the  point  wher$  ihe  remainder  of  ike  needed  income  qf  Ike  goeemmemi 

"'•'  -jfeiy  be  provided  out  of  the  proeeede  of  loane-^iJuU  ie,  be  provided 

t  producing  ir^oHon  of  cre^  and  pricee.    The  eloir  inftraoct 

V  ia  that  sound  finance  will  require  that  the  limits  of  UTrstltm 

r..>  ...i  be  extended  as  borrowing  reaches  the  point  of  ttftttiim 

Hardly  less  clear  to  my  mind  and  certainly  not  less  oofsot  m  the 

inference  that  finance  alone  will  not  achieve  the  needed  rssnile: 

-consumption  will  have  to  be  controlled  and  production  will  have 

be  directed  on  some  adequate  basis,  in  order  that  any  plan  of 

finance  we  may  adopt  shall  be  certainly  equal  to  the  task  of  pro- 

*      '  t;  the  government  with  the  vast  masses  of  goods  and  services 

require  for  the  war. 

n 

I  he  present  war  differs  from  preceding  wars  in  many  wagrs  but 
in  none  more  than  in  the  prodigious  quantities  of  material  supplies 
of  many  sorts  which  are  required.  It  is  this  circumstance  which 
gives  to  its  financial  problems  their  peculiar  difficulty  and  urgency. 
o  satisfactory  progress  can  be  made  toward  a  solution  of  those 
{'ro)>lem8  if  close  calculation  is  not  made  at  ever}"  point  of  what  is 
involved  in  the  way  of  surrender  for  war  purposes  of  the  customary 
on  and  income  of  the  country.  I  venture,  therafofe* 
o^.>...  -Kiioinents — not  on  my  own  authority,  but  on  the  authority  of 
men  who  have  given  much  thought  to  the  matter — touching  some 
of  the  uncierlying  facts  bearing  upon  the  economic  costs  of  the  war 
•n  terms  of  the  man-power  it  will  require. 

Wc  arc  setting  out  to  provide,  equip  and  maintain  an  am^  of 

a  Million  men.    Competent  judgment  has  estimated  that  it  will 

he  labor  of  four  men,  working  in  munition  factories,  clothing 

ics,  on  the  farm  and  the  transportation  systems  of  the  country, 

intain  one  soldier  at  the  front  according  to  modem  standards 

>/•  >w.;itar>'  efficiency.    This  means  that  an  American  army  of  one 

million  men  will  require  the  output  of  four  million  men  working  in 

factory,  field  and  foundry.     If  the  war  should  go  on  into  a  seeood 

year  and  we  undertake  to  organize  and  maintain  at  the  front  an 

anny  of  two  million  [men,  the  ratio  will  still  hold  good:  we  shall 

require  an  industrial  army  of  eight  million  men  working  at  home  to 
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majiitaiii,  provwion  and  equip  those  fighting  at  the  front.  But  our 
part  in  the  war,  it  is  well  known,  is  not  only  to  maintain  our  own 
quota  of  the  neoeesary  fighting  forces,  but  also  to  help  the  great 
nations  with  which  we  are  associated  to  maintain  their  quotas  and, 
in  addition,  supply  their  civilian  populations  with  a  large  part  of 
their  necenary  maintenance.  Europe  is  now  on  rations  and  an 
important  part  of  our  work  in  furthering  the  war  is  to  supply  the 
nations,  with  which  we  are  allied,  with  the  primary  necessities  to  the 
utmost  extent  we  can.  There  is  competent  authority  for  the  state- 
ment that  the  munitions,  provisions  and  other  maintenance  which 
the  armiee  and  civilian  populations  of  our  allies  should  have  from 
us  will  require  the  output  of  more  than  ten  million  laborers  work- 
ing in  th^  behalf  in  this  country. 

If  these  estimates  are  approximately  accurate  and  we  can 
make  our  predications  on  the  assumption  that  we  are  to  maintain 
an  anny  of  but  one  million  men,  requiring  as  has  been  pointed  out 
the  labor  force  of  four  million  men  at  home,  and  bearing  in  mind 
that  the  million  men  composing  the  army  are  themselves  withdrawn 
for  the  most  part  from  productive  industry,  it  is  clear  that  the 
undertaking  involves  the  devotion  to  war  purposes,  directly  or 
indirectly,  of  the  services  and  product  of  approximately  fifteen 
million  men  here  in  America  on  the  farm,  in  the  shipyard  or  in  tl 
factory.  If  we  accept  as  approximately  accurate  the  estimate 
our  present  available  labor  supply  as  amounting  to  thirty  milli< 
workers,  the  magnitude  of  the  economic  problem  with  which  we 
confronted,  is  suggested  by  the  statement  that  not  less  than  om 
half  .of  our  existing  labor  supply,  during  the  period  of  the  war,  m\ 
be  devoted  to  the  producing  of  materials  and  supplies  to  be  coi 
sumed  by  our  own  army  and  the  armies  of  our  allies  and  the  civilii 
populations  of  the  nations  in  Europe  which  are  dependent  on 
for  a  part  of  their  necessary  keep.  This  means  that  the  civil 
population  of  our  own  country  will  have  to  rearrange  its  mode 
living  so  as  to  be  able  to  get  along  with  the  product  of  the  remaii 
labor  power  of  the  country — that  is,  about  one-half  of  what 
been  customary — ^unless  happily  the  labor  forces  of  the  country  ci 
be  effectively  recruited  and  augmented  by  the  introduction  of  ml 
^and  women  into  industry  who  are  not  now  to  be  reckoned  amoi 
the  productive  classes  of  the  community.  We  can  do  this  if 
will,  and  it  is  doubtful  whether  we  can  win  the  war,  or  at  any  n 


win  It  :i>  <;  .ve  all  Uoairu,  uiUcm  we  nim  our 

ul!!-:.(.\st'r  Lu  Li.L  ,'..'    ..!..:•  ill  do  it. 

Ilia,  in  sum  and  in  ita  simplest  temis,  is  the  eeooomk  pffoUam 
<  h  we  niUMt  addroes  ouraelves.    The  ftnancuU  prohlem  is  the 

, .        Ml  of  getting  control  of  the  products  needed  by  the  fovem- 

Lent  by  the  methods  which  are  least  wasteful,  least  obstructive 
/and  least  subversive. 

Ill 

< 'n  it<  liiinnciiil  sido,  the  rii;i^riini(ic  (.f  [\.>-  <>'■  '..j:' .■  tvr 

iiiiied  ij?  indioutcd  by  the  iiiiicteeii  lalhu/.s  uf  auiiiLT::  \\hi>,L  '  uii- 

'96  has  authorised  to  be  used  for  the  general  purposes  of  the  war 

(or  tlio  fiscal  year  ending  June  1018,  including  in  this  total  the  crediU 

iffiintcd  to  the  Allies.     Never  has  any  nation,  either  in  the  present 

any  other  war,  undertaken  so  vast  a  pecuniar}'  obligation  for 

Uie  iiixmc  period  of  time.    We  are  undertaking  to  apply  to  the  sup- 

iMirt  of  the  war  in  a  single  year  almost  as  much  aa  the  Cerman  !'ni- 

re  has  spent  since  the  beginning  of  the  war. 

Can  we  provide  for  the  vast  expenditure  we  have  undertakenT 
hat  have  we,  as  a  nation,  got  in  the  way  of  the  requisite  financial 
ources  to  offset  the  nineteen  billions  Congress  has  voted" 

'^t  be  clear  to  any  one  who  gives  any  serious  attention  to 

iiig  of  the  war  that  the  expenditures  of  the  government 

ist.  except  for  a  negligible  proportion,  be  defrayed  out  of  the 

of  the  community.    The  limits,  moreover,  within  which  any 

:  the  burden  of  our  ^slt  costs  can  be  shifted  to  posterity  are 

narrow,  especially  for  a  country  in  our  position  with  no  outside 

ts  left  from  which  to  borrow,  that  we  must  regard  the  barden 

that  has  got  to  \)e  shouldered  and  paid  for  as  we  go  along  out 

product  of  our  current  national  industry — or,  putting  it  in 

;  ..r.  ft-  Hitr  financial  term,  out  of  the  people's  current  income. 

I  uioiiuiuULly   no  official  or  authoritative  estimate  ol  the 

Trent  annual  income  of  the  people  of  the  nation  has  been  made,  so 

r  am  aware.    Some  widely  used  estimates  made  at  the  time 

entry  into  the  war  placed  the  annual  money  ineome  oC  the 

at  forty  billions  of  dollars  or  thereabouts.    Such  information 

'  o  obtain  and  such  investigatioo  as  I 

.       lie,  however,  to  believe  thai  this  is  a 

Ty  considerable  under-statement  of  our  actual  situation.    Udsf 
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iba  term  income"  as  subetantially  identical  with  the  money  vahi 
y  of  the  groM  annual  product  of  the  country's  industrial  and  busiinv 
^acttvitic«,  I  believe  there  is  warrant  for  the  opinion  that  the  indu 
trial  and  business  income  of  the  people  of  the  United  States  for  t)i 
year  11U7  may  conio  close  to  fifty  billions  of  dollars:  the  followin 
estimate  in  summary  form  containing  the  data  on  which  this  opinioi 
ItbMed: 

SfBOlAXr  ErmiA*"  ov  nn  Total  Valub  of  the  National  Product  an 
PftODOonn  Sbbtiow  fob  ths  Ykars  1909-1910,  1914  and  1916-1017  ; 
BiLuoNB  or  Dollars* 

1909-1910 

Afrieultuiv 5  5 

MsDuf Actures  8.5 

MlMrsl 2.0 

FUiing 0.05 

l>Miq)ortAtioD 2.8 

Aod  profeasional  9.0 


1914 

1910-lJl 

6.1 

14.3 

9.9 

14.8 

2.1 

3.5 

0.1 

0.1 

3.0 

3.6 

ao.o 

13.6 

Total  .       27.85  31.2  49.7 

The  figure  of  fifty  billions  for  the  income  of  the  nation  in  \\^\" 
refers,  of  course,  to  gross  income.     What  proportion  of  these  fit 
billions  may  properly  be  regarded  as  surplus  or  clear  income — tli 
is  to  say,  income  over  and  above  what  the  people  of  the  count  i 
must  consume  in  order  to  keep  themselves  in  a  state  of  health  ai 

*  In  estimatiog  groas  values  of  national  industry  by  principal  branches,  pr 
doetloo  figum  of  the  Census  Bureau,  the  Department  of  Agriculture,  the  Gr 
logied  Sunrqr  and  other  federal  agencies  were  used.    Figures  for  1916-1917  a 
Boie  eooieotural  than  those  for  190^1910  and  1914  for  the  reason  that  the  val 
of  msnufseUires,  or  the  total  "Value  added  by  manufactures"  had  to  be  e^^' 
outted  largely  from  incomplete  output  data  of  certain  basic  industries  and  whol 
sals  prieei  prevailing  during  the  year.    In  this  connection  use  was  also  made 
the  indei  nitmber  of  wholesale  prices  published  by  our  Bureau  of  Labor  Statistic 
Figurai  of  income  of  the  commerical  and  professional  classes,  including  person h 
in  the  public  aenrioe,  are  rough  approximations,  based,  in  part,  upon  census  dnt  • 
of  oemipatioM. 

The  large  increases  in  the  1917  values  of  agricultural  products  are  d. 
largely  to  the  higher  price  level  and,  to  a  much  smaller  extent,  to  larger  yieli 
In  nintng  and  even  more  so  in  manufactures,  the  higher  values  are  due  both 
to  kdybflr  prieei  and  to  Urger  output,  as  may  be  seen  from  the  following 
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•trength  and  that  cheer  which  has  got  to  be  maiatained  e?«i  ia 

(iriif*  if  we  are  to  deliver  our  most  telUac  blows,  aod  to  provada  for 

t)  tipkeep  of  the  induatrial  equipinaot  of  the  eouotry — 

.i>on  which  opiniona  and  afttmatat  wtU  differ  widaly. 

itiona,  however  rough,  must  neverihaleat  be  aUaimiloii 

i  he  annual  tifcvuypf  orjpveaUnent  fund  of  the  Americao  people 

nt  the  beginning  of  the  Kiir6pean~war  wae  varioualy  eetimatad  at 

oni  three  to  five  billions  of  dollars.    That  meant  that  out  of  Um 

rne  of  the  country  at  that  time,  three  to  Sto  billioii 

..orth  of  goods  were  not  consumed  by  the  roeipiaota  or 

^«  of  the  income,  but  were  invested  in  eartenaions  of  industry 

aiiti  business^  or  in  other  words,  eonverted  into  additions  to  the 

Tifiaucial  and  iadustrial  capital  of  the  countryT 


How  much  this  actual  savings  fund  of  from  three  to  five 

o!  a  matter  of  fact,  have  been  increased  during  the 

"  r  even  how  much  the  potential  savings  fund  of  the 

•'  been  increased  by  reason  mainly  of  the  vast 


P  and  output  figuroi  for  ovtain  leadiaa  afri«ultar»l 


iiTisa  or  pRUnapAL  Aaaicui/rcnuL  Pkoducis  fok  m  YsAas  S 

Bbu>w 

1909 
St  nf .  000'  buriieb . .  683,370 

2,552,190 

1.007,143 

10,649,000 

1.055,765 

97,454 


1914 

891.017 

2,672.8(M 

1.141,060 

16,135,000 

1,034,679 

70.071 


1917 

659,797 

3,210.796 

1,580.714 

12,017.000 

1,185.478 

91.715 


Ml 


■i).  RituminooB,  OOO'  ibort  ions. 
liCOOO* long  tons. . 

Ki'tj-.  OOO'  pounds 

otroleum.  000'  bbls.  of  42  gal. 

i^ioc.  short  toDS 

OKkSDt,  000'  bbb.  of  880  Iba. . . 


PaooncTB  f« 
Bblow 

1910 

417,111 

26,674 

1060,160 

J09,557 

252,479 

n,785 


Ni 


1914 
422,704 

22i268 

1,150,137 

265.763 

343,418 

87,a68 


1919 


39,126 

1,«273&I 

300,767 

561,451 
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to  the  peouniary  prosperity  of  the  country,  which  have 
oocunwl  in  this  same  period  of  time,  offers  an  engaging  problem 
both  for  statistical  enterprise  and  for  economic  inference  and  con- 
jeeture.  My  inference  is  that  the  largest  part  of  this  increase  in 
the  money  income  of  the  country  may  rightly  be  rated  as  an  addi- 
tion to  the  •  '1  savings  fund.  The  indications  above  given 
are  that  the*  income  of  the  country  may  have  grown  by  an 
amount  as  much  as  eighteen  billions  of  dollars  in  the  past  three 
y^tM,  due  partly  to  increased  production,  partly  to  intensified 
demands  for  many  of  our  staple  products,  but  mainly  to  the  rapid 
and  general  advance  of  prices.  If  we  allow  a  deduction  of  one- 
third  or  six  billions  from  the  estimated  increase  of  eighteen  billions 
in  order  to  offset  increased  living,  or  other  costs  (and,  also,  to  ac- 
count for  variations  in  values  computed  because  of  steadily  changing 
price  levels  during  the  year),  we  have  left  the  sum  of  twelve  billions 
of  dollars  as  the  apparent  amount  by  which  the  potential  savings 
fund  of  the  country  has  been  enlarged  during  the  past  three  years. 
These  twelve  billions  added  to  the  actual  savings  fund  of  the  coun- 1 
try,  which  was  estimated  at  from  three  to  five  billions  of  dollars  i 
at  the  beginning  of  the  European  war,  would  seem  to  indicate  that 
the  present  total  savings  or  investment  power  of  the  country,  tak- 
ing the  achiol  and  potential  funds  together,  might  amount  to 
much  as  fifteen  billions  of  dollars  or  more  for  the  year  1917. 

The  war  taxes,  which  were  imposed  by  Congress  at  its  recent 
session,  contemplate  the  raising  of  some  two  and  a  half  billions  of 
tax  revenue,  though  there  appears  to  be  some  reason  for  believing 
that  the  >'ield  of  the  new  taxes  may  considerably  outnm  the  esti- 
mates. Obviously  the  government  cannot  also  borrow  that  which] 
it  takes  by  taxation.  Ciurent  income  is  the  source  out  of  which  both 
our  tax  revenue  and  our  loan  revenue  will  be  derived.  If  some  thi 
billions  of  tax  revenue  are  taken  out  of  the  annual  surplus  incoi 
of  the  country,  which  I  have  stated  my  reason  for  believing  migW 
amount  to  as  much  as  fifteen  billions  of  dollars,  then  it  would  appear! 
that  twelve  billions  of  dollars  represents  about  all  that  could  safely  | 
be  raised  by  loans. 

The  authorized  expenditures  and  advances  for  the  fiscal  y< 
1918,  however,  run  close  to  twenty  billions  of  dollars  and  leave 
therefore,  with  the  problem  of  how  the  additional  four  or  five 
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iiiMi.-^  lii  excees  of  tho  estimated  actual  aiid  patehiuii  Mvin^  lund  of 

the  natiou  are  to  be  obtained.     Looking  nt  tin*  firoblac 

a  matter  of  dollars  and  ctMits,  it  must  be  it  the 

of  the  war  on  the  proje<'ted  scale  of  expeii.iiiiui-  m  lar  from  ft  fimplt 

pro!  >l<'in.  even  with  such  rea.*^unng  indicatiuns  of  our  poanble  ineom 

All.  s  fund  as  I  have  ventured  to  give  for  the  3rear  1917.    It 

'•'.1  vv,  i...  ..iice  two  extremely  important  questions: 

(1)  Can  the  vast  sums,  which  it  is  pro|)osed  to  raise  from  loMW, 
ut  causing  a  serious  inflatioti  of  credit  and  prices? 
.V  .»t  all  possible  that  the  war  can  be  carried  as  an  ''extra*' 
IS  to  say,  that  business  and  Uving  ean  be  aa  usual  during  the 
period  of  the  war? 

IV 

No  one  who  looks  beneath  the  surface  appearances  to  the  hard 
and  inexorable  realities,  can  for  a  moment  maintain  the  position 
that  the  war  can  be  carried  as  an  "extra."  Wc  cannot  carry  Um 
war  as  an  "extra"  and  business  cannot  be  as  usual  during  the  period 
'^f  the  war,  if  we  mean  to  win. 

I  cannot  believe  that  those  who  are  sponsoring  the  doetrine  of 

^"SB  as  usual"  can  appreciate  the  economic  significance  of 

trine.    This  war,  as  the  President  witli  rare  prevision  told 

s8  and  the  people,  will  involve  the  ''organixation  and  mobil- 

of  all  the  material  resources  of  the  country  to  supply  the 

lis  of  war. "    The  man  who  knowingly  preaches  the  doctrine 

Illness  as  usual"  at  this  time  is,  therefore,  proposing  that 

'  ntagc  should  be  set  against  or  ahead  of  public  neeesnijf. 

.  .>ia  in  the  nation's  life,  ever>'  business,  no  matter  what  its 

is  affected  with  a  public  interest  and  the  public  has  the  right, 

owes  it  to  itself,  to  determine  within  what  limits  that  busineM 

•  circumscribed  in  the  interest  of  the  war,  or  to  what  exteot 

\ye  helloed  and  fostered  in  the  same  interest.    The  American 

^tem  is  on  trial  in  this  war.     No  one  doubts  its  technical 

and  it  should  not  allow  anyone  in  its  ranks  to  raise  a 

!  ding  its  competency  to  exerrisc  vision  and  imagination 

U>arly  what  nmst  be  done  by  the  nation  in  the  way  of 

...  our  business  and  economic  organisation  during  the  war. 

lis  to  rise  to  the  occasion  throuf^h  weaknen  or  eelftihnew,  or 

M'ilishness  is  allowed  to  hamper  and  hinder  the  development  of  a 
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imlioiuU  progTAm  of  eoonomic  finance,  the  American  business  systei  i 
will  have  gone  a  long  way  toward  sounding  its  death-knell  and  sur- 
leadffinc  to  other  acenoieB  the  right  of  leadership  in  the  great 
pfoncwnn  of  eoonomio  reconstruction  which  must  take  place  at  the 
eloM  of  the  war. 

The  truth  Ib  that  nothing  can  be  as  usual  while  the  war  is  on — 
iwithftf  buflineas  nor  hving  can  1x3  as  usual.     We  are  in  this  war  to 
win  it  and  our  children  will  never  forgive  us  if  we  fail  to  do  any 
the  things  necesBary  to  win  it.    The  sooner  we  take  this  truth 
heart  and  reshape  our  lives  accordingly,  each  one  in  accordan 
with  hie  circumstancee,  the  sooner  the  war  will  be  won  and  over.    1  i 
only  powers  on  earth  that  can  defeat  us  are  weakness  and  s(']^l^^il- 
new    eelfishnees  in  the  shape  of  profiteering,  if  business  is  as  u^uil, 
and  weaknees  in  the  shape  of  waste  and  indulgence,  if  living  is  ; 
usual.     We  need  not  doubt  our  a!>ility  to  overthrow  the  < 
without,  if  we  can  control  the  enemies  within:  that  is,  the  tt  i   . 
tions  to  make  money  as  usual  and  to  Uve  and  enjoy  as  usual.     In- 
deed, the  doctrine  of  ''business  as  usual''  is  not  only  vicious  in  it 
YJoeceesary  economic  implications  for  a  nation  in  the  throes  of  a  grr . 
/crisis,  but  is  equally  mischievous  in  its  financial  implications.     1  < 
the  twin-«ister  of  the  doctrine  that  business  can  be  as  usual  is  tli 
other  mischievous  doctrine  that  the  war  cannot  be  financed  witho> 
inflation. 


Inflation  in  connection  with  government  war  financing  may  « 
from  many  different  causes  but  there  are  two  which  are  of 
particular  interest  in  our  present  situation:  (1)  Inflation  of  prices-^ 
IB  apt  to  result  when  the  government  undertakes  to  spend  money,  ii 
however  obtained,  faster  than  the  goods  it  seeks  to  buy  are  beingji 
prodtmrd  I?)  Inflation,  both  of  banking  credit  and  of  commodity;^ 
/  prices,  results  when  the  government  undertakes  to  borrow  faster  ji 
thimlhe  people  are  able  or  willing  to  save.  In  the  last  named  case,  i; 
which  is  the  one  I  mean  to  discuss,  the  loans  of  the  government,  byl } 
one  device  or  another,  will  be  forced  upon  the  banks.  The  bankfllj: 
will  pay  for  the  loans  by  an  extension  of  banking  credit  and  cur-i^ 
^^^j^ncy.  The  inevitable  effect  on  commodity  prices  of  an  expansionit 
of  banking  credit  and  currency  is  to  raise  them.  It  would  seem  to|i : 
no  extended  argument  in  this  day  in  America  to  demonstrate' fs 
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that  hanking  credit  in  any  of  Ob  typical  foroui  m 

rting  the  tame  effect  on  pricee  when  need  in  fmynmni  for  foodt 

or  purcbasee,  aa  any  other  forma  of  purchamg  media.    Wbeo 

purchasing  media  are  produced  faater  than  goodi  are  produced    ia 

brief,  when  the  supply  of  currency  and  credit  in  iU  inereaee  ootnina 

th*  <•  of  the  supply  of  purchasable  goods    the  prices  d  goods 

nv  Whether  such  a  condition  is  best  described  by  Ibe  word 

ion/'  the  fact  remains  that  the  rise  of  prices  oC 

>ijs  in  such  a  situation  is  closely  connected  with  the 

•>ply  of  purchasing  media.    Moreover,  when  the  inereaee  el 

.^^ing  media,  occasioned  by  the  expansion  of  banking  credit, 

*h'o.  investment  of  banking  credit  in  govemmeoi  loaaa, 

is  irresistible  that  the  expansion  of  credit  and  its 

({uencee  in  increased  commodity  prices  are  being 

'   'rndings  to  thr  ^-—      nt. 

y  which  go\*  nis  produce  inflation  as 

\  disclosed  in  the  hnancial  history  of  all  the  great  European  bellif- 

~~'~nts.    All  of  these  governments,  notably  Germany,  have  made 

onsive  use  of  banking  credit  in  the  flotation  of  their  loans.    Not 

ly  the  great  central  banks,  but  the  banks  generally  in  the  eeveral 

*  '  -.  have  been  put  under  pressure  to  invest  their 

!)  the  purchase  or  carrying  of  government  aeear- 

KThe  London  EconomUt  has  repeatedly  characterised  the 
tion  thus  produced  as  ''bad  finance  forced  on  the  banks  by  the 
mment. "    An  examination  of  the  changes  of  condition  of  the 
nks  of  Great  Britain,  exclusive  of  the  Hank  of  England,  shows 
N  h  it  the  process  has  been.    Their  deposit  liabilities,  that  is  to  say 
^fi<  11    hecking  accounts,  have  increased  between  the  end  of  1013  and 
end  of  1916  about  four  hundred  and  eight  million  pounds  sterling 
-   rease  of  close  to  40  per  cent.    Theiti^iliajdisoflUDted  on  the 
ide  of  the  statement  show  only  a  nei^gible  increase,  an  in- 
of  some  seven  million  pounds  sterling.    Their  in^ 
other  hand,  show  an  increase  from  two  hundred  and 
:  pounds  sterling  to  four  hundred  and  thirty-eeven 
unds  sterling,  an  increase  of  over  two  hundred  and  twenty-five 
'•'-•'  pounds  sterling,  or  107  per  cent:  in  view  of  all  the  dreom- 
-  and  known  facts,  it  may  l)e  said  that  this  inereaee  is  made 
chiefly,  if  not  almost  entirely,  of  government  obligations,  such 
treasury  bills,  exchequer  bonds,  etc.     In  brief,  the  expansion  of 
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banking  credit  in  Kngland  seems  clearly  discloeed  by  these  figure 
to  hmvc  been  occasioned  for  the  most  part  by  the  expansion  of  ban] 
investment,  directly  or  indirectly,  in  government  ol)liKation8 

A  similar  process  has  been  at  work  in  the  othel'  countries  c 
Europe.  The  expansion  of  ban  kin  f^  credit  in  France  and  German 
however,  has  been  more  largely  in  the  form  of  baolLfiotes  than 
bank  deposits.  The  bank  note  circulation  of  France  increase 
from  twelve  hundred  and  eighty-nine  million  dollars  in  Auguff 
1914,  to  forty-one  hundred  and  seventy  millions  in  October,  191 
an  increase  for  the  period  of  over  223  per  cent.  The  circulation 
the  Reichsbank  of  Germany  has  risen  from  six  hundred  ninety-thij 
million  dollars  in  August,  1914,  to  twenty ;two  hundred  and  eight; 
five  millions  in  October,  1917,  an  increase  of  230  per  cent  in 
course  of  a  little  more  than  three  years.  This  increase  in  the  no 
circulation  of  the  great  central  banks  of  France  and  Germany  1 
been  occasioned  largely  by  inv.^tmeiite  pfjbheircredit  in  the  oblij 
tions  of  their  respective  goy-fimiuents,  and  seems  definitely 
indicate  that  government  borrowing  has  been  a  leading  factor 
the  expansion  of  their  note  circulation.  Doubtless  other  caus< 
have  contributed  to  the  vast  expansion  of  banking  liabilities 
Europe,  but  no  one  cause  has  probably  been  a  greater  factor  thi 
the  investment  by  the  banks  of  their  credit  in  taking  or  carr^'ii 
government  loans. 

Whether  a  similar  result  is  to  be  expected  here  in  connccti 
with  our  greater  government  borrowings,  and  if  so  how  soon, 
largely  depend  upon  whether  all  the  people  who  have  income  enoi 
to  save  will  save,  or  whether  they  can  be  or  will  be  made  to  sa 
I  enough  out  of  their  incomes  to  absorb  such  loans  of  the  governm 
\  as  may  be  put  out  in  excess  of  the  ordinary  or  usual  savings  fun  ' 
the  nation-  -ill Jif  i«    absorb  them  as  savings  loans,  not  as  crc 
I  loans. 

The  obligations  of  a  government,  such  as  the  United  Sta 
when  considered  purely  from  the  investment  point  of  view, 
unquestionably  to  be  regarded  as  the  most  eligible  sort  of  inv( 
ment.     Commercial  banks,  however,  in  a  country  like  ours,  w 
makes  daily  use  of  a  large  body  of  mobile  banking  credits,  are 
to  be  likened  to  investment  institutions  in  the  ordinary  sense  of  t 
word.     A  bank's  capital  is  but  a  small  part  of  its  investment  pow 
A  bank  is  a  hank  dnly  as  it  invests  it^  credit.     But  the  safe  : 
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vestinent  of  ita  credit,  at  the  history  of  bankiiif 

Vr«i«atedly  demonstrated,  neoesMrily  reftricU  a  bank  in  Hi 

itiee  to  those  which  poaeen  the  neceaaary  liquid  ebtt 

•  ctiAi  to  oonaiderable  ioTealineDt  by  banka  of  thair  aradit 

in  1(1  vestment  securities,  such  as  government  boods,  ariaaa,  not  out 

of  any  question  aa  to  the  solidity  of  such  tttniritiaa.  wben  «aO 

8c*i(*cted,  but  rather  beeauae  of  their  ladLfiUifSi^tT-    The  hblory 

of  modern  hanking  has  shown  conclusively  that  dittiittrlltm  mual 

' 'tween  "security"  and  "liquidity/'  or  "vahie"  and 

''in  determining  the  kind  of  inveatmeota  whieh  aie 

beet  fitted  for  l)anks  which  deal  in  their  credit.    There  are  many 

f  '       ♦'Mtment  pap* !  '      i  the  point  of  view  olaeeurtty 

i;  to  be  desii  i  which  •■^  mmJjaH*  aa  the 

bonis  for  the  creation  of  a  great  body  of  currency  orolaeliye  banking 

'       'i* 

doctrine  set  forth  in  the  famous  English  BuUioo  Beporti 

which  came  in  the  midst  of  the  controveraies  growing  out  of  the 

manHLMiiient  of  the  Rank  of  Kngland's  circulation  during  the  Na|N^ 

koiii<  W  ars,  whose  truth  has  since  been  attested  by  the  OKparieDee 

W  every  modern  nation,  is  that  two  things  are  neceaaary  to  protect  a 

If    '        >r  banking  currency  and  credit  against  the  daoger  oC  midiie 

'  ti.     One  of  these  is  the  mainienance  of  adsquaU  rsssnes; 

'»ther  is  the  maintenance  of  adequate  liquidity  of  imttimtnU, 

|i         mi  !  ii.L^h  «  Mts  i^  meant  bank  paper  which  liquidatea  itaalf 

till  M  ..!i  1 1  lie  out  of  the  proceeds  of  the  tranaactiooa  which 

pm\  e  given  rise  to  the  paper.     I'hat  is  to  say,  pager  which  grows 

^       ■  'ustrv  connected  with  the  prO' 

it — as  the  goods  are  produced 
a:  <i  sold  in  ti  d  juovements  of  trade  and  industr>" — will  sup- 

TQsingB  of  bank  credit  can  and  will 

.    r  being,  therefore,  paper  which  ia 

I  •!  with  ]  \e  operations  in  industiy,  that  ia  to  aay> 

hich  TQsxiii  in  an  increase  in  the  supply  of  usable  and 

.it  follows  that  the  same  banking  traneaetioo,  which 

[ives  rise  to  an  increase  in  the  supply  of  purchaaing  media  through 

!^'  '  I  tanking  credit,  also  gives  rise  to  an  ineraaee  in  the 

isable  goods  throufrh  the  assistance  leiiderad  Ite 

producer./ 

But  when  a  imnk  invesia  ild  crcoii  in  the  purciiasc  of 
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meni  bonds  which  are  issued  for  the  purposes  of  war — in  brief,  for 
operations  that  result,  not  in  the  production,  but  in  the  consump- 
tion and  destruction  of  goods — we  have  an  altogether  different 
situation. /^he  situation  is  one  in  which  there  has  tf&ccn  i)lace  an 
addition  to  the  volume  of  outstanding  banking  credit  and  purchas- 
^  ing  media  with  little  additional  in  the  way  of  goods  to  offset  it  on 
the  shelves  of  the  shop-keeper,  or  the  warehouse  of  the  manufacturer. 
In  brief,  credit  transactions  of  this  sojt,  so  far  from  being  immedi- 
I   ately  connected  with  operations  resulting  in  the  increased  produc- 
\  tioD  of  aggregate  goods,  are  rather  to  be  described  as  connected  with 
\  operations  resulting  in  the  diminution  of  the  community's  6upj)ly 
Vof  purchasable  goods.    In  war  times,  governments  borrow,  not  for 
the  purpose  of  producing  goods,  but  for  the  purpose  of  getting  pos- 
aetsion  of  goods  already  produced,  or  being  produced,  goods  whoso 
production  is  otherwise  financed.     The  credit  created  and  extended 
by  the  banks  to  the  government  in  the  process  of  taking  up  govern- 
ment bonds  is  to  be  regarded  as  an  addition  to  the  total  volume  of 
banking  credit,  not  called  out  by  the  needs  of  productive  industr>', 
but  occasioned  by  the  necessities  of  the  public  treasury — in  brief, 
what  is  being  financed  by  such  a  creation  of  credit  is  not  the  pro- 
duction of  goods,  but  the  acquisition  of  goods  by  a  non-productive 
borrower. 

It  may  be  asked,  in  fact  has  been  asked,  how  the  credit  created 
and  extended  by  a  bank  in  order  to  enable  its  customers  or  itself 
to  take  up  and  pay  for  subscriptions  to  government  loans,  can  inflate 
commodity  prices,  since,  it  is  said,  credit  acts  on  commodity  prices 
_  only  when  offered  in  exchange  for,  or  payment  of,  "commodities.' 
The  process  of  price  inflation  in  the  case  in  question,  that  is 
where  the  issuance  of  government  loans  is  the  admitted  cause  of 
bank-credit  expansion,  is  perhaps  slightly  obscured  by  this  fart, 
but  in  its  essentials  does  not  differ  from  the  familiar  and  typical 
caae  of  credit  expansion,  if  sight  is  not  lost  of  the  fact  that  the 
credit  extended  by  the  bank  in  payment  for  bonds  is  merely  the 
beginning  and  not  the  end,  or  the  whole,  of  the  process.  The  ck  In 
rrffived  by  the  government  in  paj-ment  of  its  bonds  is  not  held 
idle  in  the  Treasury,  but  is  used  to  pay  for  supplies  bought  or  con- 
tracts in  process  of  execution  and  soon  filters  into  the  stream  of 
'ating  bank  credit,  becoming  part  of  the  aggregate  supply  of 
,.._lianng  media  afloat  in  the  community.     For  when  the  govern- 
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I  ment  takes  payment  in  credit,  it  follows  that  it  will 

^Jy  credit,  transforriiig  the  credit  that  it  him  on  the  booka  of  IIm 

Hijjlks  in  the  same  way  as  a  merchant  or  itiaimfacturer  would,  whp 

^M  been  grfbted  a  credit  aeoommodation  by  his  bank.    Moreover 

the  credit  cheated  in  first  instance  by  the  bank's  subscribinf  to 

government  loans  and  set  in  motion  by  being  used  by  the  gown- 

meut  in  payment  of  purchases  made,  keeps  on  moving  and  ^»^^ff«>g 

hands,  passing  from  the  hands  of  the  government  to  the  muoHioM 

manufacturers,  from  them  to  the  steel  manufacturers,  and  so  oo — 

in  other  words,  lives  on  as  a  part  of  the  general  body  ct  oiobiU  and 

active  banking  credit  until  it  is  extinguished  by  somo  ooo,  wbo^ 

having  payment  to  nmke  to  a  bank,  uses  it  for  that  purpoae  or  UBlil 

some  one  who  wishes  to  buy  a  bond  from  a  bank,  makes  pajrmeBt 

therefor  in  banking  credit.     When  that  time  is  reached,  there  will 

a  simultaneous  reduction  on  both  the  liabiHHet*  and  the  fuoimcuf 

.  ..io6  of  the  bank's  statement.    Till  tlmt  time  is  reached,  both  iho 

liabilities'  and  the  resources'  sides  of  the  accounts  will  be  swoUaii 

by  reason  of  the  initial  transaction  in  government  finance,  whieb 

occasioned  the  extension  of  bank  credit  for  the  purpoee  of  tw^lriiig 

the  investment  in  government  bonds. 

There  is  much  misconception  with  regard  to  the  meaning  of 
bank  resources"  and  the  significance  of  increases  of  hanking 
From  the  point  of  view  of  the  lending  bank,  the  oblifa- 
of  a  solvent  debtor  is  a  "resource";  from  the  economic  point  of 
,  however,  only  that  is  a  resource  which  in  its  existing  stale, 
is  or  is  in  process  of  becoming  a  usable  good.    When,  thero- 
banka  are  investing  their  credit  extensively  in  governmeol 
ities,  there  may  be  a  very  great  increase  in  the  banking  i 
CQimtry,  without  any  increase  in  the  countr>''8  actual 
But  since  prices — that  is  to  say  coinmodity 
d  upon  the  ratio  existing  between  the  supply  of  purchauc 
er  in  terms  of  money,  and  the  supply  of  purchasable  reeoureoi 
shape  of  consumable  goods,  it  follows  that  an  increase  of  bank 
not  offset  somewhere  in  the  economic  proeeM  1^  an  in- 
of  economic  resources  in  the  shape  of  eonsumable  foods, 
and  will  lead  to  a  rise  of  prices. 

It  can  hardly  be  doubted  in  view  of  the  known  facta  of  the  case 

it  the  great  increase  of  prices  which  has  been  experienced  througb- 

it  the  belligerent  countries  of  Europe  is,  in  large  measure,  due  to 
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the  multiplication  of  the  means  of  purchase  and  payment  by  their 
banking  6>'8tem8,  more  rapidly  than  the  nuiltiplication  of  the  goods 
avmiUble  for  purchase  by  their  industrial  systems.  Nor  can  it  be 
doobt«d  that  a  considerable  part  ef  the  rise  of  prices,  which  we  have 
experienced  in  our  own  country  since  the  beginning  of  the  Kuropean 
war  in  1914,  has  been  induced  by  the  great  body  of  new  bank  in ^ 
credit  created,  which  has  outrun  in  its  expansion  the  growth  in  t  hr 
productive  output  of  the  country.  The  rise,  moreover,  luis  con- 
tinued since  our  entry  into  the  war.  The  index  figures  compiled 
by  the  Bureau  of  Labor  Statistics  show  that  while  wholesale  pri<  ( s 
in  April  1917  were  74  per  cent  higher  than  in  July  1914,  they  were 
89  per  cent  higher  in  July  1917.  It  seems  likely  that  if  later  fifr^iros 
were  available,  they  would  show  the  forward  march  of  prices  to  l.(; 
continuous.  The  rise  of  prices  experienced  in  this  country,  though 
much  less  than  that  which  has  taken  place  in  the  leading  countries 
^  of  Europe  (the  price  index  compiled  by  the  London  Economist 
showing  an  increase  between  July  1914  and  September  1917  of  120 
per  cent)  is  yet  sufficient  to  awaken  serious  concern,  for  causes  not 
dissimilar  in  their  general  character  and  incidence  have  been  operat- 
ing to  produce  the  rise  of  prices  in  both  England  and  the  United 
States,  most  notable  among  them,  as  already  indicated,  being  the 
expansion  of  banking  credit. 

How  rapid  the  expansion  of  banking  operations  in  the  United 
States  has  been  during  the  past  three  years  is  definitely  indicated  in 
the  striking  figures  for  the  items  "total  deposits"  and  "loans  and 
investments''  which  have  been  assembled  in  the  sub-joined  tables, 
baaed  upon  the  data  compiled  in  the  office  of^the  Comptroller  of  the 
Currency. 

Total  DxpoerrB  of  All  Banks  in  the  United  States  Exclxtdinq  Savinos 


Banks 

AND 

Private 

Banks 

(Bank,  individual  and  government) 
(In  Kkillions  of  dollars) 

NStlOOSlhMkB 

Slate  bankt... 
Tniit  oomptnies 

June  SO, 
1914 
8,543 
3,407 
4,283 

JuneSS, 
1916 
8,819 
3,460 
4,603 

June  SO, 

1916 

10,856 

4,518 

6,728 

June  SO,* 

1917 

12,707 

5,072 

6,413 

1V>U1 

16,233 

16,882 

.  21,102 

24,852 

*  B«port  of  natioDal  b^nka  m  of  June  20, 1917. 
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or  All 

liXftKA   IN   TUM    LXmO 

•tmsI 

Hnifrtifir 

BATums  BanIui 

AND  PWYATB  BaJHU 

Ob  a 

m 

ions  of  dolkn) 

Jw^SO, 

JumiS, 

Jm»90. 

JmSO* 

1914 

l9tB 

1919 

W7 

.Nattonal  banks. . 

8,845 

8,7» 

1-127 

11.888 

8tat«  banks 

8.288 

a^CM 

1    '73 

84n 

tfloompnnisB. 

4,188 

4,386 

M07 

8^M8 

ToUl..  15,776         10.427         10,507        28,011 

1 1  appears  from  theso  fifi^ures  that  both  depodta  and  loaiit  and 
invest meots  have  grown  in  the  United  States  at  a  vety  rapid  rale 
tiiico  the  beginning  of  the  European  War  in  1014.  The  growth  of 
bank  (Icf^osiu  l)otween  the  end  of  June,  1914  and  the  end  of  JuiM, 
1917  was  v\  ons  six  hundred  millions  of  dolhtfs,  a  gain  of  53.1 

per  "'">t  «»ase  of  loans  and  investments  between  the  same 

d:r  'lions  two  hundred  sixty-five  millioDS  of  doUan, 

a  gaiii  of  4(i.l  per  cent.     Adequate  datu  are  not  available  for  esti- 
•voting  with  accuracy  the  trend  of  development  since  the  end  of  June 
t.    The  al)8tract  of  the  Comptroller  of  the  Currency  for  8ep- 
-  11,  1917,  however,  shows  a  gain  of  four  hundred  aixty-oiie 

as  of  dollars  in  deposits  of  the  national  banks  between  tha 

dates  of  June  20  and  September  11,  and  of  three  hundred  forty- 
is  of  dollars  in  the  loan  and  investment  account  for  the 

. ,,v .  .wil.     Much  more  striking  is  the  trend  latterly  discloeed  by 

the  rc()oris  of  the  clearing  house  banks  of  Now  York  City,  covering 
which  has  elapsed  since  the  date  of  the  last  call  of  the 

.., ;  r:  between  the  dates  of  September  8  and  November  8, 

17.  the  louns,  discounts  and  investments  of  the  clearing  house 

increased  from  $3,850,652,000  to  $4,510,385,000,  a  gain  for  a 

of  eight  weeks  of  $659,733,000  or  17.1  per  cent.    Demand 

\s  for  the  same  period  increased  from  $3,675,490,000  to 

mX),  a  gain  of  $460,865,000  or  12.5  per  cent.    The  trend 

,;iaent  in  such  a  highly  sensitive  center  as  New  York — the 

>st  im|)ortant  banking  center  of  the  country — is  not  of  itself,  of 

to  be  taken  as  measuring  the  l)anking  trend  in  the  country 

....^0  but  it  may  be  taken  as  inclicatinf?  the  general  direction  in 

iich  banking  operations  are  moving.     Taken  with  other — minor 

*  Report  of  nstkxial  banks  as  of  June  20, 1917. 
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and  !«■§  significant — indications  which  need  not  here^^e^detailed 
It  8MIQ8  not  improbable  that,  if  adequate  data  were  available,  th( 
would  show  an  increase  of  some  10  per  cent,  or  from  two  to  thr< 
billions  of  dollars,  in  both  the  deposit  account  and  the  loan  and  ii 
yastment  account  of  the  banks  of  the  country  since  our  entry  int 
the  war. 

It  can  hardly  be  doubted,  I  think,  in  view  of  the  facts  an 
probabilities  thus  outlined  that  the  expansion  of  bankin;^  crodi; 
which  has  been  in  progress  in  the  United  States  since  shortly  aft* 
the  opening  of  the  year  1915,  has  already  produced  a  condition  < 
aerious  price  inflation.    The  evidence  seems  unmistakable  th.i 
inflation  of  credit  and  prices  is  already  at  work  and  that,  in  tl 
matter  of  inflation,  we  are  confronted,  not  by  a  theory,  but  by 
condition — a  condition  which  there  is  reason  for  believing  will  I 
aggravated  if  undue  reliance  is  put  by  the  country  on  banking  < 
as  a  competent  economic  method  for  financing  the  loan  requireu.v  i, 
of  the  government. 

If  we  examine  the  movements  of  the  federal  reserve  banks  in 
recent  months,  we  get  some  light  upon  one  of  the  factors  which  hav<* 
helped  to  sustain  the  most  recent  phase  of  the  expansion  of  bankiii 
credit  which  is  under  review.     Between  the  dates  of  April  6  an 
November  2,  fedgrSI  reserve  bapks  increased  their  holdings  of  bill 
discounted  and  purchased  from  $100,663,000  to  $689,977,000.  ar 
increase  of  $589,314,000  or  585.4  per  cent.    Federal  reserve 
in  circulation  increased  for  the  same  dates  from  $376,5 10,0< 
$881,001,000,  an  increase  of  $504,491,000  or  133.9  per  cent. 

When  it  is  recalled  that  the  reserye  banks  are  bankers'  banks  an< : 
that  investments  made  by  reserve  banks  of  their  credit  in  ^■ 
counted  or  purchased  bills,  appear  on  the  books  of  the  borro 
or  selling  banks  either  as  cash  balances  or  as  additions  to  (or  replen- 
ishments oO  their  cash  holdings,*  it  is  evident  that  an  increap^-  of 
five  hundred  eighty-nine  millions  of  dollars  in  reserve  bank  in\  <   t- 
ments  was  quite  suflScient,  so  far  at  least  as  amount  is  concc! 
to  sustain  an  increase  of  from  two  to  three  billions  of  doUai-  ... 
the  operations  Ooans  and  deposits)  of  the  banks  of  the  country. 
Whether  any  such  direct  and  definite  connection  between  the  op<  i  a- 
tions  of  the  banks  of  the  country  and  the  operations  of  the  fed'  ral 

*  la  oUmt  woidi,  ai  the  customary  and  necessary  provision  of  cash  or  ca«h 
b  Um  aooapied  nomeoclature  of  banking  science,  is  called  "  reserve." 
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reserve  huiikH  can,  aa  a  nmiier  oi  laci,  aa  yci  ut  MUd  to  txM^  m  ol 

eounte  very  duul>tful.    But  the  conneetion  between  tbe  opeiBtkiot 

of  the  federal  reeerve  banks  and  the  growth  of  their  member  baaka* 

»na  will  probably  have  to  be  regarded  at  eloee  «iMMigb  to 

.   I  he  view  that  the  recent  riae  in  tha  volume  of  rewrn  bank 

operations  has  been  a  factor  of  oontequenee  in  sustaining  the 

nt  phase  of  the  expansion  of  banking^credit  which  has^l 

If  this  rise  continues,  it  is  not  unreasonable  to  expect  that  in 

se  of  tK^  t^ifcount  facilities  of  the  reserve  qnlem  might 

uto  a  greateogine  of  banking  inflation.    The  atoatkm  is 

efore  one  which  suggests  the  advisability  of  careful  attcntioo 

J  wnven  to  the  character  and  growth  of  the  operations  of  the 

i'  reserve  bankr  in  these  critical  times,  lest  th^  be  made  to 

r  an  undue  share  of  the  burden  incident  to  the  borrowing  openk 

uuns  of  tlic  government. 

'1  he  credit  potentialities  of  the  federal  reBer\'e  system  are  vast. 

"  twelve  baaka.  composing  the  federal  reserve  system  have  ao 

ite  capacity  of  credit  expansion  of  about  two  biilioiis  of 

If  we  assume  that  one  dollar  of  reserve  bank  credit  in- 

(>y  not  more  than  sevenfold  when  transmuted  into  the  credit 

Iter  bank  to  its  customers,  it  is  clear  as  a  propo> 

irithmetic  that  the  federal  reserve  banka  and 

of  the  federal  reserve  8>'8tem,  taken  together,  have 

'  '         icity  of  some  fourteen  billions  of  doUan. 

it  I  believe,  in  view  of  this  situation,  the 

iitr>'  must  soon  face,  is  whether  it  will  be  the  part  of  financial 

•lence  for  us  to  nf  to  finance  our  government  loans  by  ao 

:knsion  of  bankiiiK  >'rith  accompanying  inflation  of  prices, 

A  hether  it  will  be  better,  however  drastic  the  steps  nenesssry  to 

'      result  may  be,  to  pursue  the  course  of  converting 

.  ings  fund  of  the  nation  into  an  actual  savingi  fund 

-utiicicnt  magnitude  to  absorb  the  loans  of  the  government  ■• 

VI 

'   '   "  roviruc  iii  thi>  ;irti'   <■  t<'  '-'C 

;  the  ciitl  to  ri'i  oiiiJi.t  :.ii  '  >* 

to  the  mature  judgment  of  the  nation,  if  the  people  are  to  be  pro* 


133  The  Annals  or  ths  American  Academy 

tecied,  agiun  to  quote  the  President's  language,  '^  against  the  very 
•erioiis  hardships  and  evils  which  would  be  likely  to  arise  out  of 
the  inflation  which  would  be  produced  by  vast  loans." 

One  or  two  general  observations  may,  however,  not  be  out  of 
Older.     It  will  be  the  part  of  prudence  for  us,  I  believe,  to  look  int 
Ike  future  as  dearly  as  we  can  and  tr\'  to  estimate  how  far  wo 
have  to  resbftpe  or  supplement  our  traditional  financial  and  ecom 
methods  in  order  to  adapt  them  to  the  unusual  character  and  un 
precedeoted  dimensions  of  the  financial  and  economic  situn 
which  the  war  is  presenting:  Whatever  will  have  to  be  done  in  Vk 
ufould  better  be  done  as  soon  as  public  opinion  can  be  brought  to  accej 
it. 

The  traditional  methods  of  finance  are  everywhere  showim 
themselves  inadequate,  unless  accompanied  and  reinforced  by  thor 
OUgh-gCMng  changes  in  the  general  organization  of  industry  fi  • 
peace  basis  to  a  war  basis.    The  weakness  and  defect  of  much  ( > 
current  discussion  of  war  finance  is,  as  I  view  it,  that  it  does  no 
seem  to  comprehend  the  way  in  which  the  whole  problem  of  fi  i 
ing  the  present  war  has  been  utterly  transformed  by  the  stupen 
magnitude  of  its  financial  requirements.     Current  discussions  nin 
too  frequently  in  terms  of  the  traditional  finance.     There  i^ 
much  discussion  as  to  whether  loans  or  taxation  should  be  our 
reliance  in  financing  the  war,  and  too  little  discussion  of  the  chaMK< 
which  have  got  to  be  made  in  oiu*  whole  economic  organization  in 
I  order  that  any  financial  system  we  may  devise  will  prove  cfTective 
fin  putting  the  government  quickly  and  continuously  in  possession 
W  the  vast  streams  of  supplies  of  all  sorts  required  for  the 
The  financial  problem,  at  best,  is  only  partly  &  financial  or  ui' 
problem — a  problem  of  getting  the  wherewithal  to  buy  and  pa\ 
Chiefly  it  is  a  problem  of  getting  the  goods  and  services  to  buy. 

Obvious  and  important,  therefore,  as  a  system  of  well-distriii 
uted  taxation  is,  as  an  alternative  to  inflation  as  an  expedient  of 
war  finance,  it  can  never  be  more  than  a  partial  solution  of  oih 
diflicult  financial  problem.     When  the  system  of  war  taxation,  tli< 
foundations  of  which  were  laid  by  Congress  at  its  last  session,  is 
carried  to  its  furthest  practicable  limits,  there  will  still  remain  a  \ 
very  wide  margin  of  war  expenditure — perhaps  the  largest  j).; 
which  will  have  to  be  taken  care  of  out  of  the  proceeds  of  loan- 
Cur  major  financial  resource  is  boimd  to  be  the  loan  and  one  of  our 
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major  financial  problems,  therefore,  to  prevent  the  loaii  from 

nomUng  into  an  intiation.    Specifically  and  positively  the 

as  to  how  wo  may  best  proceed  in  putting  afid  keeping  tbo  loan 

I  a  basis  of  finaneial  safety — that  is  on  a  soUd  foundation  of  indus- 

vi  y  and  thrift.    The  way  to  this  result  was  pointed  out  by  the  Prmi* 

dent  in  words  which  have  already  been  quoted  and  which  can  doI 

()  often  be  repeated: 

(1)  by  "every  man  and  every  woman"  assuming  "the  duty  of 
ireful,  provident  use  and  expenditure  as  a  publio  duty"  and; 

(2)  by  ''the  organisation  and  mobilisation  of  all  th^  matorial 
purees  of  the  country" — 

tlie  organization,  be  it  observed,  not  of  a  part,  not  of  so  much  aa 
can  be  conveniently  spared,  but  the  organisation  of  o/i  the  material 
resources  of  the  country  "to  supply  the  materials  of  war  and  soito 
the  incidental  needs  of  the  nation  in  the  most  abundant  and  yol 
the  ino8t  economical  and  efficient  way  possible."  And  all  thai 
this  or  any  financial  conference  can  do;  all  that  any  executive  depari- 
m*  it  can  do;  all  that  Congress  can  do  is  to  work 

oui .V  p^ vive  and  administrative  detail  the  terms  of  the 

President's  equations. 

Vr  In  sum,  we  must,  as  a  nation,  produce  more  and  consume  lev. 
iiis,  in  its  simplest  terms,  must  be  our  national  fonnula  of  finance. 

0  must  produce  more  of  the  things  which  the  nation  at  war  re- 
lires  and,  in  order  to  set  free  the  nation's  productive  forces  to 
complish  this  result,  we  must  consume  less  of  the  things  which 
ic  nation  in  war-time  does  not  require,  even  though  it  has  bean 
ir  national  habit  in  peace-time  to  consume  such  things  in  un- 
mted  measure. 

Whether  the  various  agencies  of  governmental  administralioo 
have  thus  far  been  set  up  for  adjusting  the  economic  life 
. .  :iie8  of  the  nation  to  a  war  basis,  will  prove  adequate  to 
ish  the  result,  may  be  doubted.    Much  has  already  been  accom- 
plished, but  much  remains  to  be  accomplished  and  time  is  of  the 
f'^tscnce  of  success.     It  may  well  be  expected,  should  the  war  run 

1  into  a  second  year,  that  a  more  authoritative  status  will  have  U> 

en  to  these  special  agencies  if  they  are  to  be  made  fuQy 
.1  to  give  effect  to  the  war-will  of  our  people  on  its 
tie,  and  that  they  will  not  be  able  to  achieve  the  necessary  rsmlli 
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until  iKoy  are  clothed  with  the  power  to  say  what  shall,  and  what 
may  not,  be  done  in  the  field  of  industry,  or  to  define  the  liniit.s 
within  wliich  this  thing  or  that  thing  will  be  permitted. 

I  beUeve  that  the  people  of  the  country,  when  the  issue  is  ]>nt 
before  them  intelligently  and  squarely,  will  not  hesitate  to  ace  j  t 
whatever  may  be  involved  in  a  sound  financial  program  with  tlu 
same  conviction  and  courage  as  they  accepted  the  war.  No  natioii 
ever  went  into  a  riyh^us  war  more  deliberately  than  did  th( 
United  States.  The  people,  ii\  assuming  the  obligation  of  war,  1 
believe,  also  understood  that  they  were  assuming  the  responsibility 
of  properly  providing  for  its  conduct  and  I  am  inclined  to  think 

the  great  body  of  plain  living  and  plain  thinking  people  in  ' '  ' 

try  are  eapable  of  comprehending  what  this  means  in  the  way 

of  a  sound  financial  program.  Whether  it  may  mean  taxation 
oarried  to  the  farthest  Umits,  compulsory  saving,  industrial  con- 
•eription,  priority  of  industry  or  priority  of  credits,  the  resi)0'»"o 
will  \ye  made  by  the  people  if  the  call  is  authoritatively  made  \i; 
them.  It  is  my  belief  that  beyond  what  is  ordinarily  appreciatt  i. 
the  country  is  ready  for  whatever  may  \ye  involved  in  the  thorou^li- 
going  and  effective  prosecution  of  the  war,  for  the  country  is  r<  al- 
i«ing  that  this  is  a  war  of  blood  and  iron,  and  that  until  we  liavo 
eflfectively  mobilized  our  iron,  we  shall  not  be  in  a  position  to  bring 
the  war  to  a  conclusion  which  will  ''make  the  world  safe  for 
demoonu^." 


VEE  ARGUMENT  AGAINST  INFLATION  FROM 
GOVERNMENT  LOANS 

•  Bt  Alsxandbr  D.  Notv, 
FbMBdd  Editor,  New  York  Ewwbm  F^ii. 


Profenor  HoUander's  comprebaottve  tUtemcaii  ci  IIm 
..  ; heory  bearing  on  this  question,  and  Mr.  Miller't  ^ 
of  the  general  principles  involved,  I  feel  as  if  further  < 
wuulil  be  superfluous.    What  I  shall  endeavor  to  do,  howwer,  b 
*  t>is  article,  is  to  direct  attention  particularly  to  the  plain  and  praeU- 
I  aspects  of  the  question  in  the  light  of  experienee. 

road  field  over  which  Mr.  Miller's  article  carries  us  di- 

;:tion  from  the  actual  subject — which  is  not.  Are  we  in  daa- 

r  of  inflation?  but.  Do  government  loans  cause  inflation?    It  is  not 

^1  to  say  that  there  is  inflation  and  that  there  are  gorenuneot 

......  and  that  therefore  the  loans  may  have  caused  the  inflation 

en  accepting  Mr.  Miller's  facts  and  figures  regarding  inflatkm  oC 
t ,  we  must  still  inquire  where  and  how  that  inflation  oe- 

....vl  what  its  precise  relation  is  both  to  the  government  loans 

and  to  what  we  ordinarily  accept  as  the  economic  conMqoeoeei  of 
Mat  we  call  inflation. 

But  the  question,  Do  government  loans  cause  inflation?  is  one 

those  questions  in  which  the  dispute  is  apt  to  bang  upon  deflni- 

ns.     Whnt  do  we  mean  by  inflation?    If  we  meaiiillflAtiOB.of  the 

•  '>ry,  then  the  answer  is  that  government  loans  may  cause  in- 

but  that  it  can  happen  only  through  the  use  of  special 

lery  whereby  paper  ciurency  is  deliberately  put  out  on  the 

'  "f  the  government  bonds.    This  has  oeeurred  during  the 

in  the  case  of  Russia,  whose  state  bank,  which  tssues  the 

oncy  of  the  nation,  has  increased  its  note  circulation 

<KX)  since  the  war  began,  while  increasing  its  holdinga  of 

vernment  bonds  by  $5,600,000,000  and  not  inerennng  its 

all.     It  is  so  in  a  lees  degree  in  the  case  of  Prance, 

...ik  of  France  reports  $2,400,000,000  advances  to  the 

t   for  war  purposes  and  $600,000,000  for  loans  to  the 

allien  of  France;;  against  which  obligationa  there  has  been  an  in- 
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erMW  of  $3,000,000,000  io  the  note  circulation  of  the  bajik  with  ix 
pro  I  <*  increase  in  its  gold  reserve". 

it  i.H  aiiiicult  to  say  how  far  the  increase  of  two  thousand  mil- 
lion dollars  or  so  in  note  issues  of  the  German  State  Bank  is  con- 
nected with  loans  on  government  bonds;  but  there  is  no  doubt  of 
that  connection  in  the  case  of  the  German  loan  bureaus,  which  have 
issued  $1,500,000,000  currency,  unsecured  by  a  gold  reserve,  on 
all  sorts  of  collateral.  The  process  was  at  work  in  a  degree  during 
our  Civil  War,  when  note  issues  of  the  national  banks  werr  r  - 
nutted  only  on  the  security  of  United  States  government  ]< 
and  when  $236,000,000  of  such  newly  issued  bonds  were  acquired  in 
war  time  for  that  purpose.  But  it  will  be  observed  that  this  is  only 
a  possible  result  of  the  policy  of  government  loans,  not  a  necessary" 
one.     It  cannot  be  said  that  it  is  an  inherent  efifect  of  such  loans 

_   It  is  not  in  any  respect  a  probable  direct  result  of  our  own  war  loans. 

^  \      If  by  "inflation"  we  mean  expansion  of  credit,  then  again  the 
issue  of  government  loans  might  have  that  efifect,  or  it  might  not 
Very  large  issues  of  new  securities,  whether  by  governments  or  cor- 
porations, will  usually  cause  a  large  increase  in  the  loan  account  of 
banks.     Individual  subscribers,  when  the  loan  is  especially  attra( 
tive  or  when  (as  nowadays)  the  motive  of  patriotism  is  invoked  t 
increase  the  subscriptions,  are  apt  to  borrow  from  their  banks  monc\ 
to  pay  their  subscriptions.     Most  of  them  will  expect  to  pay  back 
such  loans  from  their  future  accruing  income.     But  the  bank  loans 
may  be  made  permanent  for  the  period  of  war  or  longor.     In  CJor- 
manj^ihey  are  explicitly  made  so. 

But  what  most  people  mean  when  they  talk  of  "iniiaiion     i 
a  third  possible  result — the  abnormal  raising  of  prices  for  commodi 
ties.     It  was  undoubtedly  this  kind  of  inflation,  as  a  consequence  of 
large  war  loan  issues,  which  President  Wilson  had  in  mind  in  hi- 
remarks  on  the  subject  in  his  war  speech  to  Congress  on  April  2. 
He  then  said,  regarding  the  financing  of  the  war : 

It  win  invoIv«  of  course  the  granting  of  adequate  credit*  to  the  government 
MsUined,  I  hope,  to  far  as  they  ean  equitably  be  sustained  by  the  present  gener- 
aUoo,  by  weU  eonoeived  Uxation. 

I  «y  wwtained  ao  far  aa  may  be  equitable  by  taxation,  because  it  seems  to  xnr 
that  it  wouki  be  most  unwise  to  base  the  credits,  which  will  now  be  necessary,  en 
tiraly  oo  money  borrowed.    It  is  our  duty,  I  most  respectfully  urge,  to  i  r 

ptople,  «>  far  as  we  may,  against  the  very  serious  hardships  and  evils  \\ ;  i 

^  KMj  to  arise  out  of  the  inflation  which  would  be  produced  by  vast  loauB. 
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Thia  clearly  bfts  reference  to  inflatioD  uf  pncm.    Let  m  aee  boiv 

the  iMue  of  war  loans,  taken  by  iuelf ,  would  have  thai  effeei.    We 

know  from  all  economie  experience  that  audden  and  larfe  innni^w 

of  a  paper  currency  irredeemable  in  gold  will  drive  up  prieei.    Il 

will  do  80  because  prieee  will  be  quoted  in  that  curreney,  and,  iiace 

in  due  course  the  paper  currenc>'  itself  will  be  worth  less  lluui  ita 

luo  in  gold,  "  paper  prices "  will  neoBiiariiy  be  hicher  IImui  Ike 

IS  "gold  prices."     In  so  far,  therefore,  aa  new 

i\B  are  made  the  basis  for  paper  currency  issues  and  thai 

'deemed  on  demand  in  ^Ad,  the  fovemment  loan 

•  tubtedly  inflate  prices. 

But  prices  are  sometimes  driven  up  also  through  the  mere  faet 

01  •  '    '  '  ink  credits.    When  every  producer,  middleman,  or 

rrt  I  and  does  get  on  easy  terms  abundant  credit  at  hie 

ik,  he  will  be  in  no  hurry  to  sell.     If  he  chooses,  he  may  hold  for 

(>s,  and  the  fact  that  demand  is  apt  to  be  ineraaeed  all 

line  becaine  easy  access  to  bank  credit  will  fadlitaU 

paying  of  such  prices  by  middleman,  retailer  ami  consumer. 

\  plains  the  well  known  fact  that  rising  bank  rescnree,  easy 

and  constantly  expanding  bank  loans,  are  an  invanable  ae- 

ipuniment  of  what  we  call  ''good  times,''  and  that  they  figure 

'  h  as  cause  and  consequence  of  the  rising  prices  which  then  pre- 

.1. 

But  is  this  the  case  with  a  bank  loan  expansion  caused,  directly 

'V,  by  sutxscrii  w)  large  government  loans?    That  ia 

••stion,  and  1  '  agree  with  what  I  understand  to  be 

Miller's  position  regarding  it.    Inflation  of  bank  loana  there 

niay  be;  but  what  we  haire 

t  's  bond  isBuee  caueed  both. 

ank  the  answer  must  be  in  the  negative.     When  banks  are  eom- 

'     in  order  to  facilitate 
will  be  leas,  not  more, 
t  heir  legitini  o  &pply  to  ordinary  commercial 

lis. 

It  is  perfectly  true  that  such  a  situation  may  be  modified, 
ough  deliberate  action  of  the  banks,  through  special  factlitiea 

'  'ana  secured  by  the 

•  aretaUdDgDOwol 

actual  effect  of  the  le  itself.     In  that  regard  it  a{H 
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peftTB  to  me  that  the  ordinary  credit  facilities  of  the  banks,  which; 
might  be  utiliied  to  hold  up  prices  in  the  commercial  markets,  will; 
ool  be  inoreaaed  by  the  gON'emment  bond  issue,  and  that  they  may] 
be  very  considerably  decreased. 

Such  new  credits  as  are  obtained  by  subscribers  to  a  war  loanl 
are  spent  in  the  subscription,  and  they  are  therefore  evidently  not 
available  for  any  commercial  purposes.     No  doubt  the  war  bonds 
may  themselves  be  used  under  the  law  to  create  new  bank  reserves 
through  rediscount  of  loans  secured  by  such  bonds.     But  e^ 
the  same  thing  may  be  accomplished  through  rediscounting  of  x  . : 
secured  by  commercial  paper;   and  since  the  requirement  of  ca.^ 
reserves  in  the  federal  banks  fixes  a  limit  to  the  aggregate  - 
counts,  it  follows  that  the  more  of  them  a  bank  makes  on  the     . 
of  loans  secured  by  war  bonds,  the  less  it  can  make  on  the  basis  • 
loans  secured  by  merchants'  notes. 

— '^XFto  whether  the  rise  of  prices  incident  to  any  prolonged  witi 
would  not  be  greater  if  the  war  is  financed  by  government  loans 
than  if  the  war  is  financed  by  taxes,  that  is  another  quo 
Imagining  that  the  present  war,  for  instance,  were  financed  .   . 
by  taxes,  bearing  heavily  on  every  individual,  the  rise  in  pric 
would  unquestionably  be  less  than  it  has  been.     But  that  would  I 
so,  chiefly  if  not  wholly  because  the  weight  of  taxation  would  ha. 
made  the  average  citizen  able  to  buy  very  much  less  of  the  ordinar 

ties  than  he  had  bought  before.     This,  however,  is  somot  1  i  1 1  u 
like  begging  the  question,  for  the  man  whose  means  of  buying  ncc<  - 
sities  is  cut  off  will  scarcely  be  in  a  better  position  than  the  man  wli' 
with  an  unchanged  income,  has  to  pay  more  for  them.     If,  as  is  tl 
ease  in  our  present  scheme  of  war  taxation,  most  of  it  is  raised  I 
heavy  exactions  from  very  rich  individuals,  reduced  personal  expt  i 
diture  may  not  result  at  all.    A  60  per  cent  tax  on  a  million  dolLi  r  in- 
come will  not  compel  that  taxpayer  to  curtail  his  purchases  of  uccc^-  , 
sities.    The  public  mind  is  sometimes  apt  to  lay  stress  on  the  faefc  I 
that  proceeds  of  these  huge  loans  are  used  in  buying  food  and  mr 
terial  on  an  unprecedented  scale,  and  that  therefore  the  loans  cau.^ 
the  resultant  high  prices.    But  it  is  the  government's  purchases,  not 
its  borrowinga,  which  act  directly  on  prices  of  commodities,  ai 
since  the  war  material  must  be  had,  in  one  way  if  not  in  another,  tl. 
^  Covemment  demands  would  equally  affect  supplies  and  prices  if  tl 
material  were  purchased  wholly  out  of  the  proceeds  of  taxatiori 
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The  sum  of  the  matter  is  then,  that  fOffWUMBi  lotai^  mpi^ 

illy  when  iatued  in  the  pretent  prodigiout  Amounta,  may  oauae  in- 

but  will  not  do  to  unle«  both  the 

diapceitioii  to  undertake  it  art  in 

mil  probably  result  in  imiiiiaati  of  bank  loaaa 

crease  in  bank  loaaa  for  llMi 

lie  way  of  in  Anting  pdom^  aad 

rough  absorbing  part  of  the  credit  fund  uitually  reaerved  for 

'        *     i8  a  oheek  to  rmng  prieea.    Tba 

war-time  prieea  is  the  •'*^**-»iwr 

inands  of  governmente  in  connection  with  the  war,  along  with  the 

ipairment  or  blockade  of  man         '  lary  eouroea  of  aappty.    TlM 

•*ondary  cause  is  the  currency  >n  and  eurreney  depradatkn 

I  Europe,  which  have  indirectly  affected  prices  (partly  throogb 

of  gold  f  '     depreciated  currency  markeli)  area  in 

whose  cu  -  not  depreciated.    That  the 

:ins,  except  as  they  have  been^deliberately  used  as  a  basts  for 

roncy  inflation,  have  in  themselves  been  a  cause  for  the  riaa  in 

I  believe  cannot  be  proved. 


WAR  LOANS,  INFLATION  AND  THE  HIGH  COST  OF 

LIVING 

By  Carl  Snydeb, 
Author  of  Affterioan  RaUwayt  At  IrwettrMnU,  New  York  City. 

The  relation  of  government  loans  to  inflation  seems  more  a 
question  of  fact  than  of  theory.  At  least  in  a  broad  way  there  seems 
no  inherent  reason  why  such  loans  should  cause  inflation,  or  even 
expansion.  A  very  large  part  of  the  loans  is  paid  for  by  check — 
probably  75  per  cent  or  more,  so  that  the  actual  flotation  means 
litUe  raoro  than  a  transfer  of  bank  credits.  There  is  no  withdrawal 
from  or  addition  to  the  currency  of  the  country;  therefore  on  the 
modem  theory,  no  effect  upon  prices.  And  I  am  taking  it  that 
the  question  of  inflation  is  purely  a  question  of  prices — that  if 
Uiere  has  been  no  rise  in  prices  there  has  been  no  inflation. 

Wats  in  which  Loans  Cause  Inflation 

But  as  a  matter  of  fact  such  loans  do  cause  credit  expansion; 
and  therefore  the  question  is,  how?    Certain  ways  are  obvious. 

Firsl.  There  is  always  a  great  deal  of  hoarded  gold,  in  small 
sums  and  large.  And  there  is  nothing  like  a  great  national  crisis 
and  an  offer  of  government  bonds  to  attract  this  gold  from  its  hiding 
plaoes  in  safety  deposit  vaults  and  old  stockings  and  the  like.  80, 
for  example,  Germany  without  importations  from  abroad,  has  since 
the  war  began  nearly  doubled  its  visible  gold  holdings.  As  you 
know  it  has  even  encouraged  the  melting  of  plate  and  jewelry  of  all 
sorts.  This  gold  has  been  exchanged  for  bank  notes,  but  the  effect 
would  not  have  been  very  different  if  the  gold  had  been  exchanged 
for  government  bonds  and  then  been  placed  where  it  was  most 
needed — ^in  the  banks — to  build  up  credits. 

Second,  A  government  loan,  unless  the  proceeds  are  sent 
abroad,  means  government  spending  on  a  huge  scale;  and  there  is 
nothing  like  this  spending  to  speed  up  business  and  therefore  prices. 
If  it  DOW  happens  that  this  falls  at  a  time  when  the  banks  are  not 
loADOd  up  to  the  Umit  and  have  room  for  credit  expansion,  this  ex- 
ptOBOD  is  pretty  sure  to  take  place.     That  was  actually  the  case 
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\tini  April  when  we  entered  the  war.    The  banks  were  op  to  Urn 

m  00  per  oent  of  what  might  be  regarded  as  a  normal  «ife 

iimximum  of  loans;  and  they  could  therefore  expaad  eredili  by  at 

Ir-ist  a  hillion  and  a  half,  and  conceivably  a  sreat  deal  more.    If  they 

lid  exchange  for  gold  the  billion  or  more  of  fovemmeotal  seeori* 

r>anki>  have  loaded  up  with  sinee  the  war  betaOy  Umo 

il  expansion  might  readily  be  five  or  six  biUlooi;  and 

liall  soo  in  a  moment  it  could  now  be  vastly  mors. 

Credit  expansion  naturally  follows  from  the  erMtioo 

amount  of  good  new  bank  collateral.    Thoomadi  el 

<  >ple  will,  in  war  time,  buy  bonds  with  the  feeling  that  they  ean  be 

n   !      '     T)  at  any  moment;  and  that  momeot  usuaily  eomes  for 

91! <  ,('  rather  soon. 

Fourth.    A  way  has  been,  as  it  were,  created  by  the  new  tneome 
lax  Iri\\    :ij»8e88ing  the  unused  surpluses  of  oorporatioiis  at  10  pv 
cent  !'« 1  annum.    If  these  surpluses  are  converted  into  govemmeiit 
bonds  this  tax  can  be  avoided;  and  the  bonds  can  then  be  used  as 
eolbteral  to  80  or  90  per  cent  of  their  face  value  and,  ooder  pMfs  of 
the  banks,  at  the  same  rate  of  interest  the  bonds  themaehret  briag. 
icse  Ioan9  reappearing  as  deposits,  we  should  have  then  two  de- 
bits where  thei-e  was  only  one  before,  and  the  credit  ourreoey  1ms 
vn  expanded  by  a  corresponding  amount. 

Fifth.     In  England  and  Germany,  and  probably  more  or  leat 

'«'  war  has  occasioned  heavy  government  borrow- 

ks,  these  borrowings  being  repaid  from  time  to 

lie  by  the  flotation  of  enormous  loans.    This  borrowing,  of  eourse, 

I  out  to  contractors  and  others,  promptly  Appears  aa 

nd  the  volume  of  credit  has  therefore  been  expanded  by 

out  the  amount  so  borrowed.     This,  in  the  judgment  of  Tkt 

'  '       ion,  has  been  the  principal  form  of  credit  expan* 

« 1  chiefly  responsible  for  a  rise  in  prices  of  135  per 

nt  to  date.    So  far  this  method  has  not  been  reaortad  to  in  the 

'   '  :ites. 

There  still  remains  the  highly  important  matter  ol 
lancing  the  loans  themselves  directly  by  means  of  bank  credits  to 
•>  buyers.  This  has  been  the  chief  means  of  flotation  of  the  two 
ios  so  far  put  out  in  this  country.  I  have  asked  several  banking 
iicials  to  estimate  the  extent  to  which  it  has  been  employed  and 
ley  seem  roughly  to  agree  that  on  the  first  liberty  loan  for  two 
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twW^OPt^  the  banks  may  have  loaned  somewhere  near  half  the  total 
and  on  the  second  loan  even  more.    No  such  expansion  was  evident 
in  the  national  bank  statements  between  June  and  September;  but 
tiM  answer  of  the  bankers  is  that  first,  a  large  part  of  these  loans  was 
rapaid  with  surprising  rapidity,  and  second,  that  in  this  period  t ' 
was  a  considerable  curtailment  of  general  business  credits. 
next  bank  statement  will  give  us  a  better  idea  of  the  facts;  for  it  i 
probable  that  the  advances  on  the  second  loan  would  not  be  r< 
•o  quickly,  if  for  no  other  reason  than  that  they  may  have  been 
or  three  times  as  large  as  on  the  first. 

We  see,  then,  that  as  a  practical  matter  government  loans  m.iN 
cause  a  heavy  expansion  of  bank  credits,  and  even,  as  in  the  case  of 
Germany,  a  very  considerable  addition  to  the  metallic  basis  of  the^ 
credits.    The  question  remains:  When  and  how  does  such  an  expan 
sion  become  inflation? 

Money  and  Prices 

Here  is  the  old,  old  problem  of  the  relation  between  money  and 
prices.  There  may  be  modes  of  inflation  which  do  not  spell  high  or 
rising  prices;  but  they  are  of  academic  interest  only.  In  the  same 
way  there  may  be  other  ways  in  which  prices  may  be  inflated  than 
by  the  simple  one  of  currency  inflation,  but  I  do  not  tliink  I  shall  gr; 
beyond  the  bounds  to  say  that  these  have  no  practical  int( 
As  to  the  main  issue,  we  are  coming  finally  to  a  general  agreen 

For  example,  our  general  stock  of  money  now  is  between  four 
and  five  billions.  I  do  not  suppose  there  is  an  economist  living  who 
would  suggest  that  the  government  could  flood  the  country  with  an 
issue  of  say  ten  billions  of  paper  money  without  an  enormous  rise  in 
prices.  This  is  what  Russia  has  done  and  the  general  increase  in 
prices  there,  a  reliable  index  being  lacking,  has  been  estimated  at 
from  250  to  400  per  cent.  The  whole  controversy  has  always  been 
rather  a  question  of  degree.  I  am  of  those  who  believe  that  the 
whole  problem  was  cleared  up  and  put  upon  an  inexpugnable  basis 
more  than  thirty  years  ago  by  our  own  Simon  Newcomb  and 
Professor  Shield  Nicholson  in  Britain,  and  later  by  the  8tati8tinal 
investigations  of  Professor  Kemmerer  and  the  splendid  work  of  JVo- 
fe«K>r  Irving  Fisher.  The  whole  theory,  as  you  know,  is  expressed 
with  the  simple  formula  that  prices  vary  directly  as  the  volun  ^ 
the  actual  currency  employed,  and  its  rate  of  turnover  or  velo 
and  inversely  with  the  volume  of  trade. 
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Now  A8  everyone  knows,  our  nuun  currency  m  in  eheeke  drrnw* 
againet  bank  deposita.  More  than  00  per  eeoi  of  the 
obangei  of  the  nation,  soaring  now  toward  pwhipa  a 
billions  a  year,  are  effected  by  meant  of  cheeks.  The  Tohmo  of 
actual  money  in  circulation  is  of  slight  eonsequencs.  ^^k  dspoiili 
in  their  turn  are  Urgely  created  by  bank  loane--80  per  eani  tad 
more.  The  toUU  of  these  loans  is  always  many  times  the  toUl 
stock  of  actual  money.  So,  on  the  present-day  theory,  Urn  Imd 
of  prices  represents  a  ratio  between  hank  crtdits  and  Oie  riirrif 
volume  of  hueinesa, 

I  have  found  this  simple  fact  vcq-  puzzuiig  to  many  people. 

But  it  becomes  very  clear  when  we  inuigine  the  banks  isstotsd  to 

leir  old  note-issuing  power  and  giving  out  newly  printed  bank 

•  >tee  when  they  make  a  loan  instead  of  merely  entering  a  cisdii  ia 

•eir  books.    Anyone  can  see  that  an  excessive  tasue  of  such  notes 

ould  mean  currency  inflation;  and  an  excessive  expansion  of  d^ 

injsits  has  the  same  effect.    It  follows,  tV      '    r,  that  if  bank  credits 

are  expanded  more  rapidly  than  the  lu  iume  of  biMbsH  ws 

have  a  rise  in  prices,  that  is  to  say,  inflation.    This  is  the  whob 

-natter  in  a  nutshell. 

Now  what  is  the  actual  situation  in  regard  to  business  in  this 
iintry?   The  railroads  cannot  haul  any  more  goods.    The  govern- 
ment is  already  stepping  in  to  shut  down  on  shipments  on  oertsia 
linefl  of  industry.     We  cannot  get  any  more  coal  unless  labor  is 
af ted  from  othef  industries.     And  as  a  whole  we  cannot  get  any 
■••'^  labor,  as  is  evident  from  the  fantastic  wages  that  are 

paid.     In  a  word,  production,   and   therefore  the 
•iunie  of  exchanges  is  practically  at  the  limit  and  has  been  for 
a  year  or  more.    No  expansion  of  bank  credits  can  put  this  pro- 
duction any  higher.     It  follows,  therefore,  as  a  practical  fact  thai 
y  expansion  of  bank  loans  now  means  inflation — to  all  practteal 
intents,  dollar  for  dollar. 

Effects  op  Credit  Expansion 

i  ^'ery  scheme  which  increases  bank  credits  spells  incrsaisd  eosi 

living  and  the  discontent  and  social  unrest  that  go  with  it,  to  saj 

f;  of  the  genuine  distress  of  millions  of  people  whose  ineomss 

- .Varies  are  more  or  less  fixed  and  incapable  of  quick  adjustment. 

With  expanding  credits,  all  the  executive  edicts  and  price  fixings 
'  d  food  administrations  in  the  world  cannot  keep  prices  down. 
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You  might  juat  as  well  think  to  restrain  them  with  a  hunch  of  fcath- 
ert  after  you  have  put  under  them  a  30,000-ton  hydraulic  jack. 

Now  if  all  this  be  true,  in  encouraging  tremendous  credits  on  the 
purehase  of  government  bonds,  the  administration  and  our  bankers 
have  to  that  extent  delil>erately  set  out  on  a  policy  of  higher  and 
higher  prioes.  The  slogan  "Borrow  and  Buy"  means  in  its  cflcct 
exactly  the  same  as  if  the  government  had  printed 'a  corresponding 
amount  of  fiat  money  and  turned  it  loose,  as  in  the  days  of  our  Civil 
War. 

The  war  has  already  added  to  the  stock  of  this  country'  a  billion 
of  new  gold,  which  has  resulted  in  a  credit  expansion  of  nearly  50 
per  cent  and  a  rise  in  general  prices  of  nearly  100  per  cent.  This 
means  that  the  war  will  cost  us,  as  it  is  costing  England  and  other 
nations,  roughly  twice  what  it  would  have  cost  if  there  had  been 
no  such  inflation.  If  we  go  on  expanding  banking  credits  at  the  same 
rapid  rate,  the  cost  of  living  and  of  the  war  will  l>e  doubled  again. 

And  after  all  this  inflation  comes  the  inevitable  deflation  which 
always  follows  wildcat  finance,  just  as  it  did  in  the  years  following 
the  Civil  War,  with  the  result  of  making  the  burden  of  debt  at  least 
twice  as  great  as  it  otherwise  would  have  been  if  inflation  had  not 
been  resorted  to.  One-half  of  the  cost  of  the  war  in  Europe  has 
come  within  the  last  year  and  in  turn  the  second  year's  cost  was 
almost  double  that  of  the  first.  If  we  spend  fifteen  or  twenty  bil- 
lions this  year,  it  may  readily  mean  thirty  or  forty  billions  next  year, 
and  if  the  war  lasts  three  years  more,  as  many  believe  it  will,  our 
burden  of  debt  may  readily  reach  a  total  of  fifty  or  sixty  billions,  or 
more.  The  practical  question  then  is  whether  this  shall  be  met  by 
"genuine  saving,'*  as  the  editor  of  The  Economist  terms  it,  or  by 
some  form  of  inflation,  as  has  been  true  of  all  the  nations  of  Europe? 

P068IBLB  Inflation  undeb  the  Reserve  System 

I  do  not  know  how  many  among  you  have  considered  how  far 
the  inflation  of  our  actual  currency  may  go.  The  volume  of  check- 
able deposits  is  now  around  fourteen  billions.  Will  it  stagger  you 
to  know  that  a  prominent  New  York  banker  estimated  that  bank 
loan  expansion,  if  the  war  lasts,  might  readily  reach  fifty  billions? 
And  all  of  this  is  provided  for  under  our  new  Federal  Reserve  Sys- 
tem. It  is  strange  how  few  people  realize  the  perfectly  fantastic 
poanbilitieB  of  credit  expansion  which  were  created  by  the  new 
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(M  to  the  Fed«ral  Reienre  Aet  pMted  bit  June.    Uodv 
inendmentJi  the  requirrd  recervei  were  eiit  more  Uuui  hmlf 

•lUonaJ  bMkinff  iQfiltm  Aod 

or  lawful  monty,  thty  m 

othing  more  than  book  credits  with  the  FedenU  TTwimi 

n\  these  banks  have  only  to  bold  a  35  per  esal 

I  these  credits. 

It  followH,  therefore,  that  every  dollar  of  gold  may  boeooM 

-'deral  bank  credits,  and  each  dollar  of  ibis  may  in  turn  b»- 

iie  basis  of  18  of  credits  for  the  central  reserve  citi<«.  $10  for 

the  Rmnllor  cities  and  $15  for  the  country  banks,  which  works  out  lo 

of  $10  for  all  the  banks  of  the  Federal  Reserve 

The  Federal  Heeerve  Banks  have  now  on  h^nd  a  billion  and  a 
t  of  gold.     If  the  present  m<*  to  bring  in  all  the  eligible 

<>  banks,  trust  companies  a*  ike  is  successful,  this  gold 

rve  may  readily  reach  between  two  and  three  billions,  and  there* 
lurt'servrjisahasi.v'.     '■'  •  »re,  of  bank  credits. 

Vou  will  >«•«',  til.  system  has  created 

nihilities  of  inflation  never  dreamt  of  since  the  Civil  War.     And 

*'         nation  and  the 

>  the  good  sense 

atisni  of  our  bankers,  with  such  encouragement  as  they 

'  '      rd  at  Wasliington  and  their  poKtieal 

10  Federal  Reserve  Banks. 

8o  far  this  source  of  inflation  has  remained  practically  un- 

'  '  if  be  possible  to  leave  it  untouched,  no  matter 

of  the  war?     Is  it  the  counsel  of  perfeetioo  to 

that  any  great  war  can  be  fought  without  inflation?    I 

(1  conser\'ative  economieta,  as  for 

lis,  who  are  inclined  to  doubt  if  it 

lid.    On  the  other  hand,  Mr.  Hartley  Withers,  the  editor  of 

Economist  of  Ix>ndon,  h*  'this  very  counsel  from  the 

' '^''  '^f  December  6.    Sin*^  •''                          rwt.^,  fi.>«  }.«nk  eridit  iaflalioa 

Icr  way  on  »  gig&nt  i  »f  tlie  N'«w  Yodi 

one  have  increased  more  man   nan  ;»  "^oa  wilheat 

u  the  histoiy  of  the  Clearing  Houaa    C  .<i»^G» 

reaohes  the  highest  point  in  iu  1  •     •  Ml  a 

>f  mfluenoe  in  America,  not  a  nieti.  :<*  who 

'>blBm  or  offen  a  word  of  protoii  or  wanung. 
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biginning  of  the  war;  and  has  iinweariedly  attacked  the  ineptitiuli 
of  the  Britiah  government  and  its  makeshift  finance.     If  such  a 
policy  would  l)e  possible  to  Kngland  with  an  ante-war  income  of  not 
much  ovfr  ten  billions  of  our  money,  assuredly  it  would  be  possi!)! 
for  the  Tnited  States  with  an  ante-war  income  of  at  least  three  oi 
four  times  this. 

A  Problem  of  Expedienct 

The  problem  as  I  see  it  is  the  everlasting  one  of  expediency 
ObWoUsly  inflation  is  "the  easiest  way."     As  the  slanp:  phrase  goc^ 
it  is  "easy  money."    Our  bankers  feel  highly  patriotic  when  thr 
turn  in  for  a  tremendous  campaign  for  bond  subscriptions;  and  Mi 
McAdoo  and  the  administration  at  Washington  feel  highly  elatr 
when  they  roll  up  five  billions  of  subscriptions,  half  of  which  ai 
merely  bank  loans.     It  seems  to  matter  little  that  all  this  may  ad 
two  or  three  billions  to  the  already  swollen  credit  currency,  and  th.i 
the  millions  of  poor  people,  small  investors  and  life  insurance  hrr  ' 
who  cannot  expand  their  incomes  in  any  adequate  way  musi 
the  piper.    These  are  the  millions  who  rarely  have  any  voice  in 
national  afifairs,  and  all  the  more  so  because  they  are  for  the  :  '  * 
part  un-understanding  and  dumb.    To  them  matters  of  fiyaiK  r 
economics  are  a  seven-sealed  book,  and  there  seems  to  be  no  one  sa\ 
the  most  ignorant  and  demagogic  of  politicians  to  give  heed  to  their 
wrongs. 

But  the  alternative  to  inflation  would  be  a  sharp  curtailment  «> 
our  reckless  national  extravagance;  it  would  mean  drastic  sn 
and  the  almost  total  discontinuance,  for  example,  of  the  manufa 
of  a  million  five  hundred  thousand  new  automobiles  a  year.     1 
would  mean  a  contraction  rather  than  an  expansion  of  credits.     I 
would  mean  tight  money  and  liigh  interest  rates.     And  all  tliis  i 
practically  what  no  business  man  or  borrower  or  any  political  ad- 
ministration ever  wants.     Everybody  wants  easy  money,  fl     '  '     <  .s 
and  three  rousing  cheers  for  the  success  of  a  loan  earn  > 

matter  how  it  is  achieved. 

It  seems  an  idle  consequence  that  we  may  spend  pc 
long  weary  years  of "  hard  times,"  of  falling  prices,  declining 
and  sharp  distress,  pa3ring  for  the  orgy  of  inflated  prices,  wiiste  and 
extravagance  in  which  we  are  now  indulging. 


PRINCIPLES  OF   EXCi:SS  PROFITS  TAXATION 

Br  T.  8.  Adamb,  Ph.D., 
PraffHor  of  PbUdMl  leooomy.  Yale  UniTw^y. 


!  he  following  paper  deds  with  a  few  of  the  Imrfar  pffiMw  of 
the  excees  profito  tax;  its  scope  and  character,  the  feoeral  prindplei 
upon  which  it  reeU  and  with  whoee  validity  it  mutt  erentually  ttaad 
fall.  In  disciining  these  topics  I  speak  not  only  unoAeiaQy,  but 
untatively ;  I  express  only  my  personal  opinions,  and  those 
are  subject  to  later  reviinon. 

1 

The  excess  profits  tax  law  itself  fairly  brisUea  with 

administrative  difficulties.    Section  210,  for  instanee, 

<es  in  which  the  administrative  authorities  are  unable 

ily  to  determine  the  invested  capital,  provides  another  and  a  i 

tory  method  of  determining  the  deduction,  but  says  nothing 

the  rates  of  taxation  which  depend,  in  a  very  important  waj, 

he  amount  of  invested  capital  itself — whieh  amount,  this  rmy 

tion  assumes  it  is  impossible  satisfactorily  to  compute.    In  otlier 

f  his  part  of  the  law  there  is  an  open  ehasm.    The  law,  as 

trts  to  bridge  a  giilf  but  terminates  abruptly  when  we  are 

If  way  across. 

This  is  but  one  of  the  scores  of  probleinB  raised  by  the  excess 

fits  tax  law.     It  would  be  useless  to  attempt  to  settle  them  here. 

lention  them  merely  to  suggest  that  any  judgment  of  the  fuoda> 

f  il  character  of  such  a  law  must  be  a  charitable  judgment.    We 

t  expect  some  inconsistencies.    Any  interprstatioii  of  tbe  fond^ 

rital  purpose  and  intent  of  the  law  will  be  sufficient  if  it  harmnniiw 

1  synthesises  its  main  provisions. 

The  unusual  technical  difficulties  of  the  excess  profits  tax  have 

ught  about  a  significant  change  in  the  administrative  proeedurs 

Treasury  Department.    Breaking  boldly  with  past  depart* 

practice,  the  Secretary  ol  the  Treasury  has  aoiifht  to  ealiit 

I  tion  of  the  taxpajrers  themselves  and  has  appointed  a 

group  01  iuccess  Profits  Advisors  to  assist  the  CnnimiMinnsr  of  lo- 
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ternA)  Revenue  in  construing  and  applying  the  law.  This  is  an 
administrative  departure  so  striking  as  to  be  almost  revolutionary. 
Uitberto  the  taxpayer  and  the  tax  gatherer  have  held  each  other  at 
ann's  length.  We  have,  as  a  people,  come  to  look  upon  the  tax- 
payer with  suspicion,  and  the  l^elief  has  grown  up  that  the  word  of 
tbe  taxpayer,  or  even  his  oath  on  a  tax  return,  is  likely  to  be  un- 
trustworthy and  misleading.  The  ^eat  war  in  which  we  are  now 
togiged,  along  with  indescribable  evils,  has  brought  some  priceless 
boons,  chief  of  which  is  a  deeper  recognition  of  the  necessity  of  co- 
operation. We  must  work  together  lest  we  all  go  down  in  the 
general  collapse  of  democratic  government.  And  among  the  forms 
and  varieties  of  codperation,  the  strangest  perhaps,  and  not  the 
least  attractive,  is  the  proposed  cooperation  between  those  who 
pay  and  those  who  collect  taxes.  Tax  paying  and  tax  gathci! 
may  be  made  different  and  far  more  wholesome  things  if  thi.s  <  \ 
periment  with  the  Excess  Profits  Advisors  be  successfully  carried 
out. 

II 

"This  title,'*  the  excess  profits  tax  law  reads,  "shall  apply  to 
all  the  trades  or  businesses  of  whatever  description,  whether  con- 
tinuously carried  on  or  not.  .  .  ."  The  tax,  therefore,  is  laid 
upon  trade  or  business.  But  a  preceding  paragraph  provides  that 
every  corporation  or  partnership  not  specifically  exempt  shall  b( 
deemed  to  be  engaged  in  business,  and  that  all  its  income,  from 
whatever  source  derived,  shall  be  deemed  to  be  received  from  such 
trade  or  business.  In  the  case  of  partnerships  and  corporations 
there  is  but  one  business,  one  income;  and  the  latter,  with  som< 
specific  exceptions,  is  the  income  returned  for  purposes  of  incom* 
tax. 

In  the  case  of  the  individual,  however,  the  situation  is  probabl> 
different.    True,  professions  and  occupations  are  specifically  in 
eluded  in  the  general  category  of  trade  or  business,  and  we  all  know 
by  this  time  that  the  excess  profits  tax  appUes  to  salaries.     But  ii 
all  probability,  the  tax  does  not  cover,  in  the  case  of  the  indivi'i 
income  derived  from  mere  ownership,  in  which  the  element  oi  nvi.. 
business  management  or  personal  exertion  is  substantially  absent 
In  the  debate  upon  the  excess  profits  tax  in  the  House  of  Repres* 
three,  Mr.  Cannon  pointedly  asked  whether  income  derived  Ir,     ^ 
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1^1.  isure/' M  fuch  would  be  tubjaei  to  Ih9 

tax.     Mr.  Kitohin  rei^iad  with  an  emphAtie  Mgative. 

I  do  not  think  in  the  eM»  Um  fwitknaD  «t«i  thai  tt 
ftiiy  wutm  proAu  Us,  m  he  it  not  «ig»cMl  in  tnde  or  boiiBni  tad  te 
i  or  ooeupatioo.    Ba,  of  oouno,  would  pay  an  iaoooM  Ui.    Tka 
voao  tha  eiBf  proIHa  lai  and  the  inoona  tax  b  thii :  Tba  faMooM  lax  b 
«Hal  not  inooma  raoaitad  from  all  aouroea,  with  a  faw  aarUia  aawapliaaa.    tW 
m  proflta  tax  aa  now  writtan  in  tha  bill  ia  a  tax  on  Irada  or  I 
•^nooaandooeupatioM;  thatia,oothaiaooaiaorpfo6laa( 
mtiudinK  prnfaaiiona  and  ooeupationa. 

fiut  if  Ml  individual  ia  in  bwainaM    aay  in  tha  maroantib 

M  railroad  atoaks  and  boada  and  raeaiiFaa  $10,000  frem 
linr  frnm  hbfiiiaiiwai  thit  TmnH  nnt  ^^  inrhirtril  in  iiilaiminlin  llM 
iaeouu;  Mibjact  to  axsaaa  proAta  tax. 

The  fortunate  individual,  therefore,  who  "Uvee  upon  the  in- 

oome  from  his  capital/'  will  not  be  subject  to  exceaa  profita  tax,  if 

Mr.  Kitchin's  interpretation  of  the  law  be  correct.    The  talariea  or 

'  X  of  the  typical  professional  man,  the  brain  worker,  are  taxed. 

o  man  who  risks  his  capital  and  puts  his  energy  into  a  eompetttlve 

iness  of  the  ordinary  kind  is  taxed.    But  he  who  lives  quietly  oo 

rente,  his  dividends  and  his  interest  receipts,  is  not  taxed. 

Indeed,  the  whole  status  of  the  investor  under  the  war  revenue 

'  is  a  sifouficant  one.    The  income  which  he  derives  from  aecuii* 

•  subjected  to  very  heavy  income  tax.     But  the  new  iu- 

w,  in  a  section  which  I  shall  not  quote  in  detail  though  it 

reful  exegesis,  provides  with  significant  exceptions  that 

taxed  to  distributees  at  the  rates  prescribed  by 

111  which  the  profits  or  surplus  (from  which  they 

paid)  wer6  accumulated  by  the  corporation.     As  a  result  ci  this 

•n.  iiiillions  of  dividends  distributed  this  year  will  ool  be 

to  the  heavy  war  income  taxes  but  will  pay  at  the  lower  rates 

;  )licable  in  the  past.    Moreover,  in  its  final  formuUtion,  the  war 

iiitted  a  clause  previously  adopted  by  the  flenite 

:ed  thoee  contracts  by  which  the  borrower  or  debtor 

Icrtakes  to  pay  any  tax  imposed  upon  the  interest  or  income 

iiR  to  the  lender  or  creditor.    This,  I  s«y,  was  stricken  out.    The 

lit  is  congressional  endorsement  of  a  practiee  whieh,  in  mort 

<'iRn  countries,  is  regarded  as  contrary  to  aound  public  policy. 

ourage,  in  short,  the  multiplication  of  those  ooveoanti  bj 

debtors  undertake  to  pay  taxes  levied  in  the  first  InsUnee 

upon  creditors. 
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I  raise  these  queetioDB  concerning  the  status  of  the  investor  in 
the  scheme  of  war  taxes,  not  for  the  purpose  of  criticism,  but  i 
bring  into  clear  relief  some  of  the  larger  aspects  of  our  general  ta 
poKey.    So  far  as*  dividends  and  the  excess  profits  tax  are  con 
eemed»  the  case  is  clear.    The  corporation  from  whose  earnings 
di%'idends  are  paid,  being  duly  subject  to  excess  profits  tax,  the  in- 
dividual may  with  logic  be  exempt.     So  far  as  interest  from  bond 
is  coDoemed,  it  is  plain  that,  so  long  as  the  individual  is  accorded  a 
deduction  of  7  to  9  per  cent  upon  his  invested  capital,  the  inclusio?* 
of  bond  interest  among  the  other  items  of  taxable  income  or  profit 
would  be  fruitless.     The  Treasure'  is  better  off  with  interest  omitt* 
from  income  and  principal  excluded  from  invested  capital. 

And  yet,  a  doubt  persists.  Is  a  scheme  of  taxation  soun 
which  imposes  heavy  taxes  upon  the  salaried  man,  or  the  man  wh 
stakes  his  time  and  money  in  the  hazardous  game  of  business,  &u 
3ret  shields  the  man  who  lives  upon  the  income  from  his  capita' 
Here  are  three  men,  each  with  an  income  of  $100,000  a  year. 
little  or  no  capital,  except  his  brains  and  technical  equipment  \\  .. 
will  disappear  at  his  death.  He  is  taxed.  B  puts  1100,000  in 
risky  business  which,  at  the  present,  pays  generously.  He  is  evr 
more  heavily  taxed.  C  inherited  two  and  a  half  million  dolla 
from  his  father,  invested  perhaps  largely  in  state,  municipal  an 
federal  bonds.  He  pays  little  or  no  tax,  local,  state  or  federjf 
Speaking  generally,  a  given  income  backed  by  a  very  large  amou' 
of  capital  ought,  it  might  seem,  to  be  more  heavily  taxed  than  tl 
same  amount  of  income  backed  by  a  small  capital.  Yet  our  exce 
profits  tax,  in  company  with  a  majority  of  such  taxes  in  other  com 
tries,  proceeds  on  a  different  principle.  **To'him  that  hath  shall  1 
given>  and  from  him  that  hath  not  shall  be  taken  away  even  th; 
which  he  hath." 

When  a  suitable  opportunity  occurs  Congress  should,  I  believ- 
impose  a  differential  tax  on   ''unearned"  income.     This  won! 
remedy  what  seems  to  be  a  marked  defect  in  our  existing  scheme  < 
federal  taxation.    At  the  same  time  income  derived  from  person,! 
exertion  should    be  given  further  study.     Corporations  al; 
have  the  right  to  deduct  the  salaries  of  officers.     The  same  i.^- 
should  be  given  to  partnerships  and  sole  proprietors,  although  the 
estimated  salaries  would  have  to  be  "reasonable." 
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The  line  of  thought  which  we  are  here  puriuing  IcAilt  ioflvHahlf 

to  a  challenge  or  critieiBm  of  most  direct  Uuea  imposed  apoo  biai* 

ho  busineea  unit.    Let  me  illuatrate.    Here  are  two  eor- 

each  with  the  same  capital  and  the  lame  net  eaminii;  byi 

>rporation  A  is  owned  by  a  large  number  of  email  tnTestora  (work- 

ir  iiid  meohanioe  perhaps),  while  corporation  B  ie  owned  Iqr 

tl  lonaires.    Draetie  taxation  on  the  profits  of  A  and  B  will 

ive  very  different  effects  upon  the  two  sets  of  stockholdeni.    The 

..  b.inir.  and  working  men  who  jointly  own  A  will  be  deprmd  of 

;!.i  uii  .iiidends  which  they  may  really  need  to  meet  the  inemMd 

»st  of  living;  whereas  the  owners  of  B  will  merely  be  deprived  of 

ossar>'  luxuries  or  the  wherewithal  to  make  new  iorwIaaBlii. 

iiallenge  or  criticism  under  discussion  amounts  then  to  tUi: 

lut  an  income  or  excess  profits  tax  of  any  variety  upon  a 

"deal:  that  its  principal  incidence  and  burden  ai 

rs;  that  there  may  be  relatively  strong  stoekboldsn  in 

<orporations  and  very  weak  shareholders  in  strong  corpora- 

that  so  far  as  possible,  we  should  avoid  the  intermediary,  the 

the  go-between,  and  employ  only  the  personal  iocome  tax. 

At  the  basis  of  this  criticism  will  be  found  an  assumption,  eonsctous 

•  onscious,  that  all  direct  taxes  are  to  be  judged  by  the  abilitisr 

ird — to  be  accepted  or  condemned  according  as  they  eon- 

•rm  to,  or  depart  from,  the  principle  of  taxation  in  aooordance  with 

;  'ility  to  pay. 

At  this  point  it  is  pertinent  to  note  that  the  difficulty  under  die- 

on  is  not  to  be  i'emedied  by  any  substitution  of  the  war  profits 

'   for  the  exoesF  i     ''  *    ^  rinciple,  of  the  Knglish  for  the  Ameri- 

odofcomput,  tax. 

Here  are  two  corporations,  each  with  $1,000,000  capital  and 

ua<  a  earning  $300,000  a  year  during  the  war,  but  whereas  eorponir 

tion  X  earned  $200,000  in  the  nonnul,  or  averaips  year  before  the 

ar,  cor|)oration  Y  earned  only  $80,000.     Under  the  Knglish  law, 

'     '       re-war  income  standarti,  corporation  Y  would  be  taxed 

i  more  hcaWly  than  corporation  X,  which  i»  in  reality  the 

ronger  corporation.     Both  corporations  eani  the  same  amount 

i:  the  war,  hut  the  '  ich  was  more  prosperous  in  the  past, 

iie  wliich  has  act  .  A  the  larger  revenues,  the  Urgersor- 

U8  against  a  rainy  day,  would,  under  the  English  law,  pay  the 
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tax.  Ab  a  matter  of  principle,  neglecting  the  practical  dif- 
ficulties of  applying  the  capital  standard,  it  is  difficult  to  see  any 
super!  'ii  the  English  method  of  war  profits  taxation.     Doc- 

pre-\x  I  K'rity  establish  just  ground  for  exemption  or  imm\i i  1 1  \ 

during  the  war?  Do  not  extra  war  profits  added  to  a  high  level  of  pre- 
war profits  create  an  unusual  ca))acity  to  bear  taxes,  rather  than  f  Ik 
reverse?  If  you  and  I  are  equally  prosperous  today,  but  I  hax  i 
been  prosperous  much  longer  than  you,  is  my  longer  prosperity  suf- 
ficient reason  for  le\ying  a  smaller  tax  upon  me  than  you? 

As  a  matter  of  theory,  and  in  the  average  or  normal  case,  I  be- 
lieve that  these  two  standards,  the  income  standard  and  the  capital. 
are  essentially  similiar.  In  the  long  run,  the  real  invested  ca]^ital 
depends  upon  normal  earnings.  Our  illustration  of  corporation  X 
and  corporation  Y  was  in  fact  false  and  misleading.  It  represents 
an  impossible  case.  If  corporation  X  had  enjoyed  profits  of  S2(K), 
000  a  3rear  as  a  regular  and  normal  thing  l^efore  the  war,  its  true  iii 
vested  capital  could  not,  except  by  accident,  have  remained  at 
$1,000,000.  Its  capital  assets,  tangible  and  intangible,  woxild  )im  < 
come  to  be  worth  $3,000,000  or  more;  they  could  have  been  sold  mm 
that  amount;  and  individual  investors  would  have  bought  stock  on 
that  basis.  In  the  nonnal  case,  the  income  and  capital  standards 
are,  when  properly  interpreted,  practically  the  same. 

But  we  must  get  away  from  the  "original  investment. "     Where 
mature  and  well-developed  corporations  are  concerned  that  concept 
has  little  meaning.     The  original  investment  has  no  permanent  t*. 
It  changes  inevitably.     Durable  assets,  such  as  land  and  buildings, 
depreciate  and  appreciate;   and  these  variations  may  at  1 
taken  up  on  the  books  and  they  will  certainly  be  taken  into 
in  any  case  of  sale  or  consoUdation.     Intangible  assets  are  built  up 
and  in  turn  disappear.     The  true  capital,   the  true  investnui.t. 
changes  with  the  shifting  level  of  income  and  with  future  prospcc  ts 
based  upon  such  income.    Of  course,  if  we  take  only  the  income  of 
two  or  three  years  before  the  war,  there  is  no  necessary  con> 
ence  between  such  income  and  the  true  capital  of  the  i 
But  what  chanced  to  happen  in  the  three  years  which  preceded  the 
outbreak  of  the  war  is  not  and  should  not  be  controlling  in  this  vou- 
nection.     Kven  if  we  accept  the  pre-war  profits  standard,  its  lo^ic 
requires  that  we  ascertain  pre-war  earnings  over  a  sufficient  number 
of  years  to  obtain  a  true  or  normal  average;  and  over  such  a  series 
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.  of  years   no   iiidustr>'.   except  a   monopoly, 

\,true  capital  an  abnormal  rate  of  profiU.     In  ihort,  if  wo 

jify  iii  the  logical  requiroroenU  of  both  f^wthodt  H  would 

%iakc  h:  .     ...lerence  in  the  vaat  majority  of  eaoes  wbellMr  wt  <m- 

^oyed  the  income  or  the  capital  lianifl. 

V       The  American  exceat  pro6t«  tax  of  October  3,  1017,  waa 

aft  rn  and  protracted  lesialative  contest,  in  which 

>•!•  .     ailed  the  exceos  profita  principle,  tnuriM>t>«wi  ^,var  a»- 

iwually  referred  to  as  the  war  profits  i  TUa 

vi<  toi y  of  ''excesB  profits"  over  "war  profits"  is  very  «HgnifHn!t 

Tf>  sj.'iiificanoe  does  not  lie  in  the  substitution  of  a  deduelioii  of  «k 

II  based  upon  capital  for  one  based  upon  income.    As  hat 

ju  '  (^  out,  these  two  methods  are  in  the  last  aoalyaa,  if 

•  «>!   .  ..;  plied,  so  closely  related  as  to  be  almost  one  and  tht 

lie.    The  significance  of  the  American  law,  or  of  its  adoption,  liis 

'  hat  it  represents  a  deliberate  i  i  of  a  pre-war  stand- 

;  of  a  normal  standard.     War  i^. ...  ^.  taxes  must,  it  would 

•ort  lived.    An  excess  profits  tax  might,  conceivably,  b»- 

(*nt  fixture  in  our  financial  system.     Base  the  tax  on 

.   .cat  earnings  over  pre-war  earnings,  and  with  eaob 

4  year  the  basis  of  the  tax  becomes  more  antiquated,  more 

Rase  the  tax  upon  excess  over  a  fair  return  on  the 

.  properly  measured  to  start  with,  and  with  each  passing 

\  may  become  sounder  and  more  ciiuitable.    The  go\*erD- 

a  right  to  nliare  in  any  abnormal  or  unusual 

..    ijusiness  man.     This  is  at  once  the  peculiar 

0.  or  the  peculiar  menace,  or  the  |)e<*uliar  scientific  interest  of 

m  excess  profits  tax — a»  you  are  inclined  to  look  at  it.     It 

.-»  prove  the  most  revolutionary  development  in  nulilir 

ince  since  the  introduction  of  income  taxation. 

V 

1 1  the  tax  is  to  endure  it  must  meet  the  fundamental  criticism 
in  the  Ix^ginning,  that,  in  common  with  most  taxas  im- 

.,     1  the  business  unit,  it  does  not  ronfonn  to  the  principle  of 
ility  to  pay. 
It  is  a  shallow  and  narrow  interpretatiuu  ul  this  pnncipic  tltai 
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Hi  every  application  by  the  effect  of  the  tax  upon  the  con- 
sumer; which  8urve3r8  man,  the  taxpayer,  only  as  one  who  clothes  hi 
bnek  and  feeds  his  body.    There  are  many  valid  varieties  of  thi 
great  principle  of  taxation  and  among  them  are  those  which  survey 
the  taxpayer  in  his  capacity  of  producer,  which  take  the  businc.^ 
man  in  his  economic  and  political  environment,  which  recognize  -"^ 
truth  that  the  state  and  community  stand  as  silent  partners  in  « 
business  enterprise,  which  make  a  permanent  place  in  our  revenn 
sjrstem  for  a  tax  designed  to  take  for  the  community  a  fair  per' 
of  all  profits  in  excess  of  the  amount  required  to  elicit  the  re(\< 
investment  of  capital.    Such  a  tax  would  be  in  tnie  conformity  wit 
the  ability  principle;  it  would  spare  the  infant  industry;  it  w     ' 
spare  all  industries  during  periods  of  depression ;  it  would  encoi. 
industrial  experimentation;    and  would  lay  the  heaviest  burdc 
upon  those  who  have  been  most  fortunate.     It  solves,  in  a  rr 
ably  satisfactory  way,  the  difficult  question  of  finding  a  gradi 
or  progressive  tax  for  business  enterprise.     It  may  possibly  suppi> 
what  is  even  more  difficult  to  find,  a  practicable  and  equitab^ 
iiM  thod  of  business  taxation. 

The  tax  contains,  like  most  good  ability  taxes,  a  distinct  el( 
iiifnt  of  the  benefit  principle.     The  English  courts  have  doi    ' 
that  the  English  excess  profits  tax  represents  the  state's  share  ii 
profits  of  private  business;  and  the  American  law — by  refusing  t- 
permit  the  deduction  of  an  excess  profits  tax  as  a  business  exr 
of  the  year  in  which  paid — apparently  partakes  of  the  same  « 
acter.     It  is  not  a  tax  upon  the  individual  to  be  judged  by  the  sacn 
fires  which  it  imposes  upon  him,  but  the  prior  claim  of  the    ' 
upon  private  profits  which  public  expenditures,  or  public  im 
tunes,  or  the  general  environment  maintained  by  the  state,  have  i. 
pert  produced.    The  government's  claim  to  part  of  the  pi'"' 
particularly  in  time  of  war,  is  so  strong  as  to  justify  the  stat(  i 
that  the  stockholders  have  no  claim  on  profits  until  the  govemmei) 
has  released  them.     When  a  special  assessment  or  betterment  t 
imposed,  no  cognizance  is  taken  of  the  individual's  ability  to  ^ 
For  much  the  same  reason,  when  an  excess  profits  tax  is  levied  upoi 
a  corporation  or  partnership,  no  cognizance  need  be  taken  of  the  tax 
pa3ring  ability  of  the  shareholders.     We  must  have  business  taxa- 
tion because  business  units,  as  such,  benefit  by  the  activities  an' 
expenditures  of  the  government;    because  they  have,  as  husines 
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l. 

^^H  for  tb(  ii  of  profito  from  the  bu«in««  ftourct  lo  Um 

ultimate  redpiento;  And  boeause  itam  levied  at  the  hnanwi  ■oum 

far  lev  expennve  to  oolY^^  '   ?  '--  -    .re  produdm  oi  jliid, 

11  thoM  levied  upon  the  ^  uon  or  ■bftreboldeit  fai 

biuuneas  orgamiations. 

VI 

What  I  have  been  considering  in  the  eminently  prmelieAl  prob* 
^  *'     ^uture  of  the  excen  profits  tax;  will  it  endttre— eboiild  ii 

(1  to  endure  after  the  war? 

i  do  not  pretend  to  give  the  final  answen  to  these  questioiis 

ri  in  my  own  mind.    But  they  are  questiont  about  which  w% 

ilH  begain  to  think  seriously.    It  is  soinetimes  said  thai  the 

which  imposes  an  excess  profits  tax  after  the  war  will  so 

'  *  business  as  to  deny  it  any  share  in  the  international  trade 

i :  in  shorty  that  it  will  place  domestic  indmlriss  al  a  di^ 

ii(e  in  competing  with  foreign  industries. 

iiether  this  oriticisra  \ye  sound  or  unsound  depends  upon  maogr 

in,  among  which  must  be  included  the  relative  burden  ol  all 

|iktion  in  this  countrv  as  contrasted  with  foreign  countries;  the 

^*"    -  ?  rare  with  which  this  and  other  taxes  are  formulated  and 


ii;  and  most  of  all  upon  the  truth  of  the  theory 

h  the  tax  rests.    It  is  either  tnie  or  not  true  that  the  meeea  of 

»  enterprise  depends,  in  part,  upon  the  helpful  partidpaiion 

state.    This  is  either  genuine  truth  or  hmnbug.    If  it  be  a 

nine  truth,  business  can  afford  to  pay  for  the  aanstancie  of  the 

91. ^le.     If  it  be  merely  false  and  hollow  rhetoric,  Ameriean  hiMinew 

(enterprise  will  fall  before  foreign  competitors  whkb  do  bava  thm 

!  support  of  their  respective  governments.    In  general,  what 

•— s  fears  is  not  heavy  taxation,  but  unjust  and 

M,  careless  taxation,  bungling  attempts  to  do  the 

tent  taxation, the  unlike  treatmentof  like  businesi 

^         *  might  serve  appredably  to  allay  hosliiity  to  big  bos* 

the  people  a  partner  in  the  sueesM  of  big  busaDcaa. 

ted  out  several  years  ago  by  Henry  C.  Adams,  such  a  tax 

>M  iiarmoniously  with  the  policy  of  rate  regulation  or  prioe  ragiH 

<>n.    We  shall  probably  have  more  of  such  regulation  as 

^  on;   and  this  regulation  must,  in  all  probability,  be 
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plklied  through  general  rules  which,  adapted  to  the  less  favorab]> 
situated  producers,  yield  excessive  returns  to  the  more  favorabl 
situated  producers.     I'nder  such  circumstances,  a  tax  upon  ( 

profits  makes  the  results  of  price  regulations  more  equitable  and  i 

attractive.  Some  such  device  as  this  would  appear  to  promote  in 
dividualism  and  private  industry.  Not  only  land  sites,  as  Henry 
George  emphasises,  but  other  commercial  and  industrial  oppor- 
tunities differ  enonnously.  We  cannot  give  to  each  industry  tli 
same  opportunities  of  location,  proximity  to  markets,  good  shipi^in 
facilities,  good  credit  institutions  and  good  government;  but  w 
can  make  inequalities  a  little  less  by  imposing  a  tax  upon  the  dit 
ferential  product — upon  excess  profits.  Conceivably  then/'the  ev 
eeas  profits  tax  may  assist  materially  to  promote  that  equality  ( 
opportunityAhich  is  as  necessary  to  good  business  as  to  good  cit  i 
•enship. 

Lack  of  productivity  will  probably  prove  the  gravest  weakne- 
of  the  excess  profits  tax  as  a  permanent  part  of  the  tax  system.     1 1 
normal  years  we  cannot  expect  a  tax  upon  supernormal  profits  i 
yield  the  enormous  revenue  which  we  expect  to  derive  from  tin 
source  during  the  war.     And  yet,  it  is  probable  that  even  in  leu. 
years  the  tax  would  supply  a  revenue  altogether  worth  while.     In    t 
our  vast  countrj^  it  seldom  or  never  happens  that  all  sections  and  all 
industries  move  together.     When  there  is  drought  or  financial  d< 
pression  in  one  part  of  the  country,  other  sections  enjoy  abui 
crops  and  prosperous  business  conditions.     Where  an  epidemic  ,  . 
vaihi  the  doctors,  at  least,  do  a  thriving  business.     There  will  alwa> 
be  some  excess  profits  to  tax. 

But  if  the  tax  is  to  succeed,  we  must  solve  this  problem  of  e^ 
tablishing  a  sound  normal  basis  from  which  to  measure  the  exccF- 
In  determining  this  normal  datum  line  we  can,  as  has  been  si 
use  either  past  income  or  invested  capital;   indeed  the  difficu.  . 
are  so  great  that  we  should  make  use  of  both.     It  would  be  theoret 
cally  possible,  for  instance,  to  take  the  income  for  a  considerab' 
nomber  of  years,  exclude  the  abnormal  years  and  accept  the  rt 
mainder  as  our  datum  line.     But  even  in  this  case  we  should  ha^ 
to  make  allowances  for  the  increase  in  capital;    and  for  this  and 
other  reasons,  the  United  States,  in  contrast  with  most  of  the  other 
thirteen  or  fourteen  countries  imposing  the  excess  profits  tax,  prr 
fen  to  start  with  the  capital  basis. 
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nerious  coniiderfttion  was  over  given,  or  eould  prmetkaOy  hav* 
*    *"  "  '     HisofUMUxdmiki 

ting  rid  of  int,  bowevor,  maiiy  ol 

Uie  other  MtraiM. 

Tl  lined  M  or  tlMUM 

original  investment.    Curiously  enough,  it  may  be  aaid  pemn 

imtically.  t»        ri        '  V  pted  in  the  English  Uw  in  eo  far  te 

that  law  III .  on  based  upon  capital.    Tbedtfieul- 

s  engendered  by  starting  with  the  original  investment  are  eoor- 

mniis.    Some  corporatit  ''*■  years  old  or  more  and  the  eonei 

niiiount  of  cash  or  tan^i  >  paid  in,  and  the  rimiimifannw 

rounding  such  payment,  have  disappeared  in  the  misU  of  time. 

I  '11  tho  other  hand,  many  corporations  have  gone  through  formal  or 

genuine  reorganisation  within  the  past  few  years.    Some  old  oorpo- 

ionH  have  written  upon  their  books  the  appreciation  which  has 

1  their  real  estate  and  other  property.    Other  old 

ave  not  done  this.    Some  corporations  have  ao 

ivertising  and  similar  ooets  that  they  stand  on  the  books 

ts,  designated  "good  will,"  ''trade-marks,"  and  the 

Iier  corporations,  having  brands  or  similar  intaofMa 

•  )t  great  value,  have  written  off  as  current  expense  the  adver* 

'    ■     '         :    nditures  made  to  develop  or  create  these  in- 

cor}K) rations  have  bought  good  will  for  a 

sum  and  within  the  next  few  years  have  written  it  en- 

'     >k8.    Other  corporations  carry  the  original  eK- 

lal  asset.     To  go  back  to  the  original  inveslmsBl 

(>  is  to  treat  essentially  like  situations  differently;  to  in- 

•      =^  so  capricious  as  to  be  maddening;  to  disertmi- 

it  raises  the  gravest  questkms  eonesmiiiff  the 

istitulionality  of  such  treatment. 

My  own  l)elicf  is  that  the  most  prartirable  treatment  yei  8Q9> 

.  ^tcd  for  this  situation  is  a  valuation  of  rapital  assets  as  of  soon 

15,  say  January  first,  preceding  the  war.  We  must  get  rid  of  the 
f  that  greatest  of  all  abnoniuilities.  To  some  degree  this  sohi- 
1  has  been  utilised  in  the  capital  definition  adopted  in  the  Bxeass 



Thb  Annals  or  the  American  Acadkmy 

oorpormtion  for  stock  may  be  valued  witli  some  reservations  as  of 
Januar>'  1, 1914.  How  far  under  this  statute  actual  valuation  nia> 
be  substituted  for  original  investment;  how  far  Congress  inteiuled 
this  substitution  to  be  made  and  how  far  the  courts  will  sustain  a 
riipd  insistence  upon  original  investment  values,  are  grave  question^ 
which  cannot  he  answered  at  this  time. 

This  much  may  be  said,  however:  we  must  start  with  a  prarti- 
Oftble  and  reasonably  equitable  determination  of  normal  capital 
value.  Until  this  foundation  of  the  tax  has  been  built,  and  built 
upon  rock,  the  excess  profits  tax  can  only  be  a  temporary  makeshift. 


THE  WAR  REVENUE  ACT  OF  1917 

•  By  Danisl  C.  Ropbb, 
oT  IntariMl 


This  article  is  written  by  me,  not  aa  CommUoDflr  oC  Intarnal 
Revenue,  nor  aa  tax  collector,  but  aa  a  student  of  our  mutual  prob- 
lems.    I  shall  not  undertake  to  recite  in  it  all  of  the  pfobtemawhkh 
confront  us,  in  administering  this  law.    Dr.  T.  8.  Adamt,  who  b  to 
ably  anisting  in  this  work,  haa  prepared  for  this  i»ue  of  Tmt  AsnAiM 
-n  exceUent  article  on  this  subject,  aa  have  also  many  other  writaiw. 
I  shall  not  afflict  you  with  the  burdens  that  I  see  ahead  in  the 
ly  of  administering  this  tax.    To  do  so  would  be  unkind.    Thb 
may  ))e  ilhistrated  by  a  little  experience  some  years  ago  in  aaouth«ii 
town.     A  tourist  train  rolled  in  to  a  town  of  some  2,000  popaktioo. 
ic  of  the  tourists,  jumping  off  of  the  car,  approached  an  a^ad 
lored  nuin  and  said,  "Will  you  tell  me  the  poptilattoo  of  thii 
^vnt"    **l  don't  know  as  I  zackly  understand  what  yoa  meao, 
.**  the  old  man  replied.     "How  many  people  live  here,  then?^ 
Well,  sur,  I  don't  know  zackly, — 'bout  a  million."    The  old  dar- 
V  probably  saw  the  future  development  of  the  town.    This  is 
ite  analogous  to  the  volume  of  problems  which  will  confront  \m 
the  course  of  the  administration  of  the  new  War  Revenue  Act. 
This  act  is  now  the  law  of  the  land.     It  is  a  fundamental  prin- 
^kle  of  democracy  that  the  people  shall  tax  themaelTea.    The  ee- 
RRitial  strength  of  dcmocraoy,  especially  in  the  time  of  war,  Uea  in 
■  this  fact.     ThrouRh  the  passage  of  the  War  Revenue  Aet  of  1917 
•  people  by  well-nigh  unanimous  vote  of  their  chosen  represent*- 
uvea  in  Congress  have  I     -  ^       -  '*     uselvea  additional  tribute  ol 

I  substantially  two  and  «  of  dollars  to  meet  the  war 

needs  of  their  forces  on  land  and  sea. 

For  months  the  country  and  the  Congress  were  dhrided  in 
inion  as  to  methods  of  raising  the  money  whioh  aU  afieed  waa 
essary  for  the  common  defense.    The  legislation  enaeted  hy 
V  ongress  for  financing  the  war  has  definitely  settled  all  Moh  differ- 
ences.   The  greater  part  of  the  huge  total  sum  immediately  needed  is 
to  be  raised  by  the  sale  of  liberty  bonds,  thus  allotting  to  our  poa- 
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teiiiy  its  fair  share  of  the  burden  and  deferring  to  more  settled  times 
its  final  distribution.     The  first  two  issues  of  liberty  bonds,  aggre- 
gating  eight  billions  in  amount,  have  been  taken  by  the  people  with 
an  alacrity  that  speaks  the  patriotic  determination  and  enthusiasm 
of  a  united  country  and  must  reassure  our  defenders  as  it  disturbn 
our  foea.    But  the  financial  provision  through  th^sale  of  bond    i 
not  adequate  to  the  needs  of  our  great  cause.    In  addition  to  i  m 
it  is  essential  to  our  success  and  to  the  proper  support  of  our  sons 
who  are  risking  their  lives  that  the  people  of  the  United  States  im- 
mediately pay  a  large  sum  into  the  country's  Treasury  in  the  form 
of  a  liberty  tax.    This  is  no  less  essential  than  that  of  the  Ubert.> 
loan  which  this  tax  underlies  and  supports.     The  liberty  tax  roi  v 
sents  that  portion  of  the  burden  which  we  assume  and  discharge    > 
ourselves  while  the  liberty  loan  represents  that  portion  of  the  bur 
den  which  it  is  only  fair  for  us  to  remit  to  those  who  shall  come  after 
us. 

The  law  providing  for  this  liberty  tax  has  been  determined 
upon  by  the  people's  representatives  in  Congress.  It  is  law,  hut 
the  actual  administration  and  collection  of  the  taxes  is  one  of  tli( 
greatest  war  tasks  now  confronting  the  people  and  the  government 

This  is  no  time  to  cavil  at  the  manner  of  amounts  of  go\ ;  i 
ment  expenditures.     The  government  as  well  as  business  ii 
gradually  become  adjusted  to  new  conditions.    Congress  has  acted 
oertain  agencies  have  been  charged  with  the  duty  of  administc  r 
others  with  the  duty  of  expending.     Both  must  act  speedily  aii<  i 
operatively  for  the  enemy  is  at  the  door,  liberty  and  its  institution- 
are  in  imminent  danger.     The  price  of  its  defense  cannot  be  exces- 
sive as  related  to  the  lives  and  happiness  of  our  people. 

This  is  the  greatest  tax  levy  ever  undertaken  in  the  United 
btates.  In  more  magnitude  it  surpasses  any  previous  draft  on  V 
treasure  of  the  people.  It  exceeds  all  others  in  the  wide  range  < 
provisions  and  in  the  variety  of  its  incidences.  But  the  purpose  for 
which  this  tax  is  l>eing  raised  is  the  most  serious  to  which  tho  ]^  - 
pubhc  has  ever  been  devoted.  The  need  for  every  dollar  of  rcimn 
due  under  the  law  is  the  need  of  continued  national  existence.  And 
at  the  same  time,  the  necessity  of  retarding  or  disturbing  as  little  as 
possible  the  economic  forces  and  operations  of  production  and  dis- 
tribution was  never  before  so  imperative  as  now. 

The  problems  of  administering  the  War  Revenue  Act  of  1U17 
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roMury  and  his  attistants.  A  policy  haa  been  outlined  and  Um 
general  principlee  to  be  obeerved  have  been  eetablithed.  Thiepolky 
i»  to  coIUot  from  every  eitiien  the  full  amount  which  CongraM  km 
determined  to  lie  hia  just  contribution  to  the  nation's  need  with  the 
least  fM)8sible  inconvenience  to  tho  citisen  and  the 
disturbance  to  businesa  and  industry.  Any  other 
policy  of  administration  would  injure  our  cause  and  help  tlie 
Kaiser. 

There  must  be  a  way  to  administer  this  law  eooatmethrely  aad 
this  highway  we  will  earnestly  seek.  It  is  essential  to  proper  ad- 
ministration that  each  taxpayer  shall  be  able  to  obtain  aeeurale 
information  as  to  the  amount  of  tax  due  by  him  and  the  time,  plaea 
and  method  provided  for  its  rendition  and  payment.  This  is  in- 
dispensable because  the  law  puts  upon  the  taxpayer  the  burden  of 
making  the  returns  upon  which  his  tax  is  measured.    It  is  Ukewiae 

^ential  that  each  class  of  taxpayers  be  treated  with  intelligent  r^ 
gnrd  for  the  circumstances  by  which  they  are  personally  affected,  or 
which  affect  their  businesses  or  avocations  and  to  the  end  that  the 
machinery  of  adjudication  and  collection  be  widely  and  uniformly 
diffused ;  that  the  correct  construction  of  every  part  of  the  law  be 
authoritatively  determined  and  all  doubts  as  to  such  eonstnictioo 

>  as  far  as  possible  removed;  that  the  willingness  of  all  classes  of 
ople  to  aid  in  the  scrupulous  observance  of  the  law  and  their 
sire  to  be  of  service  in  helping  to  ^nn  the  war  be  otgmilsed 

-  ilized  to  promote  the  uniform  and  universal  enforeemeot  of  the 
law;  and  that  each  citizen  be  given  the  utmost  assuranee  that  no 
otlicr  ( itizen  will  be  permitted  in  any  wise  to  evade  the  law  whidi 

>  liimself  is  fully  and  loyally  complying  with. 
To  attain  these  ends  is  a  task  of  organisation  and  administra- 

<)n.    The  first  step  necessary  is  the  reorganisation  of  the  Bursan 

Internal  Revenue  at  Washington.    A  veritable  transfoniialaoo  is 

rod  to  expand  this  branch  of  the  Treasury  Department  to 

io  the  greatly  increased  burden  laid  ui>on  it  by  the  War  Revo- 

le  Act.     For  this  purpq^  a  new  alignment  of  its  forces  has  beeo 

1  _  1  1  -  ,,,^  divisions  have  been  created,  responsibility  and 

4ih1  and  defined  and  preparations  made  for  a  Uifi 

I  its  personnel.    The  need  of  these  things  is  forrefully 

iiivuvvd  by  the  fact  that  for  the  year  1918  it  is  reliably 
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ihat  there  will  be  6,350,000  income  tax  returns  made  to  the  bureau 
A8  aC^Utft  780,000  for  the  year  1917.  From  its  orfranization  in  1862 
until  the  paasage  of  the  corporation  tax  law  in  1909  the  bureau  was 
ooostructed  for  collecting  the  taxes  on  fermented  Hquors  and  tobacco, 
requiring  more  of  a  pohcing  procedure  than  is  necessary  now. 
We  now  need  men  eepe<;ially  trained  in  business  administration  and 
accounting  lines — men  who  can  intelligently  approach  and  wisely 
deal  with  our  complicated  society.  One  phase  of  the  reorganiza- 
tion of  the  bureau  is  of  especial  significance  in  this  connection. 
Steps  will  be  taken  to  bring  the  tax  gathering  machinery  into  closer 
touch  with  the  best  unofficial  thought  and  with  the  pu])lic  generally. 
It  is  hoped  to  accomplish  this  by  the  appointment  of  certain  busi- 
ness men  as  advisors  to  the  Commissioner  of  Internal  Revenue  on 
business  conditions  and  by  the  creation  of  an  office  in  the  bureau 
to  be  known  as  Supervisor  of  Taxpayers'  Cooperation. 

On  the  twenty-fourth  of  October  the  Secretary  of  the  Treasury 
announced  that  he  would  appoint  certain  persons  as  excess  profits 
advisers  on  business  conditions  to  assist  the  Commissioner  of  Inter- 
nal Revenue  in  construing  the  excess  profits  provisions  of  the  War 
Revenue  Act.  These  will  be  men  of  high  standing  as  economists 
and  directors  of  business.  They  will  bring  to  the  administration 
the  viewpoint  of  the  taxpayer.  It  is  not  intended  that  these  persons 
shall  exercise  administrative  functions.  Their  task  will  be  purely 
advisory.  The  earnest  desire  of  the  administration  is  that  the  ex- 
cess profits  tax  may  be  so  correctly  and  discreetly  applied  that  each 
business  enterprise  may  render  to  the  government  the  full  amount 
due,  without  embarrassment  and  without  abatement  of  its  pro- 
ductive power.  This  also  is  in  recognition  of  the  accepted  necessity 
of  treating  special  conditions  in  a  special  way. 

The  legal  review  advisers,  the  proposed  appointment  of  whom 
was  announced  by  the  Secretary  of  the  Treasury,  simultaneously 
with  that  of  the  excess  profits  advisers,  will  be  recruited  also  from 
unofficial  life.  Eminent  representatives  of  the  American  bar  will 
be  given  opportimity  to  give  their  service  for  advice  to  the  Bureau 
of  Internal  Revenue.  The  new  law  presents  many  problems  of  con- 
struction and  interpretation  wtich  are  fraught  with  grave  conse- 
quences to  the  public  revenue  and  to  business.  These  advisers  will 
be  an  assurance  to  the  country  that  these  problems  will  not  be  dealt 
with  in  a  narrow  way,  but  that  they  wiU  be  solved  in  the  light  of 
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ihe  broadeet  and  most  conBtructive  iegal  koowMfi  and  tfpanaoM 
available. 

rhe  third  new  ageooy  in  the  organiiatioo  of  the  Bureao  of  Io« 
(crnai  Revenue  for  following  up  this  intimate  aaMcialioo  of 
nnd  government  in  the  administration  of  this  war  revenue 

the  Superviflor  of  Taacpayera*  Cooperation.  Hit  Uak  will  be  to 
Keep  in  touch  with  the  public  and  collect  and  aMtmilate  for  Ibe 
fiepartnuMit  huaneesmiggeetions  and  also  to  diffuae  eorrect  interpi»> 

tions  of  the  law  and  adminiutrative  regulations  through  all 

riiAnncLs  to  the  taxpayer.    In  an  informal  way,  a 

f^nni/atioii  of  co6peration  will  be  created.    In  fiuthenuiea  of  this 

l.in  the  formation  of  local  advisory  committoee  will  be  encouraged 

L^h  which  it  ia  hoped  to  enlist  the  voluntary  nmwtanrft  of  pi^ 

citizens.    This  service  must  be  purely  unoflBdal  and  volim* 

r}'.    As  stated,  these  local  committees  will  be  composed  of  dtiioiis 

'     toering  their  services  to  aid  in  facilitating  the  selective  draft  of 

ii.    It  is  proposed  that  these  shall  make  a  special  study  of  the 

law  and  of  the  published  aids  furnished  them  from  Washington. 

" '       will  give  infonnation  and  advice  to  the  taxpayers  in  their 

amities,  direct  local  propaganda  for  cooperating  with  the  gov- 

rimient  agents  in  the  collection  of  the  liberty  taxes  and  keep  the 

fi« : Tit  informed  regarding  the  general  administration  of  the 

A  most  wholesome  sign  of  the  unity  and  patriotism  of  the  Amer- 

!o  is  the  manifest  widespread  desire  to  find  a  way  in  which 

.  may  help  the  government  in  this  critical  hour.    Thus  it 

the  pur]K)6e  of  the  government  to  invite  the  cooperation  of  all 

|)utnoti(-  iitizons  in  the  full  and  fair  performance  of  the  great  task 

of  fairly  aiiininistering  and  collecting  the  war  tax — in  that  wiyr  to 

afford  the  citizens  whom  circumstances  may  require  to  remain  at 

^         an  opportunity  for  real  service  in  the  great  cause  for  whieh 

ons  and  brothers  are  fighting.     May  we  not  hope  to  make  tlio 

erty  tax,  by  reason  of  its  patriotic  purposes  and  by  reason  of  the 

luirness  and  justness  of  its  administration,  a  popular  tax  even  as  the 

liberty  loan  has  been  made  a  popular  loan?    As  weO  stated  in  a 

lendid  editorial^  The  Saturday  Epcning  Poti,  "One  of  the  finest 

lings  in  the  Civil  War  was  the  way  in  which  dtisena  stepped  up 

:id  paid  their  income  taxes  when  they  could  have  dodged  tbem  if 
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they  hmd  wanted  to  do  so.    We  expect  that  chapter  to  be  repeated 
in  thia  war." 

The  literature  which  comes  to  me  from  this  Academy  is  ' 
inatructive  and  effective  and  as  the  administration  of  the  war 
law  must  largely  be  a  campaign  of  education  I  earnestly  soHcit  thi 
eontiniied  sympathetic  attention  of  your  body  to  the  important 
qjueetioos  arising  under  it.  It  is  probably  the  most  important  op- 
port unity  for  patriotic  endeavor  now  presented  to  you.  Your 
eoimtry  needs  the  character  of  advice  which  you  are  especially 
trained  to  give  as  much  as  it  needs  the  service  of  the  trained  soldier 
at  the  front. 


LIQUIDATION  TAXES 

Bt  8.  N.  Pattbic,  PilD., 
FhlkMMphift,  Pa. 

1 1  is  indicative  of  the  advance  of  eeoooniie  ihougbi  thai  m  cIm 
II  ^uiii  war  iu  main  controversy  ahould  turn  on  the  rtlaiive  OMrili 
f  taxoB  and  loans.  There  are  few  economic  prinetplM  bai  wIMi 
re  put  in  a  fresh  light  by  the  discussion  which  bkla  fair  lo 

'  nnges  in  economic  theory  as  did  tlie  famous 

ag  the  Napoleonic  wars.    This  older  disei    ' 
the  presence  or  absence  of  an  unearned  elemanl  in 

were  put  in  a  separate  class  with  a  resulting 

ry  from  taxation  by  putting  the  burden  on  land  rsv- 

The  sweep  of  free  trade  doctrines  could  hardly  have  hmn 

iiplete  as  it  was  if  the  rent  controversy  had  not  preeeded  it. 

lay  expect  a  like  transformation  of  eoonomie  doctrine  if  tlM 

ve  merits  of  taxes  and  bond  issues  are  settled  as  permaneolly 

re  the  issues  involved  in  the  discussion  of  rent  and  free  trade. 

>   great  fallacy  in  thought  discovered  and  remofved  makes 

•ossible  new  adjustments  not  only  to  nature  but  also  between ilie 

:urious  social  groups  on  whom  industrial  efficiency  depends. 

The  evils  of  taxation,  however,  do  not  make  bond  issues  BDod 

*r  those  of  bonds  make  taxes  the  only  way  to  meet  national  bur* 

Earlier  controversies  revealed  that  protection  was  bad  with- 

roving  that  free  trade  was  good;  that  paper  mooegr  made  a 

disastrous  form  of  inflation  without  showing  that  otber  iiiiisdieali 

did  not  have  like  evils:   '^    '  ront  war  an  unearned  income  without 

giving  an  economic  ju  ^n  to  kindred  forma  of  income.    In 

u'h  ca^o  the  advance  consisted  in  barring  out  one  expedient  with* 

uut  increasing  the  respect  for  the  others.    I  anticipate  a  like 

in  this  case.     I  doubt  if  the  opposition  to  taxation  will  be 

^  the  controversy  but  I  believe  that  in  the  end  bond 
^pedient  to  carry  on  a  great  war  will  have  no 
paper  money  now  has.    We  must  learn  to  get  oo  williout 
just  as  we  have  learned  how  to  promote  industry  without  proteelioo 
or  to  meet  urgent  obligations  without  a  resort  to  paper  woiootf.    Sot 
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do  1  wish  this  paper  to  be  viewed  as  an  eulogy  of  taxation;  but  I 
desire  to  show  that  largo  bond  issues  are  a  fatal  expedient,  something: 
that  we  cannot  use  without  the  danger  of  social  disintegration.  Be- 
yond this  I  wish  to  show  that  its  reputed  advantages  are  illusory. 
destroying  and  not  conserving  our  resources.  It  would  he  uselos-  i  *  > 
show  this  if  it  were  not  accompanied  with  positive  information  as  tn 
how  to  devise  an  adequate  tax  system.  If  we  do  not  want  the  pub- 
lic to  use  patent  medicine  we  must  provide  sane  remedies.  In  thr 
same  way  the  opponent  of  bond  issues  must  show  how  extraordinary 
expenaes  can  be  met  without  their  use.  The  present  task  is  to  do- 
viae  a  system  that  will  meet  the  need  for  revenue  and  yet  avi  i 
bond  issues  to  the  same  degree  that  a  sound  financial  system  avoid.^ 
paper  money 

Objective  Tests 

Economics  is  now  becoming  like  physical  science  in  that  only 
objective  tests  are  used.  So  long  as  economists  asked  how  do  men 
feel  about  certain  measures  no  reply  could  be  made  but  to  test  these 
feelings^  or  to  appeal  to  certain  supposed  innate  principles  at  the 
basis  of  human  psychology.  There  was  no  way  to  determine  tlu'^' 
feelings  except  in  small  communities  composed  of  like  individuaL^. 
The  method  used  was  to  assume  a  typical  man  and  to  get  at  the 
assumed  advantage  or  disadvantage  by  multiplying  the  sum  of  his 
feelings  by  the  number  of  the  people  concerned.  Such  a  method 
fails  in  a  great  nation  with  many  classes  and  many  grades  of  incom< 
each  resulting  in  certain  feelings  peculiar  to  his  class.  This  com- 
plex cannot  be  summed  into  a  whole  because  the  advantage  of  one 
group  may  arise  from  the  disadvantage  of  another.  We  thus  have 
society  split  up  into  a  number  of  classes  each  with  its  own  measiiK  s 
and  each  assuming  the  falsity  of  other  standards  than  those  it  usi^s. 
From  this  confusion  there  is  no  exit  except  by  discarding  all  sub- 
jeoiive  measurements  and  by  proceeding  according  to  objective 
tests  such  as  physical  science  employs.  Great  advance  has  Ix  •  n 
made  in  recent  years  in  collecting  the  data  by  which  objective  t(  -t> 
can  be  applied.  We  are  now  in  a  position  where  objective  tests  will 
produce  better  results  than  subjective  methods.  What  we  feel  and 
what  we  know  in  many  fields  clash.  Only  as  we  suppress  the  feel- 
ing and  permit  the  facts  to  guide  can  we  hope  to  attain  the  objective 
adjustment  on  which  the  permanent  prosperity  depends.     We  may 
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hhinrler  along  in  times  of  pMM  beeauie  Ihe  eoti  of  bad  aetioD  k  not 

enough  to  strangle  the  life  of  a  nation,  but  the  drain  of  a  war 

Id  too  great  to  permit  of  the  waste  which  our  ferliflci  to  Umet  of 

pe(i4*e  encourage.    In  war  the  nationB  or  group  of  natlgna  will  wia 

succeeds  in  pre>'enting  waste.    We  may  outraips  our  feslings 

-' tiB  loss  if  we  conserve  our  resouroes.    The  oldsr  m\h 

}<  nicA  thus  fails  to  solve  our  problems.    It  as  Uba  MW 

I  tjectivc  '  o  which  we  must  resort. 

The  Physical  Covt  of  Wab 

The  first  pro)  ace  in  this  objective  way  is  the  physieal 

— «  of  the  war      ^  ""^d  to  figure  in  terms  of  values  Uiai  we 

a  think  J  ilues  stand  for.     Values  are  estimatss 

:ksed  on  income  and  grow  or  decline  as  income  is  altered.    If  tlis 

* *--'*i  from  property  is  estimated  at  4  per  cent  instead  of  5  per  eeol 

mediately  assume  we  are  to  have  a  quarter  more  wealth.    If  a 

rty  yields  $5,000  instead  of  $4,000  we  immediately  assert  thai 

^-"pondingly  more  wealthy.    Our  estimates  which 

.  worth  two  hundred  billion  dollars  are  of  this 

o  one  has  made  an  actual  investigation  to  find  what  pfoperty  we 

:ive.    We  estimate  its  amount  from  the  revenue  it  yielda.    But 

ore  values  cannot  carry  on  a  war.     W&t  destrosrs  physical  goods 

!  their  amount  fixes  the  contribution  which  each  nalaoo  may 

The  coet  of  the  war  is  the  destruction  of  these  goods, 
:  A  hich  fresh  labor  is  needed  to  replace.  We  may  through 
on  think  we  are  getting  rich  because  values  rise  and  yet  we  may  be 
>sing  the  basis  on  which  our  prosperity  depends.  On  the 
.'ind  we  may  lose  much  that  hurts  our  feelings,  and  yet  be 
s  ever  of  prosecuting  the  war.  We  often  lament  the  loss  of 
>.sentials  more  severely  than  that  of  the  more  substantial 
!  personal  welfare.  Our  estimates  must  conform  to  the  latler 
landard  if  we  would  know  what  are  the  real  losses  wUeh  the  war 
iiposes.  It  has  recently  been  reported  that  the  crown  prinee  of 
•ormany  goes  about  with  rags  in  his  tires  because  of  the  lack  of 
r  in  Germany.    I  do  not  know  how  the  crown  pdnee  feeb 


<i. 


!S. 


Certainly  our  papers  make  much  of  the 


which  it  imposes.    But  if  the  stor>'  be  true  the  plvyaeal 
ti  which  the  crown  prince  imposes  on  Germany  is  a  slight  ooa. 
light  estimate  his  injured  feelings  by  the  million  but  in  ^hywM 
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they  would  not  be  worth  noticing.     It  is  also  said  that  the 
of  Oamiftny  are  now  compelled  to  wear  wooden  shoes  ho( 
of  the  lack  of  leather.     Here  again  we  have  a  severe  subjective  1 
due  to  the  impoaed  degradation,  but  measured  in  objective  terms 
the  wooilon  shoes  place  but  a  slight  burden  on  the  national  r. 
A  million  iron  croeses  have  l)een  distributed  to  rierman 
The  joy  of  this  may  be  great  but  the  physical  cost  is  slight.     In  con- 
trast it  is  said  that  in  Paris  the  demand  for  jewelry  never  was  greater 
than  at  present.     If  the  (icrnians  take  their  reward  in  iron  crosses 
while  the  French  demand  gold  and  precious  stones  the  one  has  :i 
slight  physical  burden  of  the  war  while  that  of  the  other  is  h< 
The  phj'sical  cost  of  supporting  the  German  people  is  probabl}  n  i 
over  00  per  cent  of  what  it  was  before  the  war.     This  leaves  about 
40  per  cent  to  be  devoted  to  military  purposes.     A  long  war  of  the 
present  magnitude  could  he  indulged  in  on  this  basis  if  the  civil  pop 
ulation  \nll  put  up  with  their  present  sacrifices.     War  is  a  shifting 
of  expenditure  not  its  increase.     In  contrast  to  this  the  physic  al 
cost  of  supporting  the  allied  nations  has  probably  increased.     Tlieir 
war  burden  is  thus  an  extra  burden  that  cuts  in  on  physical  re- 
sources.   The  increase  of  the  physical  cost  of  supporting  Amei  > 
population  is  perhaps  20  per  cent  greater  than  before  the  war.       \ 
think  ourselves  worth  forty  billion  dollars  more  than  five  years 
ago  and  rejoice  that  we  are  free  from  debt  instead  of  owing  billions  to 
foreign  investors.     But  this  estimate  of  values  is  subjective.     In 
proportion  to  population  our  physical  output  is  not  much  greatc? 
than  it  was  ten  years  ago. 

Where  War  Burdens  Should  Rest 

It  is  the  misfortune  of  discussions  of  taxation  that  invest 
tions  start  with  the  wrong  problem  in  mind.  That  men  feel  1). 
when  taxes  take  from  them  their  income  may  be  taken  for  granted 
but  to  measure  these  feelings  is  an  impossibility.  Discussions  of 
justice  and  morality  likewise  involve  su})jective  elements  wliich  no 
one  can  measure.  They  are  matters  of  feeling  and  it  is  inevitable 
that  each  one  should  view  his  burden  in  the  light  of  his  educatio  . 
and  class  interest.  In  a  complex  society  Hke  ours  this  leads  to  a  u  •  - 
less  wrangle  about  the  shifting  of  taxation  making  taxation  a  dis- 
tributive problem  with  all  the  uncertainty  in  which  every  problem 
of  distribution  is  involved.     Good  taxes  thus  become  those  which 
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0omebody  elae  pays.  We  should  not  tax  the  Uborar  >*— n'ft  UmiI 
rtuluces  his  standard  of  living.  We  should  not  tax  ospHal  bMMM 
that  would  limit  pr  i ;  we  should  not  tax  profiu  ^^*^^^»nif  ibal 

would  reduce  the  i;..  ...w,  for  activity.  And  so  it  foes,  with  the 
result  thut  our  revenues  are  inadequate  to  meet  expeoditurw.  It 
only  puts  off  the  evil  day  to  issue  bonds,  for  in  the  end  new  taxsi 
must  Ite  iinposod  to  meet  the  increasing  deficit.  It  is  iharafore  a 
Dew  iittitiide  which  is  needed  and  not  a  further  eluddatioo  of  oitr 
feehiigs  and  antipathies. 

Taxes  are  burdens  on  some  one's  income.  What  principle 
should  we  employ  to  impose  them?  If  objective  instead  oC  subje^ 
ti^  rire  to  be  used  there  can  Ijc  but  one  answer: 

iho j^.J.  on  adminiage.    It  is  what  one  person  has  which 

have  not  that  should  bear  the  burden  when  taxes  are  imposed. 
Evrn    in \  rut  ion,  every  change  in  pr«  every  increase  of 

hutimn  euci^y,  every  economy  in  coii^ ,  ..^a  creates  a  surphis 

which  abides.     This  may  be  reserved  for  public  benefit  or  be  per- 

to  pass  into  private  hands  to  be  used  in  personal  ooosump- 

..     .Vn  increase  of  taxation  means  a  larger  use  of  this  fund  for 

iblic  purposes.  In  times  of  peace  but  a  small  part  of  this  sorphis 
11  for  national  uses.  In  this  country  not  more  than  10  per 
^...;  aas  been  demanded;  but  under  new  conditions  especially  in 
hurge  cities  a  greater  proportion  is  needed  by  the  pubUc.  The  war 
ha.M  tlnis  forrod  the  nation  to  face  a  problem  which  time  would  in 
ti"  '  liuvc  forced  on  public  attention.  Instead  of  10  per  cent,  the 
now  needs  30  per  cent  if  revenues  are  to  meet  curreot  ex- 
pt  ^onie  objective  measure  of  advantage  must  be  found  1^ 

wi  burden  may  be  so  distributed  that  production  may  be 

u\  with  to  the  slightest  degree.    Our  feeUn^i  and  daas  pra^i- 

itceh  ill  lib  t  \ye  set  aside  and  the  facts  faced. 

The  Mbaburb  op  Aovantagb 

The  Ricardian  theory  of  rent  was  the  first  to  state  the  differeaea 
tween  earned  and  unearned  income  and  thus  to  show  that  land 
Mt  was  a  surplus  to  which  the  recipient  was  not  entitled  for  any 
lefi^itiinate  service.  This  fund  has  ri^Uy  been  held  as  a  fit  objart 
i)f  taxation  for  on  it  taxes  may  be  placed  which  wiD  not  be  burden 
ine  to  industry.  So  far  good,  but  a  curious  intnisioo  of  a  psyehie 
I  lacy  gave  it  a  one-sided  interpretation  m*hich  permitted  a 
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doctrine  to  be  used  for  claM  advantage.  It  was  assumed  that  the 
subjective  cost  of  labor  equalled  the  pay  it  received  and  thus  all  tli. 
fiurplufi  of  society  went  to  the  landlord  as  rent.  The  wage  fuiui 
lho«r>'  was  responsible  for  this  view  but  its  repudiation  by  later 
aeonomists  has  not  yet  led  to  the  broader  view  which  newer  doctrine 
permit.  I  shall  make  no  attempt  to  measure  the  feelings  of  tli( 
worker  of  today.  For  aught  I  know  he  may  feel  worse  workiin 
eight  hours  than^his  forebears  did  working  twelve  hours.  He  ma\ 
also  get  less  pleasure  out  of  meat  and  bread  than  did  his  anccstoi 
from  the  meager  diet  which  earlier  times  permitted.  But  ol)j(  (- 
tively  considered  he  does  share  in  the  surplus  modern  industry  hn^ 
ereated  and  this  fact,  not  his  class  feelings,  should  be  consiHorod 
where  taxes  are  laid.  But  the  error  here  is  a  slight  one  in  coin]iari- 
son  with  the  type  of  reasoning  other  classes  use  to  justify  their  in- 
come. 

It  is  assumed  by  the  capitalist  that  he  has  a  subjective  pain  ii 
saving  which  corresponds  to  the  rate  of  interest  he  receives.     H< 
asserts  that  the  return  on  typical  investments  yield  no  surplus  abov( 
the  pain  of  abstinence  and  that  therefore  his  income  should  bt 
exempt  from  taxation.     But  if  we  use  objective  measures  we  sot 
that  the  possession  of  capital  exempts  him  from  much  misery  whirl 
other  classes  are  forced  to  endure.     When  we  see  the  acts  and  tli< 
pleasure  of  capitalists  it  is  hard  to  reconcile  their  plenty  with  th* 
existence  of  a  pain  not  revealed  in  their  looks.     Objectively  *^ 
poesession  of  capital  brings  pleasure  and  a  freedom  from  evil.     '1 
facts  and  not  their  hidden  ills  should  be  considered  by  the  govern- 
ment when  it  is  deciding  on  public  policies  involving  sacrifice.     The 
shortcomings  of  the  subjective  standards  are  equally  evident  in  the 
field  of  income.     The  larger  income  does  not  imply  increased  exer- 
tion or  greater  sacrifice,  but  a  better  education,  better  health,  more 
energy  and  more  fortunate  conditions.     Objective  evidences  of 
suffering  are  absent  and  instead  there  are  many  evidences  of  exemp- 
tion from  life's  ills.     Income  is  thus  the  measure  of  advantage    •  ' 
not  of  effort,  of  situation  and  education  and  not  of  heredity.     1 1 
income  is  due  to  education  a  pleasant  school  life  replaces  the  early 
toil  of  those  deprived  of  schooling.     If  the  difference  is  in  here  '♦• 
the  gains  are  due  to  what  happened  ages  ago  and  not  to  the  r< 
ients  of  present  income.     How  can  a  white  man  claim  that  his 
superior  income  is  due  to  his  personal  exertion  as  compared  to  an 
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individual  of  the  colored  race?    His  advanUfa  ia  aa  noob 

aa  is  that  of  the  landlord  who  Uvea  off  the  proceada  oC  a  favorably 

situated  lot. 

In  the  same  family  or  in  the  aaine  racial  group  the  aupariorily 
of  income  due  to  the  preaeoce  of  superior  traita  is  not  the  raMili  o( 
what  the. recipient  haa  done  but  of  his  good  fortune.  InheritaMi 
is  not  an  even  result  going  alike  to  all  membefs  of  a  family  or  grovp. 
The  Mendel  laws  of  unit  inheritance  ahows  that  traita  m^y  be  raeoa- 
sive  in  particular  individuals  and  dominant  in  others.  Two  bfothari 
may  thus  have  radically  different  traits  although  their  aoeealry  ia 
the  aame.  The  superiority  of  the  few  over  the  many  b  a  valid  in- 
ference of  the  Mendel  laws.  Only  a  few  have  an  abundaoee  ol 
thoee  traits  which  make  for  financial  success.  In  a  rough  way  it 
may  be  said  that  of  four  children  with  like  inheritance  one  will  bo 
superior,  two  mediocre  and  one  a  failure.  This  is  about  the  propor- 
tion of  strong  and  weak  which  we  find  in  actual  experieooe,  thus 
ing  a  practical  verification  to  the  Uw  in  question. 

To  make  my  point  I  need  not  show  in  just  what  proportion  the 
income  of  the  nation  will  be  distributed  among  theee  groupa.  The 
essential  point  is  that  the  traita  of  the  superior  individual  are  not  due 
to  his  exertion  but  to  his  advantage.  This  may  bo  in  education,  in 
position,  in  race  or  due  to  the  operation  of  Mendelian  lawH  but  after 
all  it  is  advantage  and  advantage  should  be  taxed.  Thia  doea  not 
mean  that  A  who  haa  an  advantage  has  no  better  claim  to  it  than  B 
who  is  without  this  advantage.  It  is  not  the  distributive  problem 
that  I  am  trying  to  settle.  The  real  problem  ia  what  cbiim  baa 
the  state  to  the  income  due  to  the  advantages  which  the  favored 
persons  or  claases  have?  There  can  be  but  one  reply.  The  sUto 
repreeenta  the  past  and  the  future;  the  present  recipient  of  ineooso 
only  the  present.  His  superior  income  is  due  to  the  past  of  whieb 
the  state  and  not  he  should  be  the  heir.  The  permanent  noadi  ol 
the  whole  community  are  thus  placed  above  that  of  particular  persoaa 
and  the  future  in  which  these  individuate  will  not  participate  gala 
the  advantage  of  the  accumulations  of  the  agee  which  beoome  oIh 
live  in  present  income. 

!•  '^p  use  of  these  objective  standards  9nly  two  nlaasas  aboold 
od ;  thoee  with  a  deficit  of  income  and  those  with  a  sur- 
plus,    ideally  the  line  dividing  the  two  classes  is  that  income  which 
permita  the  continuation  of  family  life  under  normal  eooditioiia 
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ooitpled  with  a  complete  nutrition  of  all  its  members.  It  is  not 
enough  to  preserve  individuals;  we  must  preserve  the  family.  This 
means  a  childhood  free  from  toil  and  an  old  age  without  care. 
Couple  these  facts  with  the  cost  of  complete  nutrition  for  the  family 
at  all  times  and  we  have  the  sum  that  divides  a  life  of  deficit  from  owo 
of  surplus.  This  line  is  not  hard  to  determine  for  we  have  the  fads 
that  show  the  cost  of  family  nurture.  Eight  hxmdred  dollars  reprc- 
eeots  a  minimum  as  prices  were  Ijefore  the  war.  It  is  ('ertainly  not 
lees  than  $1,000  at  the  present  time.  Those  below  this  limit  lack  in 
a  physical  abihty  to  contribute  to  the  war.  Those  above  the  limit 
have  a  surplus  they  could  spare.  As  against  the  claims  of  the  state 
no  class  sharing  in  this  surplus  has  a  special  claim  to  consideration 
above  other  classes.  All  families  below  the  accepted  income  sho\ild 
be  regarded  as  the  nation's  wards  and  treated  accordingly.  Were 
we  to  give  them  more  instead  of  depriving  them  of  what  they  have, 
the  national  surplus  would  be  increased  and  the  net  power  to  carry 
on  a  war  would  be  enlarged.  By  this  I  do  not  mean  that  these 
struggling  families  cannot  be  made  to  contribute  to  the  support  of 
the  war.  But  their  contribution  must  come  through  increased 
efficiency  and  not  through  imposed  burdens.  Just  those  things 
which  we  should  have  done  in  times  of  peace  but  neglected  to  do 
ehould  be  done  on  a  large  scale  in  war  time.  We  should  reduce 
sickness,  cut  down  the  hours  of  labor,  have  better  sanitation  and 
teach  new  ways  of  living  which  will  promote  economy  and  efficiency. 
All  these  measiures  and  many  more  like  them  can  be  suggested  which 
will  increase  the  national  surplus  and  thus  enable  the  prosperous  to 
bear  more  readily  the  burden  of  the  war.  But  the  taxation  of  the 
nation's  wards  is  always  detrimental  and  gives  no  compensations 
which  enable  others  to  carry  on  the  war. 

Nor  do  I  mean  that  we  should  not  encourage  thrift  and  help 
people  below  the  normal  income  to  shift  their  consumption  in  ways 
that  permit  saving.  This  we  would  do  in  times  of  peace  and  should 
do  more  persistently  in  war  time.  But  the  means  of  doing  this  are 
misunderstood  because  of  a  lack  of  appreciation  of  the  motives  of 
the  poorer  classes.  There  is  among  them  but  little  appreciation 
of  distant  welfare.  The  pressure  of  immediate  wants  is  too  great 
to  inculcate  a  vision  of  the  future  happiness  but  there  are  strong 
motives  to  provide  for  such  objects  as  they  visualize.  A  poor 
family  will  pay  high  rates  to  insure  a  proper  funeral  for  a  dead 
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I  although  no  motive  exists  to  edueate  Ihe  living  eUki.    Musb 

<K  takes  place  to  bridge  over  epochs  oC  «      ijliijiiMm  and 

•  to  provide  against  steknest.    A  litik)  higher  tip  ia  Ika  acale 

of  living  ihe  desire  to  own  houses  is  an  effective  motive 

I  .  1 1 :.  .  ^^  i^^i^  assooiatioDS  to  thrive.    In  ooimlffy 

.  rsliip  of  farms  makes  an  appeal  which  is  effselhv  ao 
lon^  as  land  is  of  low  enough  a  price  to  permit  a  purchase.  But 
all  these  motives  fail  when  future  weal  stands  alone.  In  a  4  par 
cent  railroad  loan  a  farmer  will  not  invest  and  the  lack  of  motive 
is  still  greater  among  the  industrial  workers  whose  saving  molivas 
arc  more  difficult  to  arouse.  But  this  does  not  meafi  that  these 
|M opK  limy  not  be  appealed  to  by  a  war  loan.  The  rate  of  intfrtsi, 
however,  must  be  much  higher  than  that  now  offered.  The  leasoo 
of  tho  war  will  show  that  the  "big  stick"  disguised  in  forms  of  p^ 
triotisin  will  not  increase  saving  above  its  preaeot  amount.  High 
rates  of  interest  would  do  this  with  the  effect  not  only  of  helping  to 
carr>'  the  war  to  a  successful  close  but  of  transforming  a  larfs  pari 
of  the  nation's  wards  into  normal  citizens.  But  this  ehaags  should 
be  voluntary  appealing  to  motives  which  the  natioo's  wards  un- 
(lerBtand.  It  is  their  psychology  and  not  that  of  the  upper  cImsss 
that  we  should  study.  If  this  is  done  the  primar>'  burden  of  the 
war  must  fall  on  those  with  a  surplus  income  who  now  have  their 
wants  supplied  above  the  minimum  of  well-being. 

It  i8  tliis  objective  surplus  and  not  profit  comnMrcialljr 

sidcred  that  must  be  found  and  measured.    The  subjective  < 

in  older  estimates  made  the  costs  of  production  seem  larger  than 

tluy  are.    If  I  pay  thirty  dollars  for  a  suit  of  clothes  I  pay  for 

certain  material  which  must  be  replaced  and  for  certain  quantities 

e  r„  .  1   „..^  shelter  which   workers  require.    But  much  of  my 

s  goes  to  compensate  the  feelings  which   produeen 

This  sum  need  not  be  paid  or  its  payment  may  be  delayed. 

owner  of  horses  estimates  their  cost  by  the  food  ha  givas 

t  .•11)  and  by  the  cost  of  the  care  invoh'ed  in  their  keep.    Ha 

«loes  not  regard  the  feelings  of  the  horse  nor  put  their  equivalent  in 

hi-  rstimates  of  cost.     I f  from  day  to  day  they  ahow  no  <laierioration 

>!>jective  appearance  he  regards  the  sum  given  for  their  support 

:is  his  expense.    The  same  is  true  of  a  population.    The  physical 

cost  of  a  people  is  the  amount  needed  for  bodily  welfare.    The  dif- 

ference  between  tliis  cost  and  the  output  of  induatry  is  the  aurpha. 
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Whoever  8har€«  in  thia  has  something  which  he  might  give  up  with- 
out reducing  industry  and  this  amount  fixes  the  limit  of  taxation. 
When  we  realise  this  we  can  see  why  Germany  stands  the  burden  of 
the  war  so  well.  The  people  grumble  and  occasionally  revolt,  but 
there  is  no  reason  why  this  burden  should  not  be  borne  for  years  if 
the  will  of  the  German  people  is  equal  to  the  sacrifice  demanded. 
What  they  have  done  we  can  do  on  a  larger  scale  because  our  surplus 
measured  objectively  is  much  larger  than  theirs.  When  it  is  asked 
can  the  proposed  war  expenditures  be  borne  by  the  American  people 
there  is  but  one  answer  to  be  made.  They  can  be  borne  and  even 
more  than  the  proposed  ten  billions  can  be  set  aside  without  cutting 
in  on  the  sum  needed  to  repay  physical  costs.  But  if  it  is  done 
there  must  be  no  waste  nor  any  compensation  for  outraged  feelings. 
If  we  do  what  we  can  and  avoid  what  we  should  we  can  bring  the  war 
to  a  successful  close. 

Many  contend  that  in  some  way  a  part  of  the  burden  of  the  war 
may  be  shifted  to  future  generations.  To  them  the  advantage,  why 
not  to  them  the  cost?  The  difficulty  in  this  solution  is  that  the  cost 
of  war  is  in  present  goods.  It  is  what  we  have  which  must  be 
given  for  war  ends  and  not  what  our  descendants  may  acquire.  War 
is  a  consumer  whose  needs  cannot  be  postponed.  The  soldiers  are 
preferred  consumers,  who  must  be  cared  for  better  than  before.  It 
is  only  the  residual  left  after  the  war  needs  are  supplied  which  the 
public  can  have.  War  thys  forces  a  transfer  of  the  social  surplus 
from  those  who  now  enjo}'  it  to  those  engaged  in  military'  operations. 
Each  year  of  the  war  must  therefore  square  its  own  accounts  unless 
at  the  beginning  of  the  war  there  is  a  stock  on  hand  which  may  be 
used  for  the  initial  expenditure.  Before  America  entered  the  war 
the  accumulated  stock  of  the  world  had  been  used  up.  Our  problem 
is  thus  a  simple  one.  We  must  save  from  ordinary  consumption 
enough  to  supply  the  needs  of  our  army.  This  reduced  consump- 
tion may  be  forced,  or  voluntary,  and  the  two  methods  of  financing 
the  war  hinge  on  the  difference.  Forced  saving  operates  through 
an  increase  of  prices.  The  consumer  has  to  pay  more  for  goods  with 
the  same  or  a  reduced  income.  He  must  therefore  contract  his  con- 
sumption. The  high  prices  make  profits  and  the  government  bor- 
rows the  net  gains  of  the  profiteer  to  carry  on  the  war.  Forced 
saving  by  this  process  turns  over  a  part  of  the  people's  daily  con- 
somptaon  to  the  recipients  of  high  prices.     What  the  people  save  is 
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huB  given  to  a  privilefed  da«  and  they  Umui  it  io  iha  gov«ni- 

tient. 

T\m  iu  the  eaeenee  of  carrying  on  the  war  by  bmam  of 
I'he  people  pay  for  the  war  by  Uieir  redueed  oooaumptioii,  Um 

which  goes  to  the  profiteer.    In  the  end  the  people  pay  for  tbs 

...  a  second  time  when  they  redeem  the  loan  through  futufs  Uu^ 

ion.    The  people  thus  make  additional  burdens  for  thiwiaolTw  al 

future  tiiiio.     Wtar  loam  are  war  profiU.    They  ar«  lbs  ^las 

1  favored  individuab  make  from  the  war  and  do  noi  io  lbs 

t  est  way  reduce  the  burden  lx>riie  by  the  people.    This  is  aoi  a 

rino  but  one  often  explained  by  economists.    But  sound 

i**  loet  sight  of  in  the  stress  of  a  finaneial  situaiioo  aod 

-  I  >lo88om  forth  with  the  freshness  and  vigor  of  new 

1    t  «   '  :'4h  prices  were  occasioned  by  an  increase  of 

.......  t..'    a  locates  of  it  would  have  to  blush  for  their  logiSy 

lit  when  th*      iiie  inllation  is  produced  by  a  bond  issue  a  <|aibbls 

.  !  i<  h  permits  a  flood  of  new  argumentatioo  over  a 

.  :i;;o  ;>catled.     In  any  real  sense  inflation  is  an  elevatioo 

li  ove  their  physical  valuation.    One  can  readily  sss  thAl 

!•  t  .   •>!  1  ;i{)er  money  deceives  people  as  to  their  real 

Ai.'l  (hM<- them  to  expend  above  their  means,  and  thus < 

(*\(r<n    Ml:  ;t  ion  which  brings  on  a  crisis.    Bond  issues  have  lbs 

ir  111'  1    ;i  nt!  <  r  way.    At  a  time  when  wealth  is  decreasing  it 

-  lo  U  incica^>uig  and  thus  induces  people  to  expend  lavishly 

I  their  consumption  should  be  curtailed.    We  are  said  to  have 

\ '  >  hundred  billions  of  wealth  at  the  beginning  of  the  war.    The 

:  uiuont  spends  twenty  billions  leaving  one  hundred  and  sighly 

:i8.    The  public  instead  of  seeing  this  and  aeiing  aeeordingly 

lie  twenty  billions  of  bonds  to  their  wealth  as  though  it  were  an 

•  '>^tf\ad  of  a  loss  and  call  themselves  worth  two  hundred  aod 

s.     This  is  a  deception  like  that  of  paper  mooty  inll»- 

mi  eiiuals  it  in  its  bad  effects.     Did  t  '  tine  deceive  only 

common  people  it  might  be  put  up  u*...,  .^..;  editors,  bankers 

I  rid  irovornment  officials  are  equally  carried  along  with  the  eurreni 

r  thought.    Our  national  income  before  the  war  was  ssli- 

.  ..I  thirty  billions.     A  member  of  the  Federal  Reserve  Board 

rr.  rntly  said  it  was  now  fifty  billions.     Just  how  the  destructioo  of 

ar  could  increase  the  income  of  the  nation  by  a  half  he  did  noi 

>  lu.     It  is  plain  he  was  adding  in  our  lones  as  though  tbmy 
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a  gain  and  thus  deceiving  himself  as  to  what  our  real  income  is. 
This  attitude  is  so  general  that  it  cannot  but  encourage  the  opinion 
thai  the  war  can  be  carried  on  with  a  profit  and  hence  permit  of  an 
inefeaae  of  consumption  at  the  very  time  when  a  sharp  contraction 
k  the  only  means  of  saving  the  nation's  credit.  Our  great  task  is  to 
make  people  realise  the  need  of  economy  and  this  can  be  done  only 
by  saner  estimates  of  the  effect  of  the  war  on  property  and  income. 
The  entire  amount  by  which  value  exceeds  property  is  an  inflation 
which  can  be  cured  only  by  the  reduction  of  property  values  to  their 
nonnal  level.  Government  bonds  are  not  the  only  form  of  inflation 
nor  did  the  rise  of  prices  begin  with  the  war.  It  was  going  on  in  the 
dosen  years  of  advancing  prices  before  the  war.  The  two  hundred 
billions  of  wealth  we  were  supposed  to  have  at  the  beginning  of  the 
war  really  contained  fifty  billions  of  inflated  values.  It  would  have 
been  a  different  task  to  have  found  one  hundred  and  fifty  billions  of 
actual  property  at  that  time.  If  now  we  use  twenty  billions  in  war 
expenditure  and  add  this  amount  to  our  reputed  wealth  every  dollar 
of  our  actual  wealth  will  be  estimated  at  double  its  amount  and  be 
the  basis  of  a  double  expenditure. 

Our  annual  expenditure  may  be  fifty  billions  but  if  so  there  is  a 
big  gap  between  receipts  and  expenditures  which  will  soon  bring  the 
nation  into  financial  straits.  Bond  issues  are  not  a  way  out  but  a 
species  of  deception  for  which  the  public  must  pay  a  heavy  price. 
They  suffer  and  pay  for  the  war;  they  will  suffer  and  pay  again 
when  the  bonds  are  redeemed.  And  there  will  come  the  greatest 
suffering  of  all  in  the  financial  crisis  which  brings  inflated  values 
back  to  a  normal  basis.  Three  payments  and  perhaps  five  are  what 
this  financial  method  imposes.  Our  liberties  are  worth  the  price, 
but  before  payment  is  it  not  worth  while  to  ask  how  can  a  war  be 
carried  on  with  but  one  payment  and  with  no  inflation  of  values? 

A  good  system  of  taxation  involves  more  than  a  decision  as  to 
taxee  and  the  machinery  for  their  collection.  The  theory  of  values 
and  equivalents  is  involved  and  with  them  must  be  correlated  all 
the  other  mechanisms  by  which  prices  are  influenced.  Important 
among  these  are  the  restraints  on  consumption.  We  may  let  prices 
go  up,  and  then  tax  people  for  the  additional  amounts  needed  or  we 
may  restrain  consumption  so  that  the  amount  saved  flows  into  the 
government's  coffer  without  an  increase  of  price.  If  a  third  of  the 
annual  expenditure  for  goods  must  be  turned  over  to  the  state,  re- 
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I  rietions  will  effect  thiB  more  readily  tluw  UxjUioa  «m|  mail  fm  Ik* 

iHJor  means  by  wliich  the  trmnsfer  ul  wnNishi.     A  pfft>bsbit4oo  of 

r  tradic  would  reduce  the  deuuuid  for  foods  mod  %hm 

.^c  of  pricTM  to  the  level  they  otherwiie  would  ratd 

inroad  nuKht  be  made  by  oheclcB  to  eonspieuoiii  eooiiimpcioo.    A 

thirri  r)f  what  the  nation  consumee  haa  liMle  bearing  oo  phyMU 

\\<  liait    i  •!  on  thiii  |>art  effective  reatrainU  ahoiild  be  plaeod« 

A  !  tilicy  of  education  is  needed  aa  well  aa  of  rfvtiiction.     Kvo- 

'   tmii  r\rrt«  a  steady  pressure  in  changing  consumption  from 

li  >s  ( (tstly  means  of  gratifying  human  wanu.    If  the 

<  r.it<  ^  tn  favor  evolution  the  change  is  permanent.    The  brolMi 

'    >t  ( \:>t<>iii  will  not  be  restored  when  the  restraint  is  removed. 

tlir  .  iianf^o  in  a  mere  bloi'king  of  urgent  rtmircii  ihsa  tim  i^ 

Ml  \\u-  r<  -traint  means  a  sinking  back  into  an  earlier  slate 

I  \a>r  amount  of  increased  dissipation.    Thia  relapss  is  too 

•  • '.    iHor  the  restraints  of  war  are  removed.    An  epoeh  of 

t  rain  of  evils  worse  than  war  itself.    These  fsste 

d  education  of  ft:  '-  • - ^  •*  -•  nosetoiilifie 

a  can  be  made  \  <  tr  aid.    On 

iud  they  cut  down  the  eagerness  to  spend  and  on  the  olhsr 

<  >i  <  t'  adjustments  which  abide.     It  is  to  them  and  not  to  bond 

to  which  the  nation  should  turn  and  when  they  are  in  opSffl^ 

on  the  real  burden  of  the  war  can  be  met  by  taxation.    Taxatioo 

•    *  ■'    ' pretending  to  give  when  it  really  takes.     Itisi 

cannot  be  sliiftcd  to  future  generations. 

Distributive  problems  are  out  of  place  in  a  scheme  of 

•  cause  they  confuse  the  public  as  to  the  point  at  issue.     Proper^ 

A  r  (  r8  like  to  talk  of  shifting  the  burden  on  someone  else  and  popo* 

r  agitators  are  likewise  fond  of  showing  how  thia  is  done.     If  eiliier 

4ht  my  position  is  unsound.     If  both  are  wrong  then  a  view  of 

ion  is  t)06sible  which  will  show  where  the  burden  really  lies. 

tie  whites  of  the  south  may  get  satisfaction  out  of  the  burdens  tlMj 

••  *^- ' — ' — -tVf-^" 'for  suffering  may  resuH.     Bui 

k's  the  net  result  is  that  lbs 

^  put  a  heavy  hnanciai  burtien  on  themselves  by  this  repreminn 

.  liicreased  efTiciency  of  v.-—        •  -:!d  mean  an  ineresssd  ineomo 

T  themselves.    There  is  i .  nn  nhif t  this  financial  lorn  oa 

•her  shoulders.    So  too  employ*  get  satisfaction  by  dk^ 

uargiug  workers  at  will  but  thc>    <  '   «*"••?  the  large  labor 
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turnover  that  rasults.  Ever>'  downward  pressure  on  workers  de- 
creases their  efficiency  and  reduces  the  net  surphis  of  industry.  It 
is  impossible,  therefore,  to  pxit  a  burden  on  workers  that  will  not 
take  from  employers  more  than  the  laborers  lose. 

If  the  prosperous  must  l^ear  the  ultimate  burden  and  any  at- 
tempt to  shift  is  only  at  their  cost  it  is  not  difficult  to  decide  where 
new  taxes  should  be  imposed.  They  should  fall  on  the  net  surplus 
of  society,  and  should  be  proportioned  to  the  surplus  of  each  class 
or  individual.  The  income  tax  seems  best  fitted  to  meet  these  re- 
quirements but  in  reality  it  has  a  defect  which  makes  its  operation 
one-sided.  Income  is  a  measure  of  immediate  advantage  btit  not 
of  ultimate  advantage.  Suppose  the  income  of  a  given  industry  is 
increased  by  ^0,000.  This  is  income  and  rightly  to  be  taxed.  But 
the  presence  of  this  income  will  increase  the  value  of  property  by  a 
million  dollars  if  interest  is  5  per  cent.  This  million  dollars  the  in- 
come tax  does  not  reach  but  is  as  fit  an  object  of  taxation  as  is  the 
original  income.  The  ultimate  advantage  of  an  increased  national 
return  thus  shows  itself  not  an  income  but  in  increased  capitaliza- 
tion. It  is  this  untaxed  capitalization  which  new  taxes  should 
reach. 

If  the  properous  object  to  this  solution  can  they  shift  the  burden 
on  any  one  else?  If  twenty  l)illion  dollars  in  bonds  are  issued  instead 
of  the  needed  liqn'  of  values  they  start  an  inflation  which 

produces  a  still  gre:,.-:  .:  ncit.  Every  financial  scheme  to  shift  the 
burden  breaks  on  this  rock.  It  produces  suffering  among  other 
classes  but  gives  no  relief  to  the  net  burden  of  the  prosperous. 
Every  deceptive  device  comes  back  to  claim  compound  interest. 
They  can  pay  for  the  war  once  if  they  pay  the  bills  as  they  come  due. 
They  can  pay  for  it  as  many  times  a.s  they  please  by  trjnng  to  make 
future  generations  pay.  An  individual  may  escape  his  burden  by 
schemes  that  put  the  burden  on  others.  He  may  take  his  chance 
in  a  panic  and  gain  where  others  lose.  But  these  devices  do  not 
take  the  burden  from  the  prosperous.  The  individual  who  avoids 
his  just  burden  punishes  his  friends  and  not  the  laborers  or  the  com- 
munity. They  will  suffer  but  their  suffering  brings  no  relief  to  the 
prosperous.  All  improvements  increase  net  income;  all  )j\irdens 
fall  on  it.  Were  this  simple  proposition  once  understood  we  might 
face  g^reater  bxirdens  than  this  war  will  impose  and  still  remain 
financially  sound.    The  burden  of  today  will  come  back  to  the  pres- 
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on  it  must  be  met  by  cutting  down  the  natimiel  vaJuetioo  of 
».^^.o  until  they  correspond  to  our  phymeal  poenHioiM.  We  iiii«l 
not  deceive  oureelvee  into  thinking  we  bftve  two  hundred  and  Mly 

8  of  wealth  when  we  have  only  one  hundred  and  Mtj  biOkMH^ 
..o.  .  an  we  think  that  war  ia  a  proceea  of  increaaiiig  wealth  when  i 
merely  inflates  values.    A  liquidation  tax  is  the  only  meaoa  of  meet 

K  this  situation.  If  a  man  is  worth  two  hundred  and  fifty  Ihou- 
oaiid  dollars  and  had  one  hundred  thousand  in  debts  be  would  ool 
be  made  poorer  by  paying  his  debts  and  having  one  hnadred  and 
fifty  thousand  of  dear  wealth.  The  situation  of  the  mUioo  ii  ifaia 
'*M  a  large  scale.    We  spend  money  but  instead  of  recognising  ii  we 

vor  it  up  by  calling  our  liabilities  aasets.    To  tax  the  naiioii  lea 

9  does  not  differ  in  its  ultimate  effects  on   wealth  from  a 
.  .  issue  to  a  like  amount.    In  either  ease  we  are  tea  biOioiie 

orcr.    In  one  case  we  see  it  and  adjust  our  expenses  aeeordingly, 
the  other  we  rush  on  into  new  extravagances.    A  risk  is  run  for 
liich  there  is  no  compensation. 

It  is  therefore  the  present  inflated  values  which  should  be 

y  sound  system  of  finance.     A  liquidation  should  be 

.. .... ..  will  bring  inflated  values  down  to  a  level  with  phsraical 

ion.     People  are  not  made  poorer  by  this  process.    They  are 

on  safely  to  take  advantage  of  new  industrial  oppor* 

should  therefore  take  a  stock  of  national  wealth  and 

-ment  against  it.     He  who  gets  the  surplus  when  the 

rs  should  pay  back  when  the  nation  is  forced  to 

1  A  jionses.    The  income  tax  is  one  means  of  reaehtng  Ihie 

t  a  far  larger  part  of  it  goes  to  increased  vahieB  and  beoee 

I   stands  on  the  l)ookR  of  each  individual  as  property.    The  increase  of 

t;ni,.<^  \g  (hug  ^  legitimate  source  of  taxation  and  it  is  this  inereaae 

.  should  meet  the  special  burdens  of  a  war.    We  caonol  (Si  al 

0  annual  increase  of  values  as  readily  as  of  incomes  because  in- 

•ines  are  regularly  reproduced  while  it  is  often  jreara  before  an  in- 

oase  of  property  values  shows  itself.    A  ten-year  period  would 

«^t  the  situation  fairiy  well  and  if  a  decennial  revahuUioii  of  na^ 

>nal  wealth  were  made  the  increase  thus  revealed  should  be  used 

•  meet  emergencies.     If  such  a  scheme  Were  adopted  the  first  assew- 

ont  should  be  on  all  property  for  we  have  no  ready  means  of  disCiA- 

biiishing  its  parts.     But  the  scheme  once  in  operation  would  psmiH 
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■ubtMiueiit  taxation  to  be  based  on  the  increase  of  values.  In  prac- 
tioe  it  would  work  out  something  like  this.  I  assume  that  it  would 
be  oombined  with  an  inheritance  tax  and  that  the  rate  of  taxation  is 
5  per  cent. 


1918 

Tax  6  per  cent 

HowBidamith 

$240,000 

$12,000 

1998 

300,000 
-240,000 

S60,000 

3,000 

19$9 

EMate  of  Howud  Smith 

$320,000 

16,000 

Howard  Smith  Jr.  (Inheritance) 

120,000 

6,000 

19S8 

Howard  Smith  Jr. 

160,000 
-120,000 

$40,000  2,000 


It  is  plain  that  the  net  wealth  of  this  family  is  not  reduced  by 
the  liquidation.  They  are  merely  put  in  a  sound  financial  position 
and  thus  avoid  the  penalities  which  wild  financing  imposes.  Nor 
does  it  prevent  the  regular  increase  of  values  which  is  the  legitimate 
result  of  national  property.  They  are  only  prevented  from  over- 
estimating the  real  increase  and  thus  checked  in  the  tendency  to 
over-indulgence.  A  good  financial  scheme  combines  restriction  on 
consumption,  and  a  process  for  the  liquidation  of  debts.  Scarcely 
any  use  is  made  of  restriction;  the  rate  of  interest  ofiFered  is  too  low 
to  encourage  saving  and  the  process  of  liquidation  has  not  even  been 
discussed.  It  is  necessary  to  use  treasury  notes  freely  for  the  pro- 
ceeds of  taxation  come  in  too  slowly  to  meet  current  expenses.  Hut 
short-time  notes  should  not  be  issued  until  expedients  are  adopted 
to  redeem  them.  We  may  properly  ask  the  banks  to  carry  tem- 
porary burdens  but  government  bonds  make  for  them  bad  pcrnia- 
nent  investments. 

If  these  legitimate  sources  of  revenue  are  avoided  the  only  re- 
maining expedient  is  a  bond  issue.    The  burden  of  the  public  is  thus 
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an  indirect  one.  They  pay  for  the  war  through  high 
make  profitJi  for  other  people  to  invait  in  tiooda.  War  boodi  and 
'  t.4  are  thus  the  same  fund  and  force  a  double  p^ymeot  in  tkm 
io  people.  Such  financing  is  easy  for  the  firti  year,  aiakfli 
(iitin  ultiofl  the  second  year  and  creates  impossible  eooditioos  in  the 
third.  If  we  are  to  go  ahead  according  to  present  pUos  it  is  to  be. 
hoped  that  German  resources  are  nearing  exhaustion.  It  will  sav« 
118  from  many  threatening  evils. 


A  CRITICISM  OF  THE  WAR  REVENUE  ACT  OF  1917 

Bt  J.   F.    ZOLLER, 

Tax  Attorney,  CSeoenl  Eleetrio  Company,  Schenectady,  ss.  )l. 

The  purpoee  of  any  tax  legislation  should  be  to  get  the  maxi- 
mum amount  of  revenue  with  the  minimum  disturbance  to  husi- 
IM0.  In  considering  any  taxation  scheme  we  must  have  constantly 
in  mind  that  there  are  at  least  two  classes  of  taxpayers  which  are 
usually  taxed,  namely,  individuals  and  corporations.  A  tax  upon 
a  corporation,  so  far  as  a  corporation  can  be  taxed  at  all,  is  a  tax 
upon  the  stockholders  who  own  the  undistributed  shares  in  the 
property  of  the  corporation.  Therefore,  a  tax  imposed  upon  a  cor- 
porate body  if  excessive  as  compared  with  taxes  upon  business 
transacted  in  other  forms  or  upon  individuals  not  engaged  in  busi- 
nen,  neoeesarily  constitutes  a  discrimination  so  far  as  the  incidence 
of  the  tax  is  concerned  against  a  certain  class  of  individuals. 

Originally,  all  taxation  was  based  upon  the  theory  that  the 
owner  of  the  property  taxed  received  certain  benefits  from  the  gov- 
ernment imposing  the  tax.  In  other  words,  it  was  a  tax  upon  beiu 
fits  received  in  connection  with  the  privilege  of  living  in  a  civilized 
community.  From  time  to  time,  however,  there  has  been  a  grow- 
ing tendency  to  depart  from  such  forms  of  taxation  based  upon 
benefits  derived  from  the  government  and  to  substitute  therefor  a 
tax  upon  ability  to  pay.  This  has  been  the  result  of  a  growing 
tendency  to  establish  a  doctrine  that  those  best  able  to  pay  should 
contribute  more  liberally  to  the  public  burden. 

It  is  manifest  that  an  ad  valorem  tax  upon  property  must  neces- 
sarily be  based  upon  the  theory  of  benefits  received  and  without 
regard  to  ability  to  pay  with  the  possible  exception  that  persons 
owning  property  may  be  presumed  to  have  some  ability  to  pay  taxes, 
although  we  all  know  that  certain  classes  of  property  may  in  some 
constitute  a  liability  to  the  owner  instead  of  an  asset.  Net 
taxes,  on  the  other  hand,  are  based  almost  entirely  upon 
ability  to  pay  with  very  little  regard  to  the  lienefits  received,  with 
the  possible  exception  that  any  person  deriving  a  net  income  and 
living  in  civilised  society  must  be  presumed  to  have  received  some 

isa 
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t)enefit  from  the  government  in  the  proteetioo  of  hli  propmiy  fitNa 
which  the  income  \a  derived  or  reoetvod.  Thug  thera  hM  gnMhtallx 
^roNMi  up  in  the  United  States  and  aliewhare  a  taodeoay  to 
uci  iiK  oine  taxes  instead  of  direot  taana  upon  property. 

An  investigation  of  the  subjeot  shows  that  net  iiMwrni 
iiave  been  very  generally  imposed  in  the  foUowing  I'Uuopean  eov»- 
iries:  Austria,  Belgium,  Denmark,  Oreeee,  Germaoy,  HniWi^^ 
Luxemburg,  Finland,  France,  Norway,  Sweden,  Switaerland  and 
Italy;  also  in  the  Cape  of  Good  Hope,  Hawaii,  India,  Japan,  New 
/calund  and  Australia  as  well  as  in  the  United  States.  Not  only 
have  net  income  taxes  probably  become  a  permanent  means  oC  rab- 
itig  rcvoinio  in  the  United  States  by  the  federal  goremment, 
iro  Kradiuilly  being  adopted  by  many  of  the  states.  For 
he  stutc  of  Wisconsin  for  a  number  of  years  has  had  an  im 

'luals  and  corporations.    This  tax  is  not  in  lisa  of 

.    rsonal  property,  but  the  individual  or 

iibject  to  the  income  tax  is  permitted  to  deduct  from  the 

i\  til.  -i!!  ntjnt  of  any  tax  paid  upon  personal  property.    The 

I  New  \  ork,  on  the  other  hand,  has  adopted  an  income  tax  upon 

iianufac taring  and  mercantile  corporations,  which  tax  is  in  lieu  of 

II V  t:>\  upon  corporate  franchises  or  personal  property  of 

•  uHtioMs.    A  number  of  the  other  states  have  imposes 

:ixes  as  a  basis  of  determining  the  amount  of  tax  to  be  paid  as  a 

rivilcge  of  doing  business  in  such  states  in  corporate  form. 

The  income  tax  in  theory  is  probably  the  most  equitable  method 

>f  taxation  because  it  is  not  imposed  unless  the  taxpayer  has  sedtrsd 

t  he  year  and  therefore  should  have  the  neees- 

II  to  pay  the  tax,  the  individual  whose  nsi  tn- 

omc  is  nil  not  being  required  to  pay  any  tax  for  the  baneflls  he  may 

■       "»  the  j^ovornment. 

•  or>'  of  this  tax  is  most  equitable,  its  applieattoo  in 
lany  cases  under  certain  income  tax  laws  has  brought  about  the 
gnw«>.r  it,...,n-i];tv     It'  the  taxation  ssrstem  of  any  jmisdietkMi  is 
inr([uit:ii'ir  luiuiaiiirniatiy,  the  imposition  of  an  ineoma  Inx  in  ad- 
dition to  all  other  taxes  will  not  remove  the  inequalities  existing  prior 
the  imposition  of  the  income  tax.    For  example,  a  mmbsr  of  ikm 
It.  s  have  been  imposing  upon  corporations  taani.ealM  frandiias 
\<^  and  said  to  be  upon  the  privilege  of  doing  business  in  a  corporate 
apacity  and  being  in  addition  to  all  other  iaans  upon 
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paid  by  individuals  not  doing  bimineeB  in  corporate  form.  A  fran- 
chise tax  upon  a  corporation  in  addition  to  all  other  taxes  upon  the 
pcopeity  18  a  discrimination  against  individuals  holding  corporate 
•ecurities  and  in  favor  of  individuals  whose  property  does  not  con- 
ast  of  corporate  securities.  There  would  appear  to  \ye  no  sound 
reason  for  imposing  upon  corporations  by  any  jurisdiction  a  tax 
upon  the  corporate  franchise  in  addition  to  taxes  upon  the  property 
of  the  corporation.  If  the  property  is  fully  taxed  the  corporation 
has  paid  a  tax  upon  its  franchise  which  has  been  rofloctod  in  t  lie  value 
of  the  property. 

The  method  of  doing  business  in  corporate  form  lias  become  a 
necessity  and  there  would  appear  to  be  no  reason  for  penalizing  an 
effieient  instrument  of  business.  It  necessarily  follows  that,  if  it  be 
economically  unsound  to  tax  corporations  upon  their  franchises  in 
addition  to  a  tax  upon  their  property,  the  imposition  of  the  fran- 
chise tax  measured  by  net  income  does  not  in  any  way  correct  the 
wrong  principle  and  such  income  taxes  are  not  income  taxes  as  those 
terms  are  generally  understood,  but,  on  the  other  hand,  constitute 
a  tax  upon  corporate  franchises  which  under  all  conditions  is  eco- 
nomically unsound  even  though  measured  by  net  income.  There- 
fore, those  states  which  have  imposed  a  franchise  tax  measured  by 
net  income  have  in  no  way  progressed,  so  far  as  taxation  is  con- 
cerned, but  have  simply  ascertained  a  convenient  means  of  measur- 
ing an  inequitable  and  unjust  tax. 

If  it  be  wrong  for  the  states  to  impose  a  tax  upon  the  privilege 
of  being  a  corporation  or  for  transacting  business  in  a  corj)orate 
capacity  it  is  equallj^  wrong  for  the  federal  government  to  impose 
such  taxes.  It  therefore  seems  to  follow  that  the  capital  stock  tax 
imposed  by  the  federal  government  upon  corporations,  wliich  is  a 
franchise  tax  and  is  not  imposed  upon  partnerships  and  individuals  in 
competition  with  corporations,  is  inequitable  and  unjust  and  should 
not  have  been  enacted.  It  is  no  answer  to  the  argument  to  say 
that  the  federal  government  needed  the  revenue,  because  the  amount 
of  revenue  which  can  be  raised  by  any  jurisdiction  depends  upon 
the  wealth  of  the  community  imposing  the  tax  and  within  certain 
reasonable  limits  the  rate  under  a  just  tax  law  can  be  made  suffi- 
eiently  high  to  secure  all  possible  revenue. 

It  has  been  the  history  of  taxation  throughout  the  states  that 
the  states  are  unable  to  impose,  administer  and  collect  an  ad  valorem 
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tax  upon  penonal  property  thftt  abiorbed  too 
tie  income  from  such  source.    Therefore,  the 
fast  departing  from  the  imposition  of  any  ad  waJoMm  Ui  upon  per- 
sonal property  and  are  subetituting  theralor  either  a  lieMifleil  p«w 
onal  property  tax  at  a  reasonable  rate  fixed  by  the  legWature  or  tm 
Measured  by  the  amount  of  net  inoooe.    ThoM  tttn 
made  the  income  tax  a  tax  in  lieu  of  some  oIlMf  tei 
which  could  not  be  collected  with  full  justice  to  the  taxpayers  al 
xloubtedly  taken  an  important  step  in  the  rigbl  djreu 
oee  stales  that  have  simply  imposed  the  ineoiiie  tax  la 
•Idition  to  all  other  taxes  have  in  no  way  removed  any  of  the  in* 
iniiiii.      '  ior  to  the  enactment  of  the  income  tax,  aad 

•  >me  tax  in  such  cases  is  the  amount  of  ad- 
•  iitiM  ;  i!    .  ..  imo  which  has  been  raised  as  a  resxilt  of  the  tax,  and 
i.li;i..    i'  I.  ..Mine  is  not  always  a  virtue. 

I  ii.  ti   un  lid  be  no  difficulty  in  the  imposition  of  thetneone 
ix  if  all  individuab  did  business  in  the  same  way  so  that  the  amoual 

'  '  iiix  would  be  the  same  in  all  similar  cases  and  the  tax  equally 

I I  »uted  over  all  individuals  enjoying  a  net  income.    Buiiiisw  is 
raniuicted  in  this  country  by  individuals  as  such  and  by 

Corporations  are  notlm  <>  or  less  than 

lividuals.     Therefore  di.^<  ion  against  eorporallOBa  is  a 

discrimination  against  the  individuals  interested  in  the  busisess 

such  form.     It  may  be  possible  to  impoee  a  tax  either 

juration  or  upon  the  stockholders,  but  it  is  not  possible 

the  same  tax  upon  both  the  corporation  and  the  stock- 

two  taxes  upon  tho  same  individiiab.    II 

those  who  are  not  transaeling  buaiiwi  In 

form,  are  taxed  only  once  it  of  course  is  an  unwarranted 

t  discrill  to  tax  the  individuals  who  ars  transarttng 

in  corpo  iin  twice.    Cireat  difficulty  has  beaa  ex* 

>orienced  in  imposing  an  income  tax  upon  corporataooa  wtthoiii 

.dto. 

all  the  earnings  of  a  corporation  were  die- 
ributed  as  fast  as  they  were  earned  to  the  individuals  eomprismg 

n  tax  upon  all  individuals  having  a  net 

oquitable  disthlnitiou  of  tl»c  tax  bur> 

ien  and  without  any  serious  disturbance  to  the  buuesi  eooduel^d 

>y  the  corporation.    It  is  because  such  bodies  do  not  always  ese  lit 
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to  dkiribut^  the  earnings  made  that  there  has  grown  up  a  necessity 
of  attempting  to  tax  the  stockholder  by  placing  the  tax  upon  the 
oorporation  and  then  permitting  the  stockholders  to  deduct  from 
tb^  individual  incomes  the  income  already  taxed  to  the  corpora- 
tion. This  method  is  correct  in  theory  but  has  not  been  duly  car- 
ried out  in  all  cases.  The  theory  has  been  partially  worked  out  in 
the  taxation  of  corporations  by  the  federal  government  where  it  has 
been  found  necessary  to  impose  a  part  of  the  income  tax  upon  the 
oorporation  upon  the  theory  that  the  earnings  might  not  be  distrib- 
uted to  the  stockholders  and  the  payment  of  the  tax  upon  such  earn- 
ings prolonged  for  an  indefinite  period  unless  the  corporation  were 
taxed  for  the  year  the  earnings  were  made. 

In  order  to  avoid  double  taxation  it  is  provided  under  the  federal 
income  tax  law  that  for  the  purpose  of  the  normal  tax,  individuals 
shall  be  permitted  to  deduct  from  their  total  net  income  the  amount 
received  as  earnings  or  dividends  from  corporations  which  have  been 
subjected  to  the  tax  upon  their  earnings.  This  is  a  correct  theory, 
but  Congress  refused  to  carry  it  out  in  all  cases  for  it  did  not  permit 
under  the  Act  of  October  3,  1911,  nor  under  the  Act  of  September  8, 

19 16.  corporations  to  deduct  from  their  net  earnings  dividends  re- 
ceived from  other  corporations  which  had  already  paid  the  tax,  al- 
though such  deduction  was  permitted  under  the  original  Act  of 
August  5,  1909,  and  is  also  permitted  so  far  as  the  additional  war 
income  tax  is  concerned  under  the  Act  of  October  3,  1917.  The 
Act  of  October  3,  1917,  imposes  two  income  taxes  upon  the  net  in- 
come of  corporations,  that  is,  it  extends  and  perpetuates  the  Income 
Tax  Act  of  September  8,  1916,  which  imposes  a  normal  income  tax 
of  2  per  cent  and  then  imposes  an  additional  normal  income  tax  of  4 
per  cent  upon  corporations. 

Under  the  Act  of  September  8,  1916,  as  amended  by  the  Act  of 
October  3,  1917,  corporations  are  not  permitted  to  deduct  dividends 
received  from  other  corporations  that  have  been  subject  to  the  same 
tax,  while  they  are  permitted  to  deduct  the  income  from  such  cor- 
porations under  the  4  per  cent  provision  of  the  Act  of  October  3, 

1917.  The  obvious  purpose  of  permitting  corporations  to  deduct 
the  dividends  received  from  other  corporations  under  the  4  per  cent 
provision  of  the  Act  of  October  3,  1917,  is  to  prevent  double  taxation 
oC  the  same  earnings,  and  is  an  acknowledgment  upon  the  part  of 
Congress  that  such  earnings  should  not  be  doubly  taxed.     If  this 
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^^etober3, 19i7,itiBequally  trueinregirdtoibeSparetBlpfoviite 

^onder  the  Act  of  September  8,  1916,  a«  fw>fiHlwi  by  th%  Act  of  Odo- 

tu.r3  1917,  and  there  should  not  exist  tkiiiiieoiMifieofy  in  4l»A0l of 

roes  and  this  discrimiuation  againti  rorpntationa  aa 

ith  the  taxation  of  partnerships  and  individuals  in 

til  rorporations.    Individuals,  whether  they  are  doing 

!  tners  or  as  individuals,  are  permitted  to  deduct  all 

corporations  made  subject  to  the  lax,  and  the 
Id  have  been  accorded  to  corporations. 
!  u  it  might  be  well  to  note  another  diaeriminalkMi  ia 
ti  t  ho  income  tax  under  the  Act  of  Oetobar  S,  1917. 

1>>     ....  ^..  :..  .^  is  imposed  upon  oorporations  an  •^MjM^m^  tai 
4  per  cent  u{)on  net  income,  whereaa  the  additional  rate  upon  iadi* 
nt.    Therefore  those  individuals 
..  ,.wiate  securities  are  discriminated 
with  other  individuals. 
Ill  the  imposition  of  income  taxes  generally  it 
•  be  equitable  to  increase  the  rate  of  tax  by  a 
lienever  the  amount  of  net  income  exceeded  a  certain  amowl 
I  us  is  evidently  upon  the  theory  that  ability  to  pay  inersaaes  to 
ich  an  extent  with  the  increase  in  the  net  income  that  a  flat  rata  of 
IX  upon  all  income  does  not  reach  a  proper  proportion  of  ability  to 
ly  in  all  cases.    The  tax  at  the  progressive  rate  as  disliagiiishad 
om  the  tax  at  the  flat  rate  is  known  as  the  additional  or  surtax. 

The  theory  of  the  surtax  has  always  been  that  it  should  not  bt 
iiposed  or  applied  except  in  cases  where  the  total  ii 
certain  amount.    Upon  this  theory  it  is  at  once 
iditional  or  surtax  cannot  be  imposed  upon  a  eorporalioii  b^ 
<    cause  a  tax  upon  the  corporation  as  we  have  seen  is  a  tax  upon  IIm 
stockholders  and  if  the  additional  or  surtax  is  imposed  upon  Um 
ockholders  by  a  tax  upon  the  corporation  it  must  necessarily  be^ 
I   uuposed  regardless  of  the  total  amount  of  net  income  rsealvad  by 
nny  particular  stockholder  contrary  to  the  fundamental  Ibeory  of 
ic  additional  or  surtax.    Therefore,  in  order  to  carry  out  this  cor- 
rect principle,  when  the  income  tax  was  originally  imposed  by  Gon- 
^ress,  no  additional  or  surtax  was  imposed  upon  corporatioaa  fani 
ich  taxes  were  imposed  upon  all  individuals  rsgardless  of  the  souree 
of  the  income,  provided  the  total  net  income  exceeded  a 
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amount.  There  is  probably  no  way  by  which  a  surtax  or  additional 
tax  can  be  imposed  upon  the  corporation  witliout  doing  violence  to 
the  principle  that  the  surtax  shall  not  be  imposed  except  in  cases 
where  the  total  net  income  of  the  individual  exceeds  a  certain 
amount  thereby  placing  him  in  the  class  w  th  ability  to  pay  the 
surtax. 

The  excess  profits  tax  if  it  had  been  imposed  upon  corporations 
alone  would  have  amounted  to  an  additional  or  surtax  upon  the 
corporation  and  would  have  done  violence  to  this  principle.  '  This 
fact  was  evidently  recognized  by  Congress  as  well  as  by  the  British 
Parliament  in  the  imposition  of  the  excess  profits  tax,  for  in  each 
case  the  tax  was  imposed  not  only  upon  the  corporation  but  upon 
partnerships  and  individuals  as  well  in  the  hope  of  making  an  equi- 
table distribution  of  the  burden  among  all  individuals  as  a  tax  upon 
business  regardless  of  the  character  of  the  owner  of  the  business. 

It  is  extremely  difficult  to  get  an  equitable  distribution  of  an 
excess  profits  tax  owing  to  the  different  methods  of  transacting  busi- 
ness. It  is  probable  that  this  system  of  taxation  would  not  consti- 
tute a  part  of  any  well  regulated  tax  system  in  times  of  peace.  It  is 
because  in  times  of  war  certain  businesses  are  extremely  prosperous 
that  it  is  thought  equitable  to  take  by  taxation  a  part  of  the  profits 
resulting  from  the  war  and  use  them  for  the  purpose  of  conducting 
the  war.  This  was  the  theory  of  the  European  excess  profits  tax  acts 
and  was  the  theory  of  our  war  revenue  bill  in  the  form  reported  to 
the  Senate  by  the  Senate  Finance  Committee.  As  the  bill  was 
finally  passed,  however,  it  became  not  a  tax  upon  war  excess  profits 
imless  the  pre-war  profits  happened  to  equal  from  7  to  9  per  cent  of 
the  invested  capital  for  the  taxable  year,  but  a  tax  upon  profits  ex- 
ceeding a  certain  arbitrary  percentage  of  capital. 

As  to  all  corporations  whose  pre-war  profits  did  not  fall  within 
the  special  class,  the  tax  under  our  War  Revenue  Act  is  not  a  war 
profits  tax  but  an  excess  profits  tax  without  regard  to  pre-war  earn- 
ings. Therefore  our  tax  upon  excess  profits  at  a  sliding  scale  rate  of 
20  per  cent  to  60  per  cent  is  not  at  all  comparable  with  the  war  ex- 
cess profits  tax  of  Great  Britain  at  the  flat  rate  of  80  per  cent.  It 
might  very  well  happen  in  a  number  of  cases  that  our  tax  at  a  pro- 
gressive rate  of  20  per  cent  to  60  per  cent  would  be  much  more  biu*- 
le  to  business  in  this  countr}'  tlian  the  English  tax  upon  war 
only,  at  the  flat  rate  of  80  per  cent,  because  in  England  only 
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ftbnomial  proBto  rMulting  from  the  war  ar«  taxed  wbfle  tUMkr 
war  revenue  bill  it  is  quite  poeaible  that  tkie  tax  in  maoy  eaece  m 
htkned  upon  normal  profite  which  l)ear  no  relatioD  to  the  war.  lo 
Jjigland  it  was  aactetained  that  the  three  yean  immediately  pi^ 
ceding  the  European  War  were  proepeioua  yean  for  KogUrii  eoo- 
ceniB.  Theee  eoncemi  were  guaranteed  a  continuation  ol  thie  proe- 
ix;rity  free  from  the  war  exoeie  profite  tax  by  being  pennitled  to 
Delect  the  two  most  proeperoua  yean  of  these  three  proeperoae  yean 
an  a  pre-war  baaia  and  all  profits  over  and  above  the  averafs  profile 
of  these  two  moet  prosperous  yean  were  taxed  at  a  high  rate  but 
with  full  knowledge  to  the  investing  public  that  the  normal 
of  prosperous  yean  would  be  guaranteed  free  from  euch  tax. 

It  is  of  course  less  disturbing  to  business  if  the  government 
secure  its  revenue  by  a  tax  upon  abnormal  profits  guaranteeing  to 
the  investing  public  a  normal  profit  free  from  tax,  than  it  is  to  place 
such  tax  upon  normal  profits  and  in  the  abeence  of  such  guarantee. 
As  stated  at  the  outset  the  object  of  any  taxation  scheme  should  be 
to  produce  the  maximum  of  revenue  with  the  minimum  of  dieUtrb- 
ance  to  the  business  taxed. 

Our  revenue  act  on  the  other  hand  does  not  guarantee  any  free- 
dom  from  taxation  of  all  pre-war  earnings,  because  as  we  have  seen 
in  a  number  of  cases,  our  excess  profits  tax  may  fall  upon  normal 
profite  or  profits  which  have  not  increased  or  which  perhapa  have 
decreased  since  the  war  began.  Our  revenue  act  is  not  based  upon 
war  profits  but  may  more  properly  be  said  to  be  based  upon  ability  to 
pay  upon  the  part  of  the  business  taxed,  Congress  having  sswiwied 
arbitrarily  that  any  earnings  over  and  above  a  certain  arbitrary 
percentage  of  the  invested  capital  represent  ability  to  pay  taxea,  to 
the  extent  of  the  exigencies  of  the  government.  It  is  probable  that 
if  each  business  could  be  treated  separately,  it  could  be 
in  the  case  of  each  particular  buainess  what  would  constitute  a 
sonable  exemption  for  the  particular  business.  It  is  probably 
equally  true  that  if  each  business,  regardless  of  its  nature  or  basards» 
is  permitted  the  same  rate  of  deduction  based  upon  the  capital  in* 
vested  the  seheme  will  necessarily  bring  about  inequalities,  taxing 
some  businesses  upon  earnings  abnormal  and  some  upon 
that  are  only  normal  or  possibly  less  than  nonnaL 

It  would  seem  that  if  it  be  found  advisable  to  impose  an 
)fits  tax  instead  of  a  war  excess  profiU  tax,  that  ia,  a  tax  based 
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upoD  earningB  in  excess  of  a  certain  arbitrary  amount  instead  of  . 
tax  upon  earningp  resulting  from  the  war  and  in  excess  of  nonniil 
eamings  of  the  business  in  each  case,  then  some  reasonable  attein]>t 
should  be  made  to  classify  business  in  regard  to  the  hazards  of  tl^ 
business  so  as  to  determine  what  the  deduction  should  be  in  regard 
to  each  class  of  business  taxed.     An  arbitrary  ded\iction  of  9  \)v 
cent  on  the  capital  invested,  for  example,  is  probably  insufhcient  i 
guarantee  to  certain  classes  of  business  a  fair  return  upon  the  capital 
invested  free  from  the  tax  while  it  is  probably  more  than  sufl5cient 
for  such  guarantee  in  the  case  of  other  classes  of  business. 

In  the  imposition  of  the  capital  stock  tax  the  United  State 
Treasury  Department  has  officially  determined  that  a  certain  class 
of  corporations  geographically  located  in  a  certain  way  must  earn  a 
certain  amount  on  the  capital  invested  in  order  to  make  the  stock 
worth  par,  while  other  classes  of  corporations,  or  the  same  class  dif 
ferently  located  geographically,  must  earn  an  altogether  difTcren 
amount  to  make  the  stock  worth  par.     This  fact  established  by  the 
United  States  Treasury  Department  is  a  confirmation  of  my  con 
tention  that  you  cannot  set  up  an  arbitrary  allowance  of  perccnta^^ 
upon  capital  invested  and  apply  it  generally  to  all  business  withoi; 
favoring  certain  classes  of  business  as  compared  with  other  classes 

In  closing  I  want  again  to  say  that  the  object  of  any  tax  legi.^ 
lation  should  be  the  maximum  amount  of  revenue  with  the  minimuii 
of  disturbance  to  the  business  taxed.     A  tax  upon  an  individual,  as 
such,  apart  from  his  business,  who  ultimately  receives  all  business 
profits,  can  probably  be  borne  with  patriotism  without  disturbanc  < 
to  business  enterprise,  but  a  tax  upon  business  whose  credit  dc]  »<     ' 
not  upon  patriotism  or  anything  emotional  but  upon  sound  i 
ness  finance,  if  sufficient  to  interfere  with  such  credit,  may  upset  tli 
whole  financial  and  commercial  structure  of  the  country,  and  tip 
result  of  such  business  disturbance  is  much  worse  in  times  of  wn 
than  in  times  of  peace  and  probably  produces  more  suffering  amon^^ 
the  people  as  a  class  than  any  tax  ever  laid  upon  an  individual  as  a 
peraonal  tax. 


WAR  AND  FINANCE  IN  RUSSIA 

By  Hib  Kxcbllbnct,  thb  RuMiAJf  Ambamaoob, 
Hon.  Bobu  Bakhmrtr rr. 


Finance  is  uoqueetionably  the  most  easenttal  elenMoi  in  ibt 

of  any  warfare,  and  this  oocssioo  gtres  urn  thi  bssi 

.    u>  emphasise  again  the  splendid  help  whieli  Uds  gnil 

'>untry  is  giving  at  present  to  the  Allies  by  financing  Ibair  pw^ 

<oe  has  shown  that  the  eipeodilafes  of  war  have 

.  year,  the  different  nations  being  obliged  to  keep 

ice  in  their  financial  plans  with  the  requirements,  and  gradually 

a'  ^i<;ic8  to  the  development  of  demand.    The  United 

F  >  war  when  the  military  operations  in  Europe  had 

heir  full  swing  and  when  on  the  other  hand  financial  r»- 

&•  '         (O'eatly  exhausted.    This  government,  tbctelofe^ 

li '  ttinity  for  steady  and  gradual  developmeol  of 

iiancial  M  the  outset  this  country  had  to  faee  the 

r^Hiiy  oi  or^a:  '  >  national  military  mecbaninn  on  a 

:*  '[uate  to  pre84M  i  •i)ean  practices.    In  addition,  the 

)njuncture  irapoeed  the  necessity  of  undertaking  the  moat 
sive  f\'  ol  all  allied  countries. 

1  ted  States  was  thus  obliged  to  face  from  the  very  b^ 

iiuiing  an  annual  war  budget  of  over  twenty  billion  dollars,  tbos 
m  the  first  year  equalling  the  whole  of  the  expenditure  of  any  Eur^ 
pean  country  since  the  beginning  of  the  war.  A  financial  proMai 
ii8  thus  set  before  the  government  and  the  people  of  this  repuhBe^ 
which  both  in  magnitude  and  spontaneity  has  probably  never  bad  a 
precedent  in  the  history  of  state  finance. 

The  solution  of  this  problem  depends  not  only  on  the  abOHgr 

u  i»hip,  hut  roli<\M  to  the  grealert  extent  OB 

t^  opic  to  coiitrilnite  to  the  suoeev  of  Ibe 

king.     It  is  in  the  patriotism  and  in  the  rMdi- 

•  ased  taxation,  to  moderate  individual 

1  with  all  possible  means  to  the  appeal 

!  the  government  to  support  loans,  that  there  lies  ibe  possibiltty  ci 

iieoees.    It  is  the  united  effort  of  democratic  aetion  Ibai  it  da- 

101 
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manded  by  democracy  at  war.  It  is  the  sacrifice  of  the  people  of 
the  Tnited  States  to  the  great  cause  of  justice.  I  feel  that  I  should 
avail  myself  of  this  opportunity  to  pay  a  small  tribute  to  the  patri- 
otic exhibition  of  the  people  so  manifestly  exemplified  in  the  success 
of  the  liberty  loan. 

Russia  entered  the  war  in  August,  1914,  at  a  period  of  economic 
prosperity  which  followed  an  epoch  of  financial  and  economic  de- 
pression, caused  by  the  Japanese  War  and  the  subsequent  revohi- 
tioD  df  1905.  War  and  political  troubles  had  shaken  the  welfare  of 
the  country  by  imposing  heavy  indebtedness  and  by  disorganizing^ 
normal  activities,  but  the  resources  of  the  country  were  so  rich  and 
their  development  so  successful  that  in  the  seven  years  (1907-1914 
Russia  had  fully  recovered.  Still  more,  it  had  reached  an  unprec- 
edented state  of  welfare. 

The  Japanese  War  had  cost  Russia  about  three  billion  roubles. 
This  new  indebtedness  had  not  only  been  fully  "digested"  by  the 
country  but  it  was  possible  to  raise  the  state  budget  from  about  2. 1 
billion  roubles  in  1908  to  3.4  in  1913  and  it  should  be  remembered 
that  this  immense  increase  was  used  greatlyfor  cultural  purposes  and 
v^"^  y  did  not  necessitate  new  loans.  In  fact  for  several  years  before  th< 
^  "  present  war  the  budget  had  not  only  been  balanced  without  deficit . 

hut  the  Treasury  was  able  to  accumulate  from  the  surplus  an  emer- 
gency reserve  fund  of  about  five  hundred  million  roubles  and  in  addi- 
tion to  diminish  the  indebtedness  by  paying  ofif  about  two  hundred 
million,  thus  lowering  the  total  state  debt  from  9.05  billion  roubles  in 
IQlOto  8.85  billion  roubles  in  1913.  Avast  gold  deposit  accumulated 
in  the  Treasury.  On  January  1,  1914,  there  were  one  billion,  seven 
hundred  miUion  roubles  of  gold  in  the  vaults  of  the  state  bank,  the 
total  metal  reserves  including  foreign  liabilitiessurpassing  two  billion. 
The  Russian  gold  reserve  was  thus  the  largest  in  Europe,  the  British 
being  in  1915  about  eight  hundred  million  and  the  French  one  and 
one-half  billion  roubles. 

However  prosperous  were  the  general  conditions  of  the  country 
it  is  clear  that  all  the  normal  sources  of  revenue  were  inadequate  to 
meet  the  lequirements  imposed  on  the  Treasury  by  warfare, — and 
this,  although  the  war  in  the  first  year  did  not  actually  require  ex- 
oessive  disbursements.  It  is  most  interesting  to  follow  the  increas( 
of  the  cost  of  the  war  in  Russia.  During  1914  the  expenses  wero 
only  about  twelve  million  roubles  a  day.     They  reached  about 
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1!    i  ' :      lucreMxug  irom  tUjxty-liv«  lo  6ii^  miUioa 
]*[.-•  lit   KubiIa  ii  ffpendinR  about  fiftv^iv«  it%  mi%i^ 
million  roublee  a  day. 

The  low  expenses  of  the  first  year  ol  the  war  are  to  be 
by  the  fact  that  during  this  period  the  army  was  ustog  wai 
previously  accumulated,  and  forming  the  regular  eomplooMot  pco- 
.  isioned  in  the  mobilisatioD  plans.    On  the  other  haadt  due  lo  Um 
:  ichncM  of  Hui$8ia  in  viotuab,  there  had  been  at  thai  tima  no  sub- 
'  ial  rise  in  prices.    Deficiency  in  food  supply  wss  felt  only  late 
!  year  of  the  war.    It  was  one  of  tbe  ginalwt  mislalns 
.  ernment  not  to  have  introduced  food  lagnlaliQa  ^  lbs 
inning  of  the  military  operations.    How  fortunate  for  Udi 
adopted  a  policy  of  sane  riguktioo  at  the  ymy  ba- 
re.   The  expenses  of  war  inereaaed  in  BMasovs  ktar 
is  new  extensive  orders  had  to  be  placed  to  cover  defieiaMies  ia 
iinmunition  and  as  there  had  to  be  met  the  increased  cost  of  food, 
I  :iw  material  and  labor. 

Fo  cover  the  expenditures  of  war  extraordinary  financial 
'to  be  adopted.    Of  such  there  are  three:  (1) 

(2)  loans;  and  (3)  emission  of  bank  notea.    All  of  these 
thods  were  used  in  Russia  from  the  very  beginning  of  tbe 
war. 

Taxation.  It  should  be  remembered  that  at  the  very  begio- 
ning  of  military  operations  regulations  for  complete  prohifaitioo 
^vere  issued  and  the  sale  of  alcohol  and  vodka  suspandad.  This  fart 
iiad  the  most  beneficial  result  for  the  general  welfaie  ol  the  country 
:ind  was  of  the  grej&test  political  and  social  consequence*  But  at 
(he^same  time  it  caused  a  decided  "gap''  in  tbe  budget  eausuig  a 
!o6S  of  about  one  billion  roubles. 

Characteristic  of  the  situation  in  Russia  all  tbroughout  tbe  war 

iiadbeenthe'  "       reases  in  taxation  bad  been  only  a^wi 

sufficient  to  .     iditures  of  the  civic  bodgei.    At  tbe 

start  it  was  necessary  to  cover  the  deficit  due  to  tbe  iwispMiiinn  of 

'    of  vodka.    Later,  one  had  to  keep  pace  with  tbe  11 

ures,  and  this  notwithstanding  tbe  fact  that  tbe 

on  had  been  very  substantial.    All  taxes  wer 

'iidireot,  excises  and  duties  as  well  aa  the  levanues 

>|)olies.    In  some  cases  taxea  were  nearly  doubM. 

8  and  poetage  were  inoreaaed  26  per  cent.    N| 
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^^^mn  imposed — an  income  tax,  a  tax  on  war  super-profits,  etc. 
Comparing  the  budgets  of  1914  and  1917  we  find  that  566  million 
roubles  were  obtained  by  direct  taxation  in  1917  as  compared  with 
206  million  in  1914,  the  total  levy  of  taxation  amounting  to  2.1  bil- 
lion in  1917,  as  compared  with  1.24  bilHon  in  1914.  In  order  to 
appreciate  this  additional  tax  burden  one  should  take  into  account 
the  lo68  of  territory  and  the  extensive  reduction  in  the  number  of 
Uopayers,  due  to  casualties  amounting  to  many  millions  of  men 
during  the  bloody  first  period  of  the  war.  Further  taxes  have  been 
^poeed  since  the  revolution,  principally  in  the  line  of  direct  taxa- 
tion, and  the  civic  budget  increased  to  about  5.4  billion  roubles, 
which,  taking  into  account  the  elimination  of  the  vodka  revenue, 
means  an  increase  of  more  than  100  per  cent  on  the  budget  of  the 
pre-war  period.  I  wish  to  mention  at  this  time  that  the  country 
met  this  increase  in  taxation  with  a  readiness  to  sacrifice  and 
contribute.  The  war  was  exceptionally  popular  and  notwithstand- 
ing the  hate  which  all  people  had  for  the  old  regime  and  its  govern- 
ment, the  growth  of  taxation  was  met  without  murmur  and  with 
calmness. 

The  revenue  of  5.4  billion  roubles  is  to  be  confronted  with  a 
provision  of  4.8  billion,  representing  the  expenses  of  the  civic  budget. 

VThus  about  six  hundred  million  roubles  are  left  for  war  expenditures. 
But  this  amount,  however  great  from  the  point  of  view  of  a  civic 
budget,  is  insignificant  when  compared  with  the  annual  require- 
ments of  warfare,  which  amounts  at  present  to  more  than  twenty 
billion  a  year.  Other  measures,  therefore,  to  meet  the  necessities 
of  warfare  had  to  be  applied. 

.  Loans.  Already  during  the  first  months  of  the  war,  an  internal 
Moan  was  issued  for  an  amount  of  500  million  roubles.  It  is  an  in- 
teresting recollection  to  state  the  difficulties  which  the  government 
hacLto  face  at  that  time  when  raising  a  loan,  although  of  such  a  small 
total.  It  has  been  an  experience  of  this  war,  so  far  as  I  know  char- 
acteristic of  all  of  the  countries,  that  with  the  progress  of  the  war 
the  raising  of  loans  was  getting  more  and  more  easy  and  one  can 
surely  state  that  more  difficulty  was  encountered  in  raising  the  first 
500  million  roubles  in  1914  than  in  the  issuance  of  bonds  of  greater 

/i^vlotals  in  the  later  periods.     In  1915,  three  loans  amounting  to  two 

^'•iid  one-half  billion,  and  in  1916,  two  loans  with  a  total  of  five  bil- 
lion were  issued.    After  the  revolution  a  new  liberty  loan  was 
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'lunched  which  amounted  to  about  four  UUioo  roubln.    The  Mai 
'•nil  at  of  loans  exceeded  eleven  billion  and  In  addttioii«  ibori 
icatee  were  ianied  of  which  four  to  five  biUkm 
purchaaod  by  the  people. 

Internal  loans  were  followed  by  foreign  loan 

1 1)15,  when  extensive  orders  were  placed  in  foraign  eouiitries.    The 

suspended  Russian  exports  and  depr  <*  country  of  ao 

•    irh4e  balanoe  which  had  been  su^; ,^.  for  many 

<'ral  hundred  millions  of  active  balance  (iyrDio)»  tlie 
lui5  was  brought  to  a  passive  balaooe  (deficit)  of  mofe  than 
l>nii(!rn<{  millions,  and  in  1916  to  one  and  one-half  biUioiL    U 

y  impossible  to  covfitJBUch  extensive  foreigD 
iiib  ii»8ued  freely  on  the  market.    Finandng  oo  such  a 
:  be  operated  only  through  government  channels. 
This  fact  of  inter-allied  government  codperalion  in  finaiMiiig  ie 
lor  characteristic  feature  of  the  war.    In  1915  certain  ap«a> 

Ls  were  made  for  mutual  use  of  financial  facilities  by  Grsal 

Britain,  France  and  Russia.    These  arrangements  later  resulted  to 

formal  agreements  between  the  allied  governments  which  provided 

niis^iu  u  If  li  ^'ertain  ni(^"^^fy  g|l*^W^*^  IP  f Awiiyn  ^lyfhsngff  toco'vef 

of  fomgn  purchases,  conditioned,  however,  by  certain 

effect  that  purchasing  of  foreign  goods  would  be 

Old  competition  and  that  certain  regulations  should 

e  provided  for,  so  as  to  attain  an  efficient  and  practical  form  of 
ul  transaction.  The  total  amount  of  foreign  war  loans 
.  1915  was  about  five  billion  roubles.  Out  of  that  only  390 
IIS,  or  about  6)  per  cent,  had  been  obtaioed  through  loans 
1  on  a  free  market;  of  this  amount  one-half  was  loaned  by  the 
-  ...  cdSUtec. 

Summarising,  one  sees  that  about  sixteen  billion  roubles 
procured  during  the  war  through  long  hmij  inlernsl  and  U 
loans  and  about  fniijunilli^n  fmm  short  term  eertifieales.  This 
amounted  to  about  60  or  70  per  cent  of  the  actual  expenditures  of  tbe 
■var. 

It  proved  impossible  to  draw  out  more  funds  from  the  peopb 
ind  to  return  to  the  Treasury  a  higher  percentage  of  the  moneys 
6x|)eiided  within  the  country.  This,  to  a  great  extent,  was  doe  lo 
the  fact  that  a  considerable  amount  of  mon^  spent  has  bean  din- 
tributed  within  the  peasant  class,  the  small  cultivator  who  is 


196  TifE  Annalb  of  the  American  Academy 

cuiitomrd  In  i      •    '     '  nt<  .iiid  ofton  prcicrs  to  hold  liis  money  in 
•pcc-ic.      1  111-  Hi.  1.  .i>.   ni  iIh   u»alih  and  the  rate  of  money  holding; 
within  the  country  is  most  interesting.     At  least  80  per  cent  of  the 
kmr  expenditures  have  been  made  witliin  the  country;   as  a  result 
(the  people  during  the  war  have  become  tremendously  rich  as  com- 
Ipared  with  the  pre-war  period.    The  total  deposits  in  all  the  credit 
institutions  of  Russia  have  increased  from  5.3  billion  roubles  in  July, 
1914,  to  12.5  billion  in  January,  1917;  and  to  illustrate  in  particular 
the  increase  of  wealth  among  the  peasants,  one  should  recall  that 
the  deposits  in  the  savings  banks  have  more  than  don'  v  V     ^    ' 
as  I  have  said,  it  was  impossible  to  raise  all  the  money  ii 
credit  operations,  and  the  government  was  compelled  to  issue  bank 
notes.    This  measure,  however  undesirable,  is  in  most  cases  nc(  ( > 
sary  in  the  process  of  warfare.    All  countries  have  to  use  this  k 
source.    Great  Britain,  probably,  has  used  it  least  of  all,  France 

^  stands  in  between  and  Russia  has  used  emission  to  the  greatest 
measiu%. 

Issue  of  Bank  Notes,  Before  the  war  the  Russian  currency  wa8 
excessively  stable.  As  I  have  told  you,  the  gold  deposits  of  the 
state  bank,  the  only  emission  institution  in  Russia,  were  about  1.7 
billion  roubles.  The  emission  laws  permitted  an  issuance  of  paper 
money  to  an  extent  of  only  three  hundred  million  roubles  above 
the  gold  deposit.  In  fact,  under  existing  requirements  of  circula- 
tion, the  emission  law  had  never  been  fully  used;   the  amount  of 

/bank  notes  being  a  little  above  1.8  billion  roubles,  thus  being  guar- 
anteed by  the  gold  reserve  to  about  90  per  cent  of  their  par  value 
/  Since  the  beginning  of  the  war  the  emission  law  had  to  be 
changed  and  further  issuance  of  bank  notes  was  permitted.  These 
issues  were  made  by  the  state  bank  against  short  term  certificates 

^^  the  Treasiu^,  the  state  bank  formally  purchasing  the  bonds  of 

Ttfie  Treasury.  In  reality,  this  operation  represents  an  emission 
n  I  with  a  reduced  gold  reserve  and  of  course  resulted  in  an  in^&tion 
\with  paper  money  and  in  a  depreciation  of  the  value  of  the  rotible. 
The  total  amount  of  paper  roubles  issued  until  the  beginning  of  this 
year  exceeded  eight  billion,  thus  lowering  the  gold  guarantee  to  a 
great  extent.  The  inflation  of  the  country  with  paper  money 
ereated  a  great  depreciation  of  the  purchasing  power  of  the  mone- 

/  tary  unit,  such  depreciation  being  greatly  increased  by  the  fact  of 
an  acute  shortage  of  commodities. 
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"^'tit  lif '^  ^^  ftnmmftHiti#«  it  perhaps  the  outsUodiog  f«aUir»  id 

RumtL    The  — nrriiim  of 
i«try»  tuming  all  IIm 
i  munition  work  and  thus  reducing  the  pfodimjoii  of 
•     -    nd  the  market  d  every-day 
i  firtioles,  metals  and  all  kinds  ol 
iry  and  I  re  becoming  scarcer  and 

rageous  increase  of  prices,  hot  offsrad 

Ment. 

When  K(  ly  of  the  sacrifices  whidi  Russia 

-  ~w  enduring,  i  iv  n.ui  in  view  all  the  difficulties  of  lils 

.ntered  at  )<!  ue  to  lack  of  food,  erery-day  commode 

•«,  transportation,  etc.,  which  in  the  long  run  result  in  depri* 

'-  n  and  suffering.    The  inflation  of  the  currency  with  paper 

>  brought  as  a  natiiral  result  an  instability  of  the  exchange  rale 

the  rouble  on  the  foreign  markets.     I  would  like  to  meotioo  al 

'imc,  that  ^jift  pr*>v^^*"g  exchange  rates  on  foreign  markolB 

^liout  thaorar  in  no  way  correspond  to  the  actual  stale  of  Ike 

onoinic  and  financial  welfiup  of  the  country,  but  have  beeo  coo* 

itio^fid  (especially  lately)  uy  political  factors,  or  have  boeo  Ibe 

suit  of  the  inappropriate  financial  policy  of  the  old  govemmont. 

In  fact  the  exchange  rate  did  not  affect  the  actual  purchase  of 
—'"   -ipplies,  these  being  executed  by  the  govenuDOol 
nted  under  inter-allied  agreements.    The  ow*ham 

\  private  purchasee,  so  far  ss  these  were  ool  regulalod 
a  ny  moneys  obtained  though  governmental  loans.  Uo> 
> ,  one  must  admit  that  during  the  war  the  old  govoro- 
ment  had  not  taken  a  strong  policy  of  prohibiting  unregolalod 
imports,  and  thus  encouraged  all  kinds  of  private  financial  anraofs* 
mente  between  concerns  in  Russia  and  credit  institutions  abroad, 
particularly  in  America.    These  transactions  in  foreign 

)had  the  most  depressing  effect  on  the  value  of  the  rouble.     It 
be 


remembered  that  the  lack  of  conunoditiee  allowed  the  ii 
sell  at  exorbitant  prices  which  would  protect  him 
' '    'n?y»  in  providing  foreign  exchange.    Such  wore  the 

actions  were  accepted  under  preposterous 

I  ovisional  government  of  the  Russian  Republic  has  fortuaatoly 

ided  this  policy  and  has  adopted  a  strict  and  conlralisod  regu* 

of  imports,  thus  practically  excluding  the  poseihiKly  of  aay 
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pnvate  exchange  dealing,  which  under  the  present  conditionis  would 
lose  its  attraetivenees. 

I  have  presented  thus  far  a  short  outhne  of  finance  in  Russia. 
The  result  seemingly  does  not  appear  cheerful.  Due  to  the  inflation 
of  the  eurreney  with  paper  money,  Russia  is  undergoing  an  acute 
financial  crisis  which  is  completed  by  disorganization  in  transporta- 
tion, and  a  crisis  in  the  production  of  commodities.  While  the  total 
indebtedness  of  the  country  had  reached  about  forty  billion  rouble.^ 
in  1917,  the  debt  will  undoubtedly  increase  by  next  year  to  about 
sixty  billions.  With  a  shaken  financial  system,  and  a  depreciated 
value  of  the  rouble,  such  liabilities  seem  rather  depressing  and  the 
conditions  under  which  the  present  government  has  to  carry  the 
responsibihties  of  statemanship  and  conduct  the  great  country  in 
the  path  of  its  historical  destiny  seem  rather  discouraging.  Never- 
thdess,  I  am  not  afraid  to  expose  the  situation  openly  and  frankly. 
and  this  not  only  because  I  have  faith  in  a  policy  of  straightfor- 
wardness, but  also  because  I  face  the  situation  with  perfect  calm- 
ness having  the  greatest  confidence  and  hope.  The  financial 
difficulties,  which  Russia  will  have  to  meet,  are  similar  to  those 
•  which  will  have  to  be  faced  by  all  other  countries,  both  allies  and 

enemies. 

4  '     The  essential  feature  of  the  problem  of  the  financial  ecus* - 

^1^        ,        quences  of  the  war  hes  in  the  necessity  of  meeting  a  war  expendi- 

\U  ture  incomparable  to  any  normal  civic  budget.     It  is  this  financial 

^       '      burden,  which  is  comparatively  equal  for  all  the  great  powers,  which 

will  determine  the  future  financial  pohcies  of  all  countries.     Wher« 

\  r^  compared  to  this  main  task  it  will  be  a  factor  of  second  importance. 

whether  at  the  start  a  country  faced  a  favorable  situation  caused 

by  a  sane  and  systemiatic  policy  of  credit  operations,  or  will  have  to 

contend  with  a  shaken  financial  system  due  to  inflation.     However 

different  may  be  the  initial  conditions,  for  a  country  as  a  whole,  as  a 

certain  economic  unit,  the  main  problem  will  be  to  absorb  and  to 

heal,  in  the  process  of  economic  development,  the  incurred  bruises  of 

the  expenses  of  war. 

All  possible  methods  of  liquidating  the  consequences  of  war- 
fare do  result  in  raising  the  state  revenue.     Increased  state  revenue 
/j  involves  eventually  an  increase  in  the  amount  of  taxation  and  this 
\  means  that  a  greater  part  of  the  income  of  the  nation,  of  the  output 
of  the  national  production,  has  to  be  turned  to  the  state  for  disposal. 


\\ 
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Aa  it  18  impoMible  to  extend  the  prevure  of  Uuee  Above  a  eerteai 
reasoni^  amount  as  ^'^^^r'Tirt  T^^^  ^  n>ti^|i  ioeonie,  Uw  od|j 
way  to  solve  the  question  ia  to  amplify  the  national  procfciclkm  aa 
•uch.  It  ie  therefore  in  the  development  of  national  prodiietei«  ia 
the  expansion  ci  economio  activities,  in  the  growth  oi  the 
output,  that  there  lies,,  in  the  long  run,  the  sohiHon  of  the 
problems  imposed  by  the  consequenoes  of  war. 

When  determininK,  therefore,  how  a  country  will  be  able  to 

leet  the  future  situation,  consideration  should  be  given,  first  of  aB, 
to  the  possibilities  of  economic  development  and  to  the  prospeetaof 

II  increase  of  national  wealth.    This  is  a  pfoeess,  and  a  proesM  of 

tnsiderable  duration.    It  should  be  considered  aa  such  and  aay 
casional  occurrence  or  situation  should  not  be  overestimated.    Is 

lie  long  run,  in  the  process  of  liquidation,  the  eonditiooa  in 

•  >untry  can  change,  political,  economic  and  social;  it  is  the 
:d  possibilities  of  a  country  which  should  be  taken  into  account  and 
om  this  point  of  view  a  country,  feebly  developed,  has  even  a  eer> 
tin  preference  over  a  country  "economically  saturated,"  thai  is,  a 
ountry  in  which  the  existing  relations  between  natural  resources, 

and  general  conditions  of  economic  activities  have  reaehad  a 
^   iicture  of  intensity  to  exceed  which  is  not  permitted  by  the 
cneral  balance  of  world  competition. 

It  is  from  this  aspect  that  one  should  value  tin*  prr^nt  tiM.i!iri:i) 
tuation  in  Russia.    The  latent  riches  in  Russia  are  well  known 
V  country  of  practically  unlimited  territory,  bountiful  in  natural 
sources,  with  an  abundance  of  labor  provided  by  an  industrial 

•  lid  clever  population,  the  efficiency  of  which  has  been  hampered 
only  by  a  Uck  of  education,  a  country  of  excessively  low  economic 
"saturation,"  it  is  ready  for  the  most  spontaneous  and  inleoaive 
development     I  would  compare  Russia  to  a  youthful  organism, 

/promptly  healing  the  hea\iest  wounds  of  economic  and  potitical  dis- 
organization. 

One  should  recall  the  experience  of  the  short  peHod  balweaii 

the  two  wars  (1907-1914),  when  progress  was  brought  into  Russiaa 

'  0  establishment  of  the  t)uma,  the  first  national 

ution  in  Russia.    Of  course,  there  ean  be  no 

'tween  the  financial  problems  of  1907  and  those  of  1917,  bat 

'  i  remember  that  in  1907  Russia  was  the  only  European 

liich  had  to  deal  with  the  finanekl  eoosaquaneea  of  a  war, 
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I  recall  how  unsurmountable  seeined  to  be  to  the  people  of  Russia 
ilie  financial  problems  which  the  country  had  to  meet. 

To  illustrate  what  has  been  performed  during  the  last  decade, 
1  will  take  two  or  three  examples:  the  annual  production  of  pig  iron 
from  1904  until  1914  increased  in  Russia  from  180  to  283  million 
poods,  thus  giving  an  increase  of  60  per  cent.  The  production  of 
coal  had  nearly  doubled.  As  to  cotton,  only  sixteen  million  poods 
were  used  in  Russia  in  1906,  of  which  ten  were  imported  and  six 
produced  within  the  country.  In  1916  the  country  consumed 
twenty-eight  million  poods,  of  which  only  seven  million  were  iiu*^ 
ported.  The  joint  stock  of  the  banks  had  reached  632  millions  ii 
1916  as  compared  with  237  in  1910.  But  nothing  can  serve  betl 
to  evaluate  the  economic  development  of  a  country  and  to  show  its 
recuperative  abilities  than  the  rate  of  increase  of  the  state  budget. 
I  will  compare  for  example  the  growth  of  the  state  budgets  of  France 
and  of  Russia  for  the  last  fifteen  years.  If  we  take  1897  and  1912, 
that  is  a  period  of  fifteen  years,  we  see  that  the  state  budget  of  France 
has  grown  from  approximately  3.4  billion  francs  to  4.5  billion,  that  is 
about  30  per  cent.  During  the  same  period  the  Russian  budget  in- 
creased from  1.4  billio"  to  .'^0  billion  roubles.  That  is  an  increase 
of  210  per  cent. 

Therein  lie  the  healing  capacities  of  my  motherland.  You 
Americans  have  gone  through  a  period  of  economic  and  political 
depression,  when  your  country  seemed  on  the  verge  of  ruin  but  after- 
ward entered  upon  the  greatest  period  of  economic  development 
ever  witnessed  in  the  history  of  the  world.  I  mean  the  Civil  War, 
with  all  its  bank  notes,  the  depreciation  of  the  currency,  the  dis- 
organization of  regular  economic  activities,  and  the  ensuing  period 
of  unsurpassed  development  which  brought  this  great  country  to  its 
present  state  of  unlimited  wealth  and  unbounded  economic  capacity. 

Russia,  freed  of  the  tentacles  of  despotism,  free  from  restrictive 
and  prohibitive  legislation;  Russia,  literate  and  illuminated,  with 
complete  opportunity  given  to  individual  enterprise,  will  be  easily 
healed  of  all  the  wounds  and  sores  of  the  present  political  upheaval 
and  economic  crisis  and  will  settle  ift  the  firm  forms  of  a  democratic 
commonwealth  with  an  unprecedented  development  of  her  economic 
reeources.  The  experience  of  history,  the  knowledge  of  the  ^ ! 
aeter  of  the  country  and  of  the  spirit  of  the  people  give  ?"^' 
fideooe  and  faith  in  the  future. 


I'HE   FINANCIAL  E>'FORT  OF  FRANCE  DURING  THK 

WAR 

Bt  J.  Fbbdxric  Blocr, 

of  the  KrvDoh  Miniitiy  d  FIdmim,  PEnaiieiAl  Rnwiiaiin  of  IW 
F^tnefa  GotwniMoi  ia  New  York. 

The  financial  effort  of  France  during  the  war  is,  inik^d,  a 
I      t> ty  one.     In  order  to  properly  understand  it,  it  will  be  mtMtkm^ 
tu  obeerve  the  ooostant  increase  of  the  oredits  approved  by  FmH*- 
ment  siiiee  August  4,  1914. 
The  expenses  authorised  have  reached: 

1.  For  the  iMi  5  months  of  1014 .  $1 

2.  For  1915 

8.  For  1016 

4.  For  1917  (estimatad  approximAtely) . 


ToUl $19,\ 

This  is  without  countipg  the  advanoes  made  by  Franoe  to  some  of 


her  allies  aggregating  over  $1,100,000,000. 

France  has,  until  now,  met  these  enormoos  eharges  alaotl 

•  xrlusively  from  her  own  resources,  for  until  the  eotraooo  of  Ibo 

I  r  itod  States  into  the  war,  she  had  borrowed  in  foreign  eoMntfJM 

:ibout  $1,100,000,000  of  which  $400,000,000  was  in  the  Unitod 

this  last  amount  being  approximately  compensated  by  the 

mted  by  France  to  her  allies. 

i  h(^8e  figtuw  have  increased  since  America's  ootraooe  into  the 

w  "-  •   •-'••»)ly  owing  to  the  financial  assistaooe  whiefa  they  havo so 

h  'nded  to  us.     We  fully  appreeiate  it.    In  a  reeeol 

speech  tt  h  Minister  of  Finance  insisted  oo  the  iovalaabto 

militar}'  ticial  support  which  the  United  States  had  brooglil 

toourBo  And  I  know  he  was  speaking  00  behalf  of  the  wbob 

he  addressed  to  your  illustrious  Ptesidenl  and 

'^  r>eople,  the  tribute  of  our  admiralta. 

•e  people  and  their  weU-kaowD  tluift  has 

to  place  two  great  loans  whkb  bAve 

..ov.v,.  ^^,.;wt,,w^..,;^,w  ..„..cj},  and  to  find  in  a  regular  and  eo»» 

aoi 


v> 


..V- 
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tiouotts  manner  the  funds  neoeesary  for  the  operations  of  its  Treas- 
'l  ory,  by  a  daily  issuance  of  bonds  of  the  national  defense.  These 
bonds  can  be  bought  in  every  office  in  France  authorized  to  re- 
ceive government  funds,  particularly  post-offices  where  they  mv 
sold  over  the  counter.  The  bonds  are  sold  in  denominations  as 
small  as  100  francs  ($20.00)  in  maturities  of  one  year,  six  months, 
and  three  months.  They  are  widely  distributed,  every  one  buy- 
ing some  thus  making  use  of  all  available  funds.  It  is  estimated 
that  the  issuance  of  these  bonds  has  given  the  French  Treasury 
a  constant  source  of  revenue  which  has  not  been  less  than  an  aver- 
.  age  of  1,000,000,000  francs  per  month,  and  continues  to  be 
obtained  without  any  shocks  to  the  financial  market  and  without 
having  at  any  time  brought  about  a  crisis  or  a  tightening  of  the 
mopey  situation. 

\This  monetary  situation  rests  on  the  strength  of  the  credit  of 
he  Bank  of  France.  Organized  in  the  beginning  of  the  nineteenth 
(•entur>%  this  powerful  central  institution  has,  from  its  origin,  main- 
tained at  all  times  the  stability  of  our  fiduciary  circulations  and  of 
our  credit.  At  the  beginning  of  the  war,  the  general  mobilization 
had  brought  with  it,  for  a  time,  complete  suspension  of  the  economic 
life  of  the  countrj\  The  moratorium^  of  pommercial  paper  was 
declared.  At  that  time  the  Bank  of  France  found  itself  charged 
with  4,476,000,000  francs  ($850,000,000)  of  paper  thus  suspended. 
At  the  end  of  1916  that  amount  was  reduced  to  1,340,000,000  francs 
($250,000,000),  the  commercial  and  financial  activity  having  been 
practically  resumed  on  a  normal  basis  and  this  enormous  debt  liqui- 
dated. 
"  We  find  also  in  the  study  of  the  monetary  circulation  in  France 
a  strong  proof  of  the  patriotism  of  the  French  people.  At  the  begin- 
ning of  the  war  an  appeal  was  made  to  the  population  asking  them 
to  deposit  with  the  Bank  of  France,  to  aid  the  national  defense,  the 
gold  in  their  possession;  in  less  than  one  year  the  French  people 
brought  1,300,000,000  francs  of  gold  and  since  then  this  flow  of 
gold  has  not  ceased  to  increase.  It  exceeds  at  present  2,000,000,000 
of  francs,  and  after  three  years  of  war,  although  the  bank  has  had 
to  export  large  quantities  of  gold  for  the  purpose  of  covering  pur- 
chases made  in  foreign  countries,  its  gold  reserve  is  more  than 
^  5,300,000,000  francs  ($1,020,000,000),  showing  an  increase  over 
normal  times  of  peace. 


FufAMciAL  ErroBT  or  Fbawoi 

But  the  floating  of  big  lofinf,  lh#  iiMitiiot  of 
and  A  certain  inereaae  in  th«  lUoo  are  hmli  itinpo* 

Tary  means  of  meeting  esocpiiuuai  i^nuiuoni.  It  it  mmmuf 
ultimately  to  reeort  to  taxation  at  the  final  neaaa  of  nJHnlifni 
the  revenue  required  to  cover  the  inoreaaed  expeodituieab  frasee 
baa  made  large  appeals  to  taxation.  However,  eooditioMi  niiiietl 
by  the  state  of  war,  the  mobilisation  of  the  larfsr  pari  ol  ila  male 
population  and  the  invasion  of  the  national  territory  have  forced 
the  government  to  use  fisoal  sources  of  revenue  with  a  eartaln 
amount  of  care. 

It  must  not  be  forgotten,  in  order  to  fully  appreeiate  the  finain 

•  I  f  «^  >rt  of  France,  that  she  has  called  under  tlie  eolofi  appimo- 

7,000,000  men  representing  the  best  part  of  its  active  aad 

active  population,  and  that  one  month  after  the  dedarmtioo  of 

'^-  '  -^  *-mans  were  at  the  door  of  Paris.    The  vielory  of  the 

lod  the  invader  and  made  it  possible  to  reeooquer  a 

of  the  ground  temporarily  lost.    But,  even  now  several  of  the 

'"-'^nt^  of  the  north,  the  richest,  most  populated  and  the 

I  industrially  are  in  the  hands  of  the  Germans,  aad  in  the 

iiqucred  zone,  due  to  the  wholesale  destruction  committed  by 

nnd  due  also  to  military  necessity,  a  Ur^o  part  of  the 

in  found  unfit  for  agriculture  or  industry  and  it  has 

*'88ary  to  remove  a  part  of  the  population.    It  is  ittttmattffl. 

>  iiin  ui  any  exaggeration,  that  the  number  of  citisens  whoae  aeliv* 

ity  JR  lo9t  for  the  time  being  for  France  for  ail  these  reasons  is  al 

►0,000. 

'hstanding  so  many    unfavorable  eirctmiataBe«  aad 

o  energy  of  the  measures  adopted  by  the 

and  the  spirit  of  saorifioe  shown  by  the  entire  oountry,  the 

of  fiscal  revenue  of  the  state,  which  had  very  naturally 

> luring  the  first  months  of  war,  has  been  maintained  in  1915  at  the 

sum  of  about  $745,000,000;  in  1916  it  aheady  rsaehed  the  em  of 

$900,000,000   and   it   is  estimated   that  it   will   not  be 

$1,045,000,000  for  1917.^ 


>TaaBB  and  re¥«oue  other  than  diraet  taaaa  to  Jtne  SO, 

1917-4480,000,000,  or  for  the  year,  about . . 
New  direct 
War  profit 
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80  today,  while  the  energy  of  the  country  is  bent  towards  na- 
tional  drfenpe,  and  a  part  of  the  land — the  principal  Fource  of  wealth 
to  our  countr>' — ^is  not  cultivated  for  lack  of  labor,  the  taxes  collected 
in  France  represent  (after  deduction  made  of  the  men  mobilized 
and  the  population  of  the  invaded  regions)  a  charge  of  about  $36 
per  inhabitant.  In  1916  the  impost  and  revenues  of  the  federal 
government  of  the  United  States  represented  a  charge  of  only  about 
$9  per  inhabitant. 

In  order  to  maintain  in  time  of  war  at  such  a  high  figure  the 
V  amount  levied  by  taxation,  the  government  did  not  hesitate  to 
increase  certain  taxes  and  to  create  new  ones  which  have  been  ac- 
cepted by  the  public  without  complaint. 

War  Taxes  in  France 

1.  The  general  tax  on  incomes,  which  had  been  under  discus- 
sion in  Parliament  for  years  and  always  adjourned,  has  been  put 
into  effect  for  the  first  time  during  the  year  1 916,  and  the  rate  has 
been  increased  rapidly  to  10  per  cent  with  the  exception  of  certain 
reductions  at  the  base;  the  country  has  accepted  without  protest 
this  measure,  the  necessity  of  which  has  been  made  plain  by  the 
war. 

Other  new  taxes  created  are : 

2.  The  tax  on  war  profits  has  been  fixed  at_50  per  cent  of  the 
excess  of  profits  realized  since  the  war;  the  rate  of  taxation  has 
been  increased  since  September  30,  1916  to  60  per  cent  of  the  taxa- 
ble profits  over  500,000  francs  ($96,000).  It  is  proposed  for  the 
present  to  increase  the  taxes  on  this  last  class  of  profits  to  80  per 
cent. 

3.  Exceptional  war  impost  for  every  man  not  mobilized  includ- 
ing a  fixed  tax  of  twelve  francs  and  a  surtax  of  25  per  cent  added  to 
the  income  tax. 

4.  International  revenue  taxes  have  been  adopted  in  addition 
to  the  cu-stom  duly  on  certain  objects  which  were  previously  sub- 
ject only  to  import  taxes,  for  example  on  coffee  about  $7.50  per 
100  kilos,  cocoa  about  $4.50,  chocolate  about  $4.50,  tea  about  $7.50, 
colonial  and  exotic  products,  pepper,  cinnamon,  vanilla,  mineral 
waters,  special  drugs,  etc.  The  theaters  or  moving  pictures  have 
been  subjected  to  special ^taxes  representing  as  much  as  ten  cents 
a  teat  and  as  much  as  25  per  cent  of  entrance  charges. 


Financial  Erpoirr  or  Fkancb 

5.  An  entire  claM  of  oontributioDi  has  ben  doubled, 
mines,  carriages,  hones»  aiitomobitai»  billiards,  dofae  and  bitiiia. 

Articles  of  public  oonsumptiim  have  not  beeo  spaied  and  evM 
those  the  production  of  which  interests  partieularix  a  largs  part  of 
the  agricultural  classes  of  France,  as  wine  and  etdor»  hav«  basa 
subjected  to  heavy  surtaxes.  For  instance  taxes  on  wiaa  bav«  baas 
increased  to  fifty-five  cents,  on  cider  thirty- 
(about  twenty-two  gallons).  The  taxes  on  sugar  have  basa 
from  $6  to  $7.50,  on  tobacco  from  12  to  t8  per  kilo. 
alcohol  have  been  raised  from  (40  to  $75  per  bacioUtre. 

6.  The  postal  rate  for  the  interior  of  France  has 
from  two  to  three  cents.    The  postal,  telegraph  and 
tariffs  have  been  materially  increased. 

7.  The  special  tax  on  the  revenue  of  securities  baa  beei 
from  4  to  5  per  cent  and  on  foreign  government  bonds  and 
foreign  securities  from  5  to  6  per  cent. 

Notwithstanding  all  these  increasecl  charyas,  tbe 
feels  that  the  country  is  ready  to  accept  further  sacrifices  and  In  the 
budget  for  1918  the  Minister  of  Finance  oontemplatad  tbe 
of  new  taxes,  particularly  on  transportation, 
mercial  transactions  which  uill  nrnhililv 
(revenue  of  9230,000,000. 

It  is  necessary  to  note  before  concluding  that  tbe  fiaeal 
of  France  is  very  complex,  and  that  it  is  very  difficult  al  fint 
iio  find  what  percentage  of  their  revenue  tbe  French  people  pay  to 
the  state.  The  rate  is  certainly  very  high .  For  instance,  tbe  boldefa 
of  bonds  pay  a  large  special  tax  (stamp,  transfer,  5  per  eeot  imposi) 
which  amounts,  for  the  securities  most  widely  bald  by  tbe  pobiie 
(raihroad  bonds,  real  estate  bonds,  etc.),  to  about  16  per  eeot  oC  tkm 
income,  and  if  you  add  to  this  amount  tbe  new  general  ineoosa  tas, 
you  reach  a  total  of  25  per  cent.  To  this  amount  it  is  neeessary  to 
add  indirect  taxes,  customs  and  state  monopoly  wbiflb  aalsr  lor 
78  per  cent  of  the  total  of  government  reeeipta.  LMty,  looal  Inai 
(department  and  counties)  are  also  very  heavy  and  in  certain 
exceed  the  amount  of  direct  taxes  coUectad  by  tba  alala. 

It  is  not  to  be  wondered  that  our  popidalion,  many  oC 
have  been  so  cruelly  affected  by  tbe  war,  have  been  able  to  with- 
stand under  present  circumstances  such  heavy  fiaeal  ebaisai,  for  H 
must  not  be  forgotten  tbftt  the  wealth  saved  and  acewmnlated  for 
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80  numy  yean  by  the  agricultural  classes  and  the  tireless  spirit  of 
thrift  of  the  people  are  strong  guarantees  of  the  financial  resistance 
of  France.  Also,  the  industrial  development  which,  even  in  the 
midst  of  the  war,  is  covering  with  factories  regions,  until  now,  bare 
of  industo'i  gives  us  every  confidence  in  the  economic  development 
of  our  country  and  in  its  abihty  to  increase  its  financial  contribu- 
tion, which  will  have  to  be  done  in  the  near  future. 

For  the  task  is  not  yet  completed.  The  enormous  war  ma- 
chine that  has  been  set  into  motion  for  the  most  just  and 
righteous  cause,  for  the  defense  of  what  is  dearer  to  us  than  our  riches 
and  our  lives — our  honor  and  our  freedona,— this  machine  must  not 
stop,  it  will  not  stop  until  our  aims  are  obtained,  until  victory  and 
peace  are  ours.  It  will  need  more  efforts  and  more  sacrifices,  in 
men  and  in  money.     We  are  ready  to  make  them. 

Recently,  the  French  Minister  of  Finance  announced  that  a 
\,  third  war  loan  of  ten  billion  francs  would  be  issued  soon,  and  that 
new  taxation  would  be  necessary  to  meet  accrued  charges.  We  do 
not  know  yet  what  the  exact  conditions  of  the  loan  will  be,  we  do 
not  know  exactly  what  are  the  new  taxes  that  we  will  have  to  pay. 
But  we  know  that  the  loan  will  be  oversubscribed,  that  the  taxes 
will  be  wilhngly  and  gladly  paid. 

I  am  saying  this  because  it  must  be  known  that  the  whole 
French  nation  is  ready  to  do  its  duty,  economically  and  financially, 
while  its  sons  are  fighting  on  the  battlefields.  I  am  not  saying  it  to 
teach  the  American  people  an  example  or  a  lesson.  America  needs 
no  examples,  no  lessons.  You  have  already  given  the  proof  that 
your  patriotism  and  your  generosity  know  no  limit  and  that  no 
difficulty  could  deter  you  in  the  course  that  you  have  freely  deter- 
mined to  pursue — the  great  success  of  the  liberty  loan  has  won  the 
admiration  of  all.  It  is  the  result  of  the  most  powerful  and  efiUcient 
financial  organization,  built  in  a  few  weeks  by  the  genius  of  American 
financiers,  bankers,  merchants,  and  backed  by  the  patriotism  of  the 
whole  American  nation.  And  even  this  is  but  a  beginning  and  the 
rest  will  follow.  We  all  know  that  our  countries  will  continue,  on 
the  financial  as  well  as  on  the  military  field,  to  fight  shoulder  by 
shoulder  and  to  work  hand  in  hand  to  obtain  and  to  preserve  for 
the  whole  world  justice  and  Uberty. 


THINKING  IN  TERMS  OF  MONEY  THE  CAU8E  OF  MANY 
FINANCIAL  FALLACIES 

Bt  Basil  P.  BLACKrrr,  C.B., 
Of  the  BritMb  Ttmrnuy- 

1  took  a  solitary  walk  last  Sunday  in  Roek  Creek  Park,  aad  ■• 
I  walked  I  began  to  ponder  on  what  I  had  to  say  in  ihi*  paper. 
The  sun  was  warm  and  after  a  while  I  sat  down  by  the  bobbli^ 
stream  on  a  rustic  bench,  when  suddenly  I  saw  appro«duiic  ne 
one  of  the  famous  bankers  who  have  taken  senrioe  at  the  Trmiirj 
during  the  war.  The  fact  that  he  was  on  foot  has  made 
since  whether  it  was  a  dream.  Fortunately  I  refrained  from 
him,  for  just  then  there  appeared  from  the  opposite  dirsetioa  a 
figure  which  I  knew  somehow  to  be  King  Solomon.  He  wee  aol 
gorgeously  arrayed  and  was  evidently  war-«aving,  but  there  wte  ao 
mistaking  the  regal  presence  and  the  intellectual  brow.  My  frieDd 
the  banker — for  some  queer  reason  my  memory  fails  now  to  identify 
him  with  any  particular  one  of  the  several  eminent  benken  al  the 
Treasury,  so  that  in  a  way  he  seems  to  be  an  embodiment  of 
all — recognised  King  Solomon  at  once  and  called  joyfully  to  him: 

**  My  dear  King:  This  is  indeed  a  pleasure,  you're  JusI  the 
I  wanted  to  see.  The  perplexities  of  war  finance  and  the 
which  confront  the  United  States  Treasury  are  gigsntao.  We're 
^'O^OOO^OOOjOOO  or  more  in  a  year,  and  we  mmt  borrow 
:  ^^  ji>0,000  to  $15,000,000,000  in  the  next  eight  or 
months.  I  simply  don't  know  how  the  money  is  to  be 
A  're  dead  right,  King,  when  you  said  that  money  is  the  rooi 

.a-nl." 

"Good  friend,"  replied  King  Solomon,  "you  know  more  of 
banking  than  of  Scripture,  or  you  would  know  I  never  said  that.  I 
may  indeed  have  said  that  matrimony  is  the  root  of  aD  evil.  It  was 
in  my  own  case,  and  I  fancy  that  my  mother's  first  husband*  the 
TT  <  •  '•  .  must  have  felt  the  same.    But  let  me  suoest  to  yoa  a 

1  MI)  of  the  proverb  you  misquote.     It  is  this:  'Thinking  in 
of  money  is  the  root  of  most  of  your  evils.'    I  think  yoa 

»7 
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"Solomon  is  alwliys  right,"  replied  the  banker  with  a  bow. 
"Undoubtedly  our  problem  is  not  merely,  or  even  mainly  to  raise 
the  money.  What  we  want  for  carrying  on  our  part  in  this  great 
war  for  democracy  against  Tyranny " 

"Pray  do  not  consider  my  feelings,"  Solomon  interrupted, 
"I'm  a  strong  supporter  of  democratic  principles  now.  They  might 
not  have  worked  in  Jerusalem  when  I  was  there,  but  one  of  my 
reasons  for  meeting  you  today  was  that  I  hope  that  this  war  may  be 
the  means  of  bringing  the  blessings  of  liberty  and  justice  to  my  poor 
old  Jerusalem." 

"  No  oflFense  meant,"  said  the  banker.  "  What  I  was  saying  was 
that  when  we  say  we  are  asked  to  spend  $20,000,000,000  in  the 
first  year  of  the  war,  we  really  mean  that  we  have  to  secure  for  the 
use  of  the  United  States  government  for  war  purposes,  labor,  mate- 
rials, food,  commodities  and  services  such  as  those  rendered  by  sol- 
diers and  sailors  and  by  non-combatants  too,  in  all  sorts  of  ways; 
we  have  to  secure  goods  and  services  (to  use  a  convenient  short 
phrase)  which,  valued  in  terms  of  dollars,  represent  120,000,000,000. 
The  real  problem  is  not  so  much  to  find  the  money  as  to  find  a 
surplus  of  goods  and  services  to  that  amount  available  for  the  pur- 
poses of  the  government,  over  and  above  the  goods  and  services 
which  the  100,000,000  people  of  the  United  States  are  employing 
for  their  own  private  purposes.  That's  what  you  mean  by  your 
phrase  about  thinking  in  terms  of  money,  isn't  it?" 

"You  take  my  meaning  exactly.  And  what  I  suggest  to  you 
aa  the  only  possible  solution  of  your  financial  problems  is  that  you 
should  make  the  people  of  the  country  understand  the  state  of  the 
case.  None  of  them  understands  what  twenty  billions  of  dollars 
means.  You  yourself  probably  don't  go  much  beyond  visualizing 
it  as  the  figure  twenty  with  the  dollar  sign  before  and  followed  by  a 
comma  and  nine  ciphers  neatly  divided  by  commas  into  sets  of 
three.  Meanwhile  there's  one  of  your  friends  in  Wall  Street  who 
owns  common  stock  in  half  a  dozen  sound  American  concerns, 
valued  six  months  ago  at  market  prices  at  say  $1,000,000  and  now 
valued  at  $700,000,  who  thinks  he  is  ruined,  and  says  the  govern- 
ment has  ruined  him,  and  never  stops  to  reflect  that  the  stock  in 
question  represents  a  share  in  certain  real  things  such  as  buildijigs, 
machinery  and  raw  materials,  which  are  probably  not  less  valuable, 
and  possibly  more  valuable  (in  terms  of  money  at  any  rate)  than  they 


Thinkinq  in  TsRitt  or  Moitbt 

were  six  months  »go.    And  whmt's  wofte,  tooM  ot 
I  on  da  who  ought  to  know  better  feem  to  think  in  the 
way.     Others  cry  that  the  great  thing  to  do  b  to  keep 
Inting;  I>ecau8e  it  is  good  for  tnuie — ''hminwi  ai 

ople  cr>'  out  for  comicription  of  wealth  aa  a  eolution  of  all  trnnhlw, 

utf  if  a  houBe  in  Fifth  Avenue  or  a  bank  in  Chieago  eoiild  bo  piA  oi 

wheels  and  sent  to  France  for  uae  aa  a  tank;  or  the  FflmiqrhFMrfg 

Railway  Company's  tracka  could  be  torn  up  bodily  and  tranaporlad 

"  \mm  without  anyone  but  the  suppoaed  milliooairaa  who  ova 

i»eing  any  the  worse." 

If  you  believe  in  democracy  you  are  at  any  rate  not  a  Hoflialiil^ 
I         L;lad  to  see/'  said  the  banker. 

Don't  you  be  too  sure,  my  friend,"  rejoined  the  King.    "It 

fiends  on  definition.     But  to  continue,  the  thing  to  do  is  to  idbI 

'•of  this  country  to  understand  that  money  k  mmdj  a 

cognised  by  civilised  people  for  their  own  coowteiaa,  aa 

zing  the  owner  of  it  for  the  time  being  a  call  on  other  paopla,  the 

^  - '  '    to  work  for  him,  the  power  to  oooi- 

•  1  other  people  are  able  and  williag  to 

pply  in  order  that  by  receiving  a  reward  in  money  they  may 

i»mselves  have  command  of  what  they  need  for  their  daily  wutHm- 

ince  and  to  keep  a  roof  over  their  heads;  or  over  what  thfy  ikars  to 

tain  for  the  sake  of  comfort  and  luxury.     It  is  quite  easy — aa  soaa 

':  iends  the  Socialists  will  gUdly  explain — to  eooalniet  a 

i  state  of  society  in  which  money  would  be  aboliabad.'* 

No  doubt  it  is,"  broke  in  the  banker,  "but  would  it  work?" 

'!  not  exprees  any  opinion,"  was  the  reply.    **  But  does  not 

i  at  it  is  theoretically  possible  to  dispenae  with  money  provo 

:it  money  is  merely  a  mechanical  devise  and  nothing  more,  darised 

keep  a  machine  of  a  particular  eonstniction  in  eaay  working 

Icr?" 

\t  this  point  King  Solomon  took  a  watch  from  his  poekoi  and 
remarked  that  he  could  still  spare  a  little  time  longer  belora  atarliag 
off  to  advise  the  King  of  the  Arabians  on  military  mattes.  Ha 
suggested  that  they  could  continue  their  talk  more  eomforiaUy 
seated,  and  I  was  ilarmed  when  they  made  for  my  baneh, 

which  was  not  men !  i  lore  than  two.    Needlawly.  as  it  proved; 

r  in  spite  of  King  Solomon's  ample  proportions  the  amall  aaat 
oonmiodated  them  both  without  my  being  so  moeh 
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"  King/'  resumed  the  banker,  ''that's  a  fine  watch  of  yours,  but 
1  notice  you  wear  only  a  common  cord  as  a  chain/' 

"  The  watch  is  an  heirloom,"  Solomon  answered.  "  It  belonged 
to  the  Queen  of  Sheba's  grandfather,  and  I  could  not  get  a  tithe  of 
its  value  if  I  sold  it.  But  my  heavy  gold  chain  went  more  than  u 
year  ago  to  swell  the  gold  at  the  Bank  of  France,  and  I  gave  th* 
proceeds  to  relieve  the  Armenian  sufferers." 

The  banker  looked  as  if  he  would  like  to  pay  a  tribute  to 
generosity,  but  stopped  short;  no  doubt  from  a  sense  of  reven  i 
Instead,  he  resumed  the  discussion  with  the  words:  "You  do  not,  oi 
course,  suggest  that  we  could  or  should  supersede  money  in  arran^r 
inff  the  finance  of  the  war?" 

"Certainly  not,"  was  the  reply.  "But  keep  money  and  finan(< 
m  their  proper  place  as  useful  bits  of  machinery,  and  meanwhil( 
go  out  to  the  people  and  explain  the  facts." 

"That  is  a  big  undertaking,"  said  Mr.  Banker.  "Do  you 
think  it  is  really  worth  while?" 

"Surely,  surely,"  said  Solomon.  "If  you  want  to  accomplisli 
what  you  have  set  out  to  do  that  is  the  only  possible  method  in  thi- 
country.  In  Germany  there  has  been  no  need  to  explain.  Hie 
people  have  been  dragooned  into  saving,  if  only  by  the  Briti-h 
blockade  which  has  forced  the  whole  population  to  organize  itseli 
on  a  war  basis.  There,  everyone  has  to  serve  in  such  a  way  i\- 
Junkers  think  most  likely  to  help  them  in  conducting  the 
producing  all  he  or  she  can,  and  consuming  only  what  is  absolutel> 
essential  to  keep  body  and  soul  together,  and  sometimes  less.  In 
France  and  Italy,  and  to  some  extent  in  Great  Britain,  similar  neces- 
sity has  been  at  work,  and  this  has  been  reinforced  on  one  side  b\ 
continual  lessons  and  appeals  for  patriotic  self-denial,  and  on  th' 
other  by  drastic  legislation  prohibiting  the  import  and  manufactui  • 
of  anything  that  could  be  done  without.  Nearly  everyone  in  thesf 
countries  has  realized  this  truth.  Do  you  not  remember  the  Sonj: 
of  the  Pennies,  which  the  children  sing  in  England? 

With  five  pounds  the  cost  of  a  rifle 
Why,  what  can  a  poor  penny  do? 

And  then  the  chorus,  in  which  Sergeant  Shilling  joins: 

We  are  each  small  enough,  it  is  true; 
There's  little  a  penny  can  do; 
But  a  cartridge  to  fire  from  a  rifle 
Is  just  what  a  penny  can  do  I 


THnrKoro  or  Tnum  of  Mcwst  ftl 

All  over  the  world  the  children  learn  Uili  trath  al  oms.    LmI 

rifltiiutf  Mr.  Lloyd  George  received  a  letter  from  Ariaona  wUab 

i  '  ige  air,  Peggy  ia  eight  and  baby  is  fiTe»  and  I  am  tao,  and 

ike  theae  five  dolhuv  to  be  uMd  to  give  lome  of  the  poor 

•  ople  in  England  a  happy  Chriftmaa."    There  waa  a 

'rem  their  mother:  "This  ia  entirely  their  ova  idiib 

ve  them  a  doUar  each  to  buy  tbamselvai  CMMMa 

I  id  they  have  saved  the  other  two."    And  next  to  the 

'ng  girls  have  been  the  quickest  to  leani.    Tba 

ii,  the  midinette  of  Paris,  the  munitaoo  worker  la 

r<don  have  been  among  the  first  to  see  how  they  can  help.    Each 

them  has  worked  harder  and  earned  money,  not  to  spend  oa 

elf,  but  to  lend  to  her  country,  so  that  the  government  may  have 

wherewithal  to  buy  cartridges  and  hand-grenades  to  ptotaet 

■  their  boys  at  the  front.    Many  of  them  have  ^HfttlftiHt 

that  the  money  they  lent  to  the  nation  cane  baak  to 

t  o  pay  for  the  cartridges  they  were  making,  and  that 

^  >n  themselves  they  were  setting  labor  and  mal^ 

d  to  help  on  the  war.    Do  you  remember  tke 

ter  advertising  the  British  War  Savings  Certificates?    "One 

'I  and  twenty-four  cartridges  for  15s.  6d,  and  your  monagr 

ith  compound  interest!" 
"  Yes,"  said  the  banker,  "I've  seen  spedmeoa  of  that  poster, 
aiid  it  certainly  concentrates  the  appeal  for  savingi  into  a  very 
compact  and  alluring  sentence.  We're  thinking  of  issuing 
thing  on  the  lines  of  those  British  War  Savings  Certificates 
An  admirable  plan ' '  was  Solomon's  comment.  ' '  I 
Theee  hectic  liberty  loan  campaigns,  whiriwind  weeks  daring 
which  every  art  is  employed  to  make  everyone  eat  and  drink  and 
Irork  and  pUy  and  dream  to  the  tune  of '  Buy  a  Bond'  are  wonderfal 
•vents,  and  by  the  way  I  must  congratuUte  the  Treasury 

u  on  its  remarkable  achievements  this  last  month.    But 
Bampaigns  have  their  disadvantages." 

"That's  so,"  said  my  friend  the  banker,  with  eonviolion. 
'They  use  one  up  terribly  and  they  upset  the  market  a  good  deal.'* 
"I  was  not  thinking  so  much  of  that,"  answered  King  Solo- 
Hon.  "You  mention  aome  of  the  objections,  but  the  main  disad- 
lantages,  to  my  mind,  are  that  they  enoourage  people  to  think  in 
arms  of  money,  and  as  soon  as  the  campaign  is  over  people  aaUie 
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down  to  their  old  habite  of  extravagance.     What  I  like  about  the 
War  Pavings  Certificate  is  that  the  campaign  goes  on  continuously 
and  involves  something  deeper  than  a  passing  emotion.     People 
get  the  habit  of  daily  saving  and  the  incentive  to  go  on  saving, 
because  there  is  always  a  form  of  war  loan  which  they  can  buy,  and 
there  is  no  temptation  to  l^orrow  money  to  subscribe,  and  tho" 
forgetfulness  to  save  to  pay  oflf  what  was  borrowed.     But  my  tii 
is  nearly  up.     I>et  me  tell  you  a  story  before  I  go.     You  remember 
the  victory  loan  campaign  in  Great  Britain  last  January  and  Feb- 
ruary, when  $5,000,000,000  of  new  money  was  raised  (after  two 
and  one-half  years  of  war)  quite  apart  from  the  fact  that  some 
$1,500,000,000  to  $2,000,000,000  of  three-  to  five-year  bonds  were 
converted  into  long-term  loans.     (I  must  begin  by  apologizing  for 
the  misuse  of  language  in  this  story.     It  arises  from  a  habit  I  have 
of  accurately  reproducing  conversations.)     One  evening  Robinson, 
a  war  loan  worker,  was  sitting  in  his  club  after  a  hard  day's  work, 
when  an  acquaintance  of  his,  Smith,  came  up  and  introduced 
third  man,  Jones.     Robinson  knew  Smith  to  be  on  the  stock  • 
change  and  gathered  that  Jones  was  also  a  member.     He  kn 
nothing  of  their   monetary  position.     The   talk   soon   turned  to 
the  war  loan  and  Smith  remarked  that  he  had  not  made  up  h-^ 
mind  yet  what  he  would  do.     He  had,  he  said,  taken  £10,000  of  i 
four  and  one-half  per  cent  war  loan  in  July,  1915,  and  been  badly 
stung — a  slang  term  which  implies  that  his  investment  had  not  been 
wholly  satisfactory.     So  I  judge  from  Robinson's  rejoinder,  that  a 
man  who  had  invested  in  that  loan  had  no  need  to  complain,  as  be 
could  now  convert  it  into  the  new  loan  on  very  satisfactory  terras. 
'Yes,  I  know,'  said  Smith,  *but  I  got  so  sick  with  the  way  the  bally 
thing  fell,  and  the  idiotic  government  did  nothing  to  help,  that  I 
sold  it  and  bought  some  American  rails,  and  now  the  robbers  n-^' 
commandeering  these;  and  I've  two  sons  at  the  front,  too.    Thei 
no  gratitude  in  these  confounded  politicians.'     By  this  time  Rob- 
inson was  fairly  roused  and  he  proceeded  in  half  an  hour's  patior* 
exposition  and  exhortation  to  give  a  masterly  display  in  securing 
difficult  subscriber.     In  the  end  Smith  seemed  deeply  impressed. 
'I  never  saw  it  in  that  light,'  he  concluded,  'and  I'm  hanp    '  -^  ^ 
won't  take  £50,000.     I'll  have  to  borrow  the  lot  at  my  ha. 
and  I've  an  overdraft  already,  but  from  what  you  say  I  think  i  <■ 
square  them/ 


Thinking  m  Tnin  or  MoirsT  ni 


"All  thui  time  Jones  luul  Mud  little,  tboogh  ha  had  Minimi  lo  be 

teniriK  attentively.     Fluftbad  with  hie  euoeeH  with  Siniih,  Rob- 

nedtoJonee.    But  he  could  ipil  aolhttg  aora  oyi  of 

:  he  had  eoMidered  all  the  maaat  aTaibble  to  him 

^1  had  reluotaotly  decided  that  he  could  not  aubt^ 

*'^ix  montha  later  in  the  aame  club  Smith  aad  it^Mftf^fi  ami 

liin.    '  Vou  made  a  fine  fool  of  me  that  night,'  eald  Soilb.    *2mA 

'  me  tell  you  what  a  meai  you  got  me  into.    I've  had  the  noel 

^  my  life  today.     I  was  offered  a  half  ahare  in  a  pari* 

flop  a  new  ruby  mine  'somewhere  in  Asia.'    It'a  the 

of  a  hfetime.    Only  £100,000  wanted.    Wo  eaa'i  float  a 

.11  ./.  ..  .1^    war  because  this  sickening  fovemmeot  woa'i 

capital  unless  it  ehoossi  in  iu  wMooi  to 

A  ill  help  to  win  the  war.     Well,  I  said  I  wos  oo,  aad 

1  >  my  bankers  to  arrange  thingi  when  the  ouoagsr 

9n-  rry  but  be  couldn't  increase  my  overdraft,  aad  had 

aggest  that  I  ought  by  now  to  have  paid  off  some  of 

to  take  up  your  blessed  loan.    He  woukin't  lead 

of  my  other  securities  without  being  told  what  I 

lilted  it  for, :  n  1  told  him  he  said  that  the  bank  could  not 

was  to  go  abroad,  or  for  a  purpose  whieb 

necessary  for  winning  the  war.    And  thea, 

t  with  these  inBulte,  he  proceeded  to  suggast  that  people 

I  smaller  means  than  mine  had  succeeded  in  paying  off 

ums  borrowed  for  subscribing  to  the  loan,  and  would  1 

consider  the  matter  seriously.    I  was  so  angry  that  1  told 

vwir  loan  for  what  it  would  fetch  and  bo  doae 

t  it,  he  said,  but  if  I  was  reaOy  dalermioed  to 

}{et  that  we  were  at  war  it  was  probably  the  best  thing  I  eoald 

liy  this  time  1  was  so  infuriated  that  I  said  1  would  dose  my 
•  cunt  and  find  a  bank  where  the  managers  were  geotlemeo,  or  at 

tauffht  to  behave  like  gentlemen.    I  went  straight  across  to 

.  nd  Brown— you  know  the  bank.  Well,  I'm  hanged  if  Brown 
In't  tell  me  that  he  thought  my  bank  had  bean  rsmarkably  pa^ 

^    t  in  any  case  he  could  not  help  me,  as  the  liOodoa  baaks 

1  not  to  take  customers  from  one  aaolbar  if  the  reasoa 

r  the  change  of  (bankers  was  that  a  oustooMr  bad  failed  to  fi* 

commodation  for  a  purpoae  which  was  obviouily  aoi  useful  lo 
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the  war.    So  here  I  am  absolutely  dished.     I've  had  to  say  I  can 
go  half  aharee  in  this  show,  with  the  result  that  the  whole  thin^^ 
off.     I've  quarrelled  badly  with  my  bankers,  and  altogether  I'm  ii: 
a  fix.     Coal's  a  staggering  price  and  I've  just  added  two  new  palm 
houses  to  the  glass  I  have  to  keep  going.     I've  two  sons  in  the  army, 
and  I  might  at  least  claim  that  amount  of  luxury.     Incidentally 
I've  only  managed  to  keep  my  head  gardener,  who  thinks  he  ought 
to  enlist,  by  threatening  to  turn  his  wife  out  of  his  cottage  if  he 
does.     He's  forty-five  and  has  two  sons  at  the  front  and  ought  to 
be  ashamed  of  himself;  and  with  the  wages  I'm  paying  him  he's  a 
regular  millionaire.     Why  he  told  me  he'd  got  over  sixty  War  Sav- 
ings Certificates  now.     Well!  you  deserved  this  tirade,  you  know 
as  you're  the  scoundrel  at  the  bottom  of  it  all.     I  must  be  off  no\\ 
aa  my  son's  coming  up  from  Aldershot,  and  we're  going  to  pain 
the  town  red  to  drown  our  troubles.     So  long.' 

*' Scarcely  had  Smith  gone,  when  Robinson  saw  Jones  approach- 
ing.    He  tried  not  to  be  seen  as  he  thought  that  he  couldn't  be.: 
to  talk  with  another  of  his  failures  that  day.     But  Jones  made  lu.^ 
way  quickly  to  him.     'Hullo,  Robinson,'  he  began.     'I  suppose 
you're  not  particularly  anxious  to  renew  my  acquaintance  after 
the  way  I  met  your  war  loan  appeal.     The  fact  is  you  made  me 
feel  thoroughly  mean  that  night  but  I  couldn't  help  myself.     I've 
something  better  to  tell  you  today,  and  that's  why  I've  ventured 
to  speak  to  you.     I'd  have  liked  to  do  it  before  but  I  didn't  have 
the  courage.     The  fact  is  I  used  to  have  a  pretty  good  business  in 
the  American  department  of  the  stock  exchange,  but  that's  gon 
altogether  because  of  what  the  government — quite  rightly,  of  cour^^ 
— had  to  do  about  American  securities.     Then  just  when  I  wa 
hoping  to  get  our  house  let  so  that  we  could  move  into  a  cheapc 
one,  our  two  boys  got  killed  on  July  1, 1916,  the  first  day  of  the  Battl 
of  the  Somme.     The  shock  was  too  much  for  Mrs.  Jones  and  sli 
had  a  complete  nervous  breakdown,  and  we  had  to  have  two  nurst 
in  the  house  and  no  end  of  expense  for  special  treatment  and  spi 
ciaUste — though  I  must  say  my  doctor  has  been  a  brick  about  hi 
own  account.    The  result  was  that  last  February  I  had  got  rid  of 
practically  all  my  capital  except  the  4 J  per  cent  war  loan  I'd  bon<^^'» 
and  I  bad  an  overdraft  of  nearly  t'600  at  the  bank.     I  was  e.i ! 
something  at  the  Ministry  of  Munitions  where  I  had  got  a  r 
oseftil  job.     But  I  had  refused  to  take  anything  much  by  wa^  ^. 


Thinking  nf  TnniA  or  MojfSY  Sli 

'  ir\  when  I  had  enoush  without  and  I  didn't  think  it  hir  lo 

tintry  pay  beoauM  of  my  new  troublaa.    Thank 

te  easy  now.    My  wife's  reoofwtd.    Wa'vt 

>nis  in  our  houae,  and  my  wife's  as  happy  as 

Having  for  the  sake  of  the  other  mother's  sons.    8he's  a 

n,  though  I  si^  it  that  shouldn't.    And  yoo've  no  idsA  how 

I  is.    The  wife  got  ptaoss  for  two  of  the  maiiki  at  the  oMorf- 

i\B  factory  near  us  and  sometimes  they  drop  in  to  tea  wttk  m  oo 

and  tell  us  about  their  work  and  talk  of  what  thsyH  do 

war's  over.    Did  I  tell  you  that  the  wife's  iwomheit  to 

ve  them  back?    And  the  kitchen  maid's  working  as  eooduetor 

'  he  omnibus  company,  and  she  and  I  have  a  chat 

1  happen  to  come  down  to  work  on  her  'bus.    Well,  the 

it  all  is  that  I've  paid  off  the  bank  overdraft  and  they've  lent  me 

:>  to  buy  £500  of  your  war  loan  in  the  market,  and  that's 

.  paid  off,  and  all  of  us,  Mrs.  Jones  and  our  old  ssrvaata  and  I, 

'  members  of  a  War  Savings  Association  in  our  neighborhood  and 

re  piling  up  War  Savingn  Certificates.    So  I  feel  that  I  eaa  look 

1  in  the  face  again.     ...     Eh  well,  so  long!    It's  good  oC 

u  to  say  such  nice  thines  of  our  small  efforts,  but  we're  really 

'iolp,  you  know.' 

1  neon's  effort  to  restrain  JoneD  from  fi>ing  from   his 
lises  proving  vain,  he  sat  for  awhile  and  pondered  on  the  two 

OS. 

*'  But  I  need  not  tell  you  his  conclusions.*    I'm  afraid  my  story  •» 
her  long  already,"  said  Solomon.    "And  now  I  fear  I  must  hurry 


*Ab  Mitbtf  King  Soloiiion  nor  the  banksr  ittplafaied  the 
wn  from  the  two  eases,  I  do  to,  though  with  difBdenee.    I  euppoie  thejr 
something  like  the  following: 

Smith  had  at  best  mera^  put  his  own  and  his  baate's  ersdit  at  Iks 
'  he  goTemment  on  false  pretences  for  a  few 

h  as  Jones)  bad  been  able  to  build  up  new  m' 
oft  when  Smith  sokl  his  loan.    More  probably  he  had 
to  find  £50,000  in  June  to  wipe  out  (bjr  meaae  of  the 
ition  fund)  the  fictitious  credit  based  as  it  proved  oa  no  raal  g 
ices,  which  Smith  in  a  moment  of  shallow  emolinn  had  aPoaed  tk 
it  to  build  upon. 

On  the  other  hand,  Jones  in  six  months  had: 
Sa\-ed,£600  to  repay  his  bank,  thereby 

Setting  goods  and  serriees  to  that  amount  free  for  the  guisiamsBt 
Undertaken  to  save  a  further  £500  and  abeady  saved  part  of  H 
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off  or  I  shall  be  late  in  Arabia.  The  connections  are  not  good,  1 
find,  in  these  days  though  I'm  glad  to  say  that  Beersheba  Junction 
is  open  again.    Goody-bye,  my  friend.'' 

And  with  that  he  vanished,  and  the  banker  somehow  disap- 
peared too.     But  I  noticed  that  a  fly  leaf  had  dropped  from  Kim 
Solomon's  pocketbook,  and  when  I  picked  it  up  I  found  it  covert 
with  all  sorts  of  odd  sentences  in  a  minute  handwriting,  of  whii 
I  quote  a  fcv 

"He  that  gaiiiereth  not  scattereth  abroad." 
^  "  Every  dollar  saved  helps  twice,  first  when  it  is  saved  and  agai?) 

t    when  it  is  lent  to  the  nation." 

\        **  Millions  in  the  belligerent  lands  have  for  the  first  time  an  oppn' 
t  unity  of  laying  by  a  little  capital.     It  is  the  chance  of  gencni 
Will  they  not  take  it?    They  help  their  country  and  them.-, 
by  saving." 

"If  man  would  but  learn  the  duty  of  right  spending,  ho  wouli 
iearn  the  greatest  pleasure  in  the  world." 

There  were  other  sentences  also  which  I  did  not  decipher.     Bu 
I  particularly  noticed  that  on  each  side  of  the  fly  leaf  there  w.i 
printed  in  red  letters  a  sentence  which  evidently  appeared  in 
similar  place  on  each  leaf  of  the  note  book  from  which  it  came,  an 
the  sentence  was  this: 

"Where  there  is  no  Vision  the  People  perisheth." 


4.  Lent  the  £500  to  the  government  for  war  purposes  on  the  security  < 

his  intention  to  save,  backed  by  the  bank's  credit,  thereby 

5.  Giving  the  government  command  over  goods   and  servicw  to  the  full 

extent  to  which  the  self-denial  of  the  Jones  family  was  setting  goorl 
and  services  free,  and 

6.  Had  evidently  been  exercizing  an  untold  influence  for  good  in  aiding  other 

to  find  fit  places  in  a  nation  organized  for  war. 

B.  P.  B. 


THK   FINANCIAL  PROBLEMS  OF   ITALY 

Bt  F.  Quattkonb, 
SMNtary,  Higb OiMMJiiiniiH  oC  iiaJy. 


In  Anicrica't  social  orsaoisation,  which  it  bated  upoo  indi- 
vidiml  lil>erty  and  in  which  every  economic  enierpriee  hat  had 
cHpital  as  iU  basis,  all  energy,  all  means  of  productioo  have  alwagn 
been  concentrated  in  the  most  appropriate  way,  and  the  entire 
"vailable  capital  has  always  been  employed  in  the  most  inleiiihra 
iiinner. 

The  country's  very  large  production  and  the  wide  exteot  of  its 

ide  ha\  c  produced  enormous  wealth.    Thus,  when  the  fupreaM 

oiDont  of  decision  arrived,  this  wealth  converged  towards  the 

tiou  of  great  democratic  and  humanitarian  ideals,  which  are 

<    of  President  Wilson's  policy,  and  other  currents  of  captial 

t^  ^irds  the  success  of  your  liberty  loans,  in  order  thai  your 

t  might  be  placed  in  a  position  to  take  a  powerful  part 

f:<...  rj  the  financial  problems  of  its  European  allies. 

U  this  great  and  strenuous  task  whieh  Ameriea 
18  undertaken,  there  are  required  men  who  can  face  a  superhuman 
^^ork  of  preparation  to  overcome  the  greatest  difficulties.  Men  of 
strong  fiber,  intelligence  and  endurance,  able  to  give  impulsive  foree 
the  new  course  that  the  finance  of  the  United  States  haa  been 
vailed  upon  to  take.  America  has  had  these  men  and  it  ia  now 
with  respect  and  emotion  that  I  mention  the  names  of  William  G. 
^i  nd  Oscar  T.  Crosby.    Only  through  the  activity  of 

tut.  ...v..  and  that  of  all  of  their  coadjutors,  has  the  United 
l)een  able,  up  to  the  present  time,  to  grant  to  the  ADiea  a  loan  el 
$2>:)  1 ,000,000,  while  the  second  liberty  loan  has  alao  proved  a  grsal 
success. 

What  are  the  economic  difficulties  of  the  Allies?  What  are 
Italy's  sufferings?  \Miat  are  we,  ourselves,  in  this  ealaflljam  whieh 
^  Hs  turned  the  world  into  chaos?  Let  us  have  a  broader  vkioo  of 
is  war.  What  matters  most  is  that  dviliiation  might  be  recon- 
structed, and  that  the  world  might  be  reorganised  for  the  mum  of 
liberty,  justice  and  peace. 

217 


218  Thb  Annals  of  the  American  Academy 

The  Allies  are  concentrating  all  their  efiforts;  Italy  stands  now 
in  the  finit  line  ready  to  endure  with  incredible  sacrifices  of  abnega- 
tion the  mo«t  trcmendouB  attack  of  the  Austro-German  forces.  But 
notwithstanding  these  conditions,  wc  feel  sure  that  in  the  end,  the 
unity  of  Europe  will  not  be  formed  under  the  heel  of  the  junker, 
and  then  America  will  reaUze  the  part  played  by  her  in  the  unity 
of  all  democratic  Europe. 

Let  me  say  a  few  words  about  Italy.  I  shall  confine  myself  to 
financial  matters.  The  financial  situation  contains,  often  in  itsc  If. 
virtues,  sacrifices  and  the  destiny  of  a  nation — and  this  is  the  trwi 
case  with  my  country.  At  the  outbreak  of  the  war,  in  order  to  meet 
with  the  enormous  requirements  of  her  army  and  navy,  Italy  marlo 
appeal  first  of  all  to  internal  savings:  four  internal  loans  have  Ix  (  n 
floated  for  the  amount  of  four  billions  francs,  and  this  the  entire 
nation  has  answered  unanimously.  But  loans  are  not  sufficient  to 
keep  up  the  needs  of  a  nation;  they  must  be  supplemented  by  a 
constant  flow  of  other  revenues.  From  this  follows  whHt  we  call 
"fiscal  policy,"  or  in  other  words  "system  of  taxation." 

In  normal  times,  prior  to  the  war,  we  had  direct  taxes  on  land 
and  properties,  income  taxes,  taxes  on  business  transactions,  on 
the  manufacture  of  the  most  important  and  indispensable  products 
(as  sugar,  oil,  bicycles,  motorcycles,  automobiles,  alcohol,  beer,  gas, 
electricity,  etc.),  customs  house  duties  and  maritime  charges.  We 
had  a  monopoly  of  tobacco,  salt,  postal  facilities,  telegraplis  and 
telephones,  and  the  government  took  over  the  management  and 
control  of  the  entire  system  of  railways  together  with  certain  steam- 
boat lines  between  the  continent  and  the  islands  of  Sardinia  and 
Sicily.  The  collection  of  all  these  revenues  wisely  managed  was 
sufficient  to  cover  the  enormous  expenses  sustained  by  the  state 

How  many  other  sacrifices  have  been  undergone  by  capital, 
property  and  Italian  labor  on  account  of  these  high  national  aims.' 

I  repeat  that  the  financial  situation  of  a  people  sometimes 
reveals  great  virtues:  I  can  tell  you  that  the  payment  of  fiscal  con- 
tributions in  my  country  is  a  sentiment  of  duty  as  deep  as  religion. 

When  the  war  broke  out  the  Itahan  government  could  not  do 
otherwise  than  to  take  recourse  again  in  its  most  secure  sources  of 
revenue.  New  sacrifices  have  been  asked,  much  heavier  demands 
have  been  made  on  the  old  revenues,  increases  in  the  prices  of  all 
monopolized  articles  have  been  appUed,  postal,  telephone  and  tele- 
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graph  ratM  abo  hA^  been  ioereaeed;  railway  farilitiei  hswv  be«i 
curtailed;  while  new  fovernmeot  mooopoUea  \mr%  bean  nrwied, 
such  aa  the  mAoufacture  oC  roaUbei,  pli^ying  earda,  aod  raeMllj 
the  manufaoiure  of  ahoea. 

All  of  the  exiating  Uxea  for  the  manufaelura  ol  the 
peneable  and  important  artiolea  have  been  raiaed 
Uvxea  have  been  impoeed  on  thealera,  moving  pieturea, 
driving  horaea,  oarriagea  and  aervante.  The  whole 
lui;t4Hl  by  the  Italian  government  during  the  fieeal  year  1(^1^1017 
rvnrhoA  the  figure  of  8»2a7,226,394  lire  againat  1  ^^^^  ^'^  U7  lire 
CO  luring  the  fiaoal  year  1914-1015. 

nig  theae  facta,  our  ayatem  of  iaxatioo  had  lo 
^..v.  ^ual  full  of  aignifioanoe  and  raaulta.    It  waa  nioea 
ly  govcmnicnt  to  deal  aleo  with  exoeai  war  proto  aod 
iiistriea  created  by  the  war  a  new  aooroe  of 

..  limit  haa  been  put  to  the  enrichment  of  thoae 

A  proiite  out  of  the  war  induatriea.  A  new  tax  haa 
and  conaequently  from  60  per  cent  to  80  per  cent  of  the  pcofila  of 
the  Italian  manufacturers  and  merchanta  ia  paaaing  from  them  into 
the  Italian  Treaaury. 

Later  the  extraordinary  emergenciea  of  the  war  have 
.  aa  France  and  England,  to  avail  ouraelvea  of  the  loana  of 
inted  by  the  United  SUtee. 

My  country,  which  haa  almoet  six  million  aooa  in  the  war,  ia 
r  country  of  labor.  Labor  ia  the  force  which  createa  and  aug- 
•  nt«  national  prosperity.  Many  of  you  who  have  travelled  in 
ily  in  times  of  peaoe  were  attracted  by  the  beau^  of  the  laod- 
^^pe,  by  the  ruins  of  our  ancient  civilixation,  but  perhapa  did  ao4 
i\e  time  or  wish  to  examine  the  economic  piogreaa  of  Italy  in  the 
centur>\ 

I  do  not  wish  to  tire  you  with  figurea,  but  eannoi  refrMO  froni 

itioning  some  significant  data  showing  our  eoooomie  develop- 

It.    I  shall  not  dwell  upon  metallurgic  industries;  which,  for 

iple,  while  in  1901  produced  only  15,000  tone  of  pig  iron  aod 

123,(K)0  tons  of  steel,  in  the  year  preceding  the  war  had  attained 

rcsi)octively  379,000  tons  of  pig  iron  and  800,000  toot  of  ateeL    I 

«^all  not  emphasise  the  fertilising  industries,  whieh  from  900,000 

IIS  produced  in  1900  has  attained  a  production  of  over  one  miOkNi 

ns  in   1913. 
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Quite  apart  from  the  fact  that  in  1913  the  mercantile  mariiu 
also  has  doubled  the  tonnage  of  imports,  and  the  export  trade  witli 
the  United  States  has  been  doubled  in  comparison  with  the  year 
1900, 1  wish  only  to  remind  you  that  Italy  has  a  potentiality  of  four 
iiiillion  horse  power  of  hydrodynamic  force,  of  which  24  per  cent 
has  been  already  utilized.  I  think  that  the  following  rdsum^,  regard- 
ing the  disposable  amount  of  hydraulic  power,  in  comparison  with 
the  percentage  of  utilization,  can  give  you  an  idea  of  the  progress 
attained  already  in  my  country  and  of  what  its  industrial  future 

win  be: 

Hydraulic  Powbr 

Disposable  Utilized, 

(1000  H.  P.)  i)€rcent 

Switserland.  2,000  25.5 

Unitod  States  28,000  24 . 9 

Italy...  4,000  24.0 

Canada.  8,094  21.0 

Norwi^.  5,500  20.4 

8wed«D.  4,500  15.6 

France.  5,587  11.6 

Spain...  5,000  8.8 

England  963  8.3 

In  comparison  with  the  territorial  surface  we  have  respectively 
the  following  which  shows  the  amount  of  hydraulic  power  per 
square  mile  utilised: 

H.  P.  per  square  mile 
Disposable     Utilized 
Switaerland  125.20         32.00 

Italy.  43.80         10.70 

Norway  44.30  9.02 

Spain  26.00  4. OS 

Sweden  26.00  4.08 

Prance  27.00  3.14 

UnH«d  fcjtatc.s  9.30  2.31 

Canada...  8.74  1.83 

Eni^d  10.90  .91 

The  immense  reserves  of  our  Alpine  blue  waterfalls  and  tbo^c 
of  the  Appenines  are  gradually  being  utilized  and  the  so-caiiud 
white-coal  will  solve  the  most  serious  problem  of  my  country:  a 
long  system  of  electric  wire  will  be  extended  throughout  the  Italian 
peninsula,  Uke  so  many  arteries  carrying  life  through  the  human 
body. 
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I  said  that  labor  ia  the  forea  thai  prmlai  and 
pros  I  )crity  of  ^a  nation.    You  may  ne  at  elota  raofs  wbal  a 
contribution  of  indiuitrioua  and  inteUifant  labor  haa  baan  giTw  ia 
tliui  proeperouB  country  by  the  Italian  immigrant,  aad  you  cas 
follow  also  the  progreaa  of  thia  large  eolooy  oC  oufa.    WhOa  lHa 
I  emigration  to  the  United  States  during  the  jrsar  IMO  vm 
......   1 1,000  persons,  in  1001  it  reached  125,000  aad  b  1918  about 

407,000.    We  in  Italy  say  that  the  baggeat  Italian  dty  m  New  Ynrk. 
where  about  700,000  Italians  are  living. 

In  the  meantime  the  Italian  population  increased  (rooi  Umu^j- 

two  millions  in  1001  to  thirty-eeven  millions  at  the  jwoaMil  tina. 

'lis  increase  means,  for  a  country,  an  increase  of  its  active  forcaa, 

it^  political  power,  an  enlargement  of  iu  social,  intaDaetual  aad 

kl  problems. 

The  six  million  men  will  return  after  the  war  to  the  fanna,  to 

0  industries,  to  the  profitable  work  coming  after  peace,  and  there 

y  country,  notwithstanding  the  temporary  revevsea  auiferad,  wiD 

^row  stronger  and  with  its  immense  work  will  certainly  giire  proof 

of  having  well  deeerved  the  confidenoe  placed  in  her  by  Amoiieaa 

capital  in  the  time  of  need. 

May  your  country,  inspired  and  with  the  full  knowledgs  of  the 

rifice  of  blood,  money  and  property  endured  by  aU  the  aOiad 

wers,  realise  the  necessity  of  oodperating  with  your  gOfremmaBi 

r  the  triumph  of  a  universal  and  real  democracy,  based  oo  the 

n.MT.io  of  Uberty  and  justice. 
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Bankino,  Invbstmkntb  and  Finance 

Andebson,  B.  M.,  Jr.     The  Valtie  of  Money.    Pp.  xxviii,  610.    Price,  $2.25. 

New  York:  The  Macmillan  Company,  1917. 

Dr.  Anderson  has  added  a  large  book  to  the  already  voluminous  literature 
relating  to  the  value  of  money.  His  book  is  not  only  large,  but  also  laborious,  and 
muoh  of  it  deals  rather  abstrusely  with  more  or  leta  familiar  problems  and  oondi- 
tions.  Theea  oharacteristiGs  tend  to  make  a  subject,  of  itself  difficult,  unneces- 
tariy  rapcDflnt.  There  is  a  great  deal  of  psychology,  mathematics  or  mathemati- 
cal notation,  and  historical  "side  light"  in  this  volume.  In  addition  there  is  a 
great  deal  of  bibliography,  and  the  student  gets  the  impression  that  the  machinery 
employed  is  more  important  than  the  conclusions.  It  is  not  inconsistent  with  the 
criticism  just  offered  to  say  that  the  volume  shows  learning  and  wide  reading,  and 
that  for  those  who  are  able  to  sift  the  material  therein  presented  with  some  care, 
a  perusal  of  the  book  may  be  of  benefit.  It  might  be  an  interesting  book  regard- 
tees  of  Its  conclusions,  if  the  author  had  avoided  the  use  of  an  academic  dialect 
wfaidi  obseurei  the  meaning  of  many  sentences  to  all  except  those  who  have  ao- 
eostomed  thamaelvee  to  the  peculiar  idiom  which  is  used  by  some  writers  on  value 
and  money. 

Beginning  with  a  treatment  of  economic  value  in  the  abstract,  the  author  then 
offers  a  discussion  of  the  value  of  money  as  a  special  phase  of  value.  This  is  con* 
tinued  in  various  applications  through  four  chapters  which,  with  the  first,  make 
up  Part  I.  Part  II  is  a  discussion  of  the  quantity  theory  of  prices  and  money,  and 
of  credit  as  a  factor  affecting  money  values.  Incidentally,  the  author  has  some- 
thing to  say  of  foreign  and  domestic  trade,  and  the  function  of  money  and  the 
pfwiooi  metals  therein.  There  is  also  some  interesting  discussion  of  stock  ex- 
flhange  apeoulation.  Part  III  discusses  the  value  of  money  and  the  position  of 
credit  as  factors  in  the  modem  economic  organization,  while  Part  IV,  The  Recon- 
dliataon  of  Statics  and  Djmamics,  makes  some  special  applications  of  economic 
theory  to  monetary  and  price  questions.  Probably  the  matter  contained  in  Part 
III  will  be  of  largest  interest  to  the  practical  or  general  reader,  and  it  is  likely  that 
the  impnMon  pfoduoed  by  the  book  will  be  dependent  largely  upon  the  judgment 
lo  be  fonned  by  such  readers  concerning  the  validity  of  the  views  and  conclusions 
there  set  forth. 

In  a  broad  way,  the  view  of  the  author  is  hostile  to  the  quantity  theory  of 
money,  but  he  is  apparently  indisposed  to  accept  any  of  the  theories  of  money 
value  now  in  ejdstence.  This  would  be  no  ground  for  complaint,  if  a  new  and 
more  satisfactory  theory  were  offered,  but  it  is  difficult  indeed  to  ascertain  the 
author's  idea  on  the  subject.  How  strangely  the  phases  of  the  book  which  have 
to  do  with  strictly  prmatioBX  qoestioDS  have  been  distorted  by  his  tendencies 
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t/>ward  aibtHrmei  ipaeulatioD,  are  Mtn  b  kk 

at  678),  tbAi  facknU  raMnrii  buika  oucbi  to  be  dlowtd  lo 
cAohanfce  p«p«.    U  it  diffloult  to  foUow  Dr. 
twlnt<<<i  nwionfag  whioh  has  M  him  to  a 
Miotii  thtovtCtaU  and  pnoOeia 
ind  minnfUMii  in  hiilrfm 

%'olvd  tUmnarkabto  theory  tJMU  no  1 
!  — ^rrlj  hti  hnlirrti  irwr  h  nnt  ■■[■■■Ij  tianj  lij  Uij 
<  543),  whorohoMyi:  "At  we  ApproMhttAtioi 

~ ■  .^~  ^M  raatnre  behind  benk  demand  UahOilke.    The  m^lk  bv 

of  b«nl(reatrvei  it  that  none  are  needed."    ThitiincuW'Uw"ihouldbe 
-  V  by  aide  not  only  with  the  view  that  rediteount  '"^^t^iilttrin  AoiiM  li 
ic  eyphangB  paper,  but  alto  with  oth«  mfaritt  oC  tbovihi  whith  i^pew  tail 
()  to  time  throoghout  the  work. 
It  it  no  rdleeCion  upon  Mr.  Andenon  or  hit  work  to  lay  that  the  t«b|tc(  with 

•  h  he  dealt  it  one  of  grtal  breadth  and  difficulty,  and  that  it  hat  not  yei  been 

•  luaialy  prattnted. 

WoMkin^iim,  D.  C. 

W.    How  to.GM  Ahead.    Pp.277.    Prke,  II JS. 
Icrrill  Company,  1917. 

Mr.  Atwood  hat  admirably  lueeetded  in  hit  purpott:  to  wriu  a  book 
'l^%  men  and  women  of  moderate  earning  oapactty  which  wiD  help  Iheat 
:  !nv«Bi  mon«y.** 

aubjeol  it  approached  with  a  tound  knowltdgt  of  the 
!.  and  Mr.  Atwood,  in  hit  capacity  at  Lecturer  on  FInanee  at  New  Yetk 
ivernty,  hat  come  peraonally  in  .contact  with  the  group  to  which  he 

•  oeeiy  practical,  the  book  oontaint  variout  helpful  tuggaitiont  at  to 
.  -term  invettmenta,  etc.    The  namee  uted  to  fltripittt  the  diffartnt  typtt  d 

It,  ttoekt,  mortgiigat  and  inturanoe  polidet  are  eartful|y  dita«itialtd  wmd 
liiined. 

"There  it  no  grtat  teeret  about  earning  money."  tayt  Mr.  Atwood,  "bvt  it  it 
Afd  tatk  to  qpend  moo^  judidoutly  after  baring  earned  it." 

Ptohape  beeaan  of  the  eCTort  to  be  afaeolutely  dear,  the  aotbor  ghrat  way  to 
ewhat  needlea  repetition.  It  hat  neither  liitrary  marit  nor  new  idete;  il 
!>ly  tUtet  in  dear,  readable  Englith  the  "howa"  of  taring  and  initttmut 

B.  B. 


rnorr,  Hugh.    /nJherilonet  ToaBti  for  Immian.    CBtatBd  edWott,  itiiaiJ 

i  P    133.    Price,  $1.00.    Boeton:  Houghton,  MiflUn  OonpMqr,  1917. 

The  author  tummariaet  inheritance  tax  legidatioo  paaad  in  tiM  IMled 
!  Canada  down  to  January  I,  1917.    Numtroot  tablet  ihov  ll» 

al  tax  ratee  and  brief  ooounent  it  made  npon  the  eqplty  of  the 
n^dtnble  atteotioo  it  given  to  tUte  taxation  of  ttuuritiet  iitMd  hfy 
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ooqiofAUoiii  but  ^'•''^''gfa^g  to  the  estatee  of  Don-rendent  deoedenU.    The  publ 
I M  a  ooovtaiflot  handbook  both  to  investors  and  to  students  of  publ  i 

F.  T.  S 

OoLLTSKf  CuMTON.    Uow  lo  Afuilyu  IndtutruU  Securities.     Pp.  204.     Pri( ' 

$2.00.    New  York:  Moody's  Investors  Service,  1017. 

InvesCmeat  ^'^"^^"g  houses  make  a  rough  classification  of  businesses  f nr  1 1 
purposes  of  ft»»*w«iwg  which  divides  private  corporations  into  railroad,  public  rci 
iee  sod  industrial.    Ail  corporations  which  are  not  railroad  or  public  servi 
fliBWiil  as  industrials.    Even  mining  corporations  fall  into  this  classifu.  ti<  m 
Obviouily,  however,  the  wide  variety  of  businesses  called  industrial  makes  1 1 
formulation  of  principles  for  analysis  of  industrial  securities  a  more  difficult  matt  < 
than  for  securities  which  are  based  on  a  single  kind  of  business,  as  that  of  the  ra  i 
roads.    Public  service  corporations  form  a  compact  group  of  business  resting  < 
the  mBkb  base  and  with  many  more  points  of  likeness  than  of  difference  h1v> 
their  entirely  common  base.    Besides  the  similarity  of  the  businesses,  tho 
vising  bodies  and  the  managers  by  agreement  have  come  much  nearer  am 
and  complete  accounting  and  publicity  of  that  accounting  than  the  so-called  i 
dustrials.    Industrial  securities  are  for  the  most  part  later  comers  into  the  genei 
investment  market  than  cither  of  the  other  classes.    All  these  reasons  account  i 
the  fact  that  so  Uttle  has  been  done  in  any  attenipt  to  systematise  the  study  •> 
industrial  securities. 

Mr.  CoUver's  book  is  a  pioneer  work  and  on  that  account  much  is  to  be  fi> 
given  it  in  the  way  of  sketchiness.  The  student  of  securities  owes  the  writer  inu 
for  what  he  has  accomplished.  The  most  useful  parts  of  the  book  are  the  bn 
chapters  under  the  general  heading  of  Business  Factors  on  Fluctuations  in  !> 
mand,  Diversification  (of  product),  Integration — Sources  of  Supplies,  Standardi/ 
tion  and  Location,  and  on  Competition,  and  certain  suggestions  on  the  study 
the  balance-sheet  and  income  account. 

HAsnNoa  Lyon. 
•  New  York  CUy. 

BsOHBB,  Fhanklin  T.     Foreiffn  Exchange  Explained.    Pp.  xii,  210.     Price,  $1. 'J 

New  York:  The  Macmillan  Company,  1017. 

Students  of  banking  and  foreign  exchange  will  be  inclined  to  consider  ti 
volume  merely  a  revision  and  expansion  of  Mr.  Escher's  Elements  of  Fon 
chnage.    This  supposition  is  incorrect,  as  the  bookjhas  been  entirely  rewmt' 
The  OTder  of  the  material  has  been  changed,  there^are  some  condensations  at 


The  treatment  is  still  the  most  satisfactory  introduction  to  the  subject  th- 
we  have  in  the  United  States.  The  author  writes  clearly  and  simply.  Some 
topics,  however,  could  have  been  covered  more  fully  to  the  advantage  of  lx)th 
awMksnie  aad  practical  students  of  the  subject.  One  of  these  is  a  more  complete 
treatment  of  the  exchanges  during  the  war.  Some  aspects  of  this  are  undonf  •tp'Hv 
of  temporary  rather  than  of  permanent  interest  but  others  are  more  sign 
Probably  tlie  most  important  of  these  as  the  growing  extent  to  which  goveruuicu »» 


Book 


(or  oeotnd  \mak)  fiat  k  IIm  rriiilrnlMnj  tew  in  mM  

(tLci  thai  «ralMUiii  quototioM  bA¥»  rMobad  Um  «Bld  poiau.    Ptaii*  b 

UtioM  are  DOW  iklaniiiiied  by  Um  priodtJ^m  inidta«  o«r  U 
and  iimilar  bodiat  in  othar  ooualriaa.    An  analjfib  ol  Uite 
bMo  flowing  b  ripdfieanaa  for  aoaM  jraara  ii  paaily  Atadad. 

B.  M.  P. 

Hurrrtn,  I  iinkht  W.     Tkt  KlmmOa  of  Butinm$  Lam.    (Bavind  bf  Oaof«l  O. 

Hubert       l>p.  ziv.  319.    Prioa,  tl.12.    IknUxi:  Qfaw  aadObMpHiy,  1917 

A  tfaatln  Mah  aa  tbii  ooraring  ao  many  bcaaahta  oC  Um  law, 

tmflia,  aalai,  baflmaota,  inauranoa,  guaranty,  nagoUabla 

rtnanhip.  oorporatknn  and  propaKy,  muat  of  nawity  dttl  vary  bcWIy 

hofthem.    Tha  aqthor,  howarar,  haa  in  part  Of  atctmia  tha  dMBaolty  of  I 

•  of  ipaoe  by  adoptinc  tha  plan  ol  gMng  a  Tsry  OQoeba  alataaMBt  of  Um 

'f*  of  Uw,  and  ffliHtimUng  tha  prindplat  by  diort  praalkal  OMM  i 

i)lioation. 

A  (aatura  of  tha  book  wbkh  ia  to  ba  partieubrfy  <*>wrri4td  b  tiM 

plaobc  at  tha  and  of  aaoh  ehaptcr  a  numbflr  of  eooflrala  lifU  prablMM  br  i 

by  the  ctodaot. 

T)i«  iimbboM  ara  wall  aelaotad  and  abould  aammplwh  UM^ate  of  Um 
of^  itaatudeotinthaapplbatbnofkcKlptbe^to 

C  N.  C. 

Fonaioif  Thaoi  aitd  ComnERiCAL  QBooRAnrr 
PETiiuvsuN,  C.  E.  W.  and  Stbvbni,  W.  Babiom.    Howlod6B^mtm»  W%Uk 


Pp.  xviii.  202.    Prioa,  12.25.    Kaw  York:  Sir  baae  PftOMB  and  8o«^  Ud., 
1917. 

Thii  it  a  hand-book  of  wihaHntial  valua  to  all  who  are  bftad  b 
wiU>  Ruaiia.  About  half  of  the  book  raprenoti  "a  eununary  of  tiM 
and  buaineM  methoda  of  Mr.  C.  E.  W.  Petaneon,  a  oMrehant  of  FMio^ttd  and 
Riga,  who  for  maay  yaare  carried  on  a  Urge  trade  m  maahlMry  and  kbdiad  0Bodi 
with  Tariout  Ruaian  towna."  The  remaining  part,  by  Mr.  Stavani,  aoaibli af  a 
eompact  and  illuminating  deacription  of  tha  raeonreea  and  biiriiiMi  niwidiifaaa  of 
difTerant  portiona  of  European  Ru«b  and  of  Bibaria,  aeeuraK  i^  ayvMUva 
of  the  immeoae  wealth  that  Ues  idb  f or  bok  of  davalopeMDi.  Ilr.  Mwunii 
iecUon  (trandatad  for  thb  book)  oontaba  a  paat  maai  of  dalaib  abool  boiboM 
methoda  in  Ruoia,  and  the  banking  and  other  maehlMry  bvobad  Ibsab,  lo- 
geUiar  with  aound  and  aoourata  advice  aa  to  bgal  ramedi»  afdaat  RuMba 
ih']  .ton.    He  doee  not  mention,  however,  the  very  important  bw  of  AtaguM,  19l6i, 

which  the  fraodubot  tranifer  of  property  by  dabion  appaare  to  hava  baaa 
reptaonaOy  difficult.    Mr.  Stavani  pobta  out  the  i 
import  tarifb  have  greatly  bterfaftd  with 

.  what  ie  imqtwirionably  true,  that  Ryb  hawlf  wo^id  ba  —A  baMarag  by 
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'  Um  import  of  machinery  and  other  appliances  on  which  her  develop- 
it  largely  dependeDt.  An  item  properly  emphasised  as  of  capital  in;  >r 
Id  trading  with  Rimia,  is  the  selection  of  agenta,  or  agencies,  to  represent 
lh»  foreign  merchant  or  manufacturer.  For  Americans  intending  to  enter  the 
trade,  this  point  ought  to  be  seriously — one  might  almost  say  prayerful  1  ^' 
BminaM  manners  and  methods  in  Russia  are  antipodal  to  thos'  .,f 
Afflflrioa,  and  the  wayfaring  American  exporter  may  readily  go  astray  therein .  In 
retan  to  the  book  in  hand,  it  is  deddedly  worth  study.  It  is  doubtful  if  any  < >t  Im  r 
oo  this  subject  in  the  English  language  is  so  full  of  good  matter  not  other \\i^' 
reedily  aniwibls  Benjamin  Bakkk 

Xew  York  CUy, 

Inbubancs 

Blancbabd,  Ralph  U.    Liability  and  Compentation  Insurance.     Pp.  xii,  394. 

Price,  12.00.    New  York:  D.  Appleton  and  Company,  1917. 

Under  the  above  title  is  published  a  book  of  286  pages  of  descriptive  material* 
and  106  peges  of  an  appendix.    The  main  body  of  the  book  is  divided  into  thrco 
parts:    Industrial  Accidents  and  Their  Prevention;    Employers'  Lixil  ' 
Workmen's  Compensation;  Employers'  Liability  and  Workmen's  Con;, 
and  Insurance.    The  Appendices  are  made  up  of  the  New  York  Workmeii'tt  (  - 
pensation  Law  and  policy  contracts  for  this  kind  of  insurance  applying  to  a  man  u 
facturer's  risks,  together  with  an  index. 

In  Part  One,  the  author  discusses  the  extent,  character,  and  prevention  of 
industrial  accidents,  and  the  results  of  accident  prevention. 

In  Part  Two  are  considered  such  subjects  as  the  Law  of  Negligence,  the  (1«  - 
fects  of  employer's  liability,  the  historical  development  of  workmen's  compensa- 
tion, together  with  a  discussion  of  the  legislation  and  legal  questions  which  have 
arisen  as  a  result  of  the  enactment  of  these  laws. 

The  subject  matter  of  Part  Three  is  concerned  with  the  insurance  under  o.m- 
fAoytr*8  liability  and  workmen's  compensation  legislation,  including  such  subjecU 
as  the  policy  contract,  the  determination  of  rates,  and  the  reserves  to  be  held. 
Hf^  i«  The  author  has  very  well  selected  his  material,  and  the  general  brevity  of  the 
treatment  is  to  be  commended.  It  would,  doubtless,  have  been  possible  for  the 
author  to  have  written  a  book  of  much  greater  length,  but  his  treatment  will  ?\ip- 
ply  an  the  legitimate  needs  for  the  class  room  or  for  the  general  reader  who  wislu- 
to  acquaint  himself  with  the  development  of  insurance  of  this  character,  as  well  as 
the  kinds  which  are  now  in  force. 

It  is  well  known  that  there  are  many  unsettled  questions  in  this  field  of  in- 
surance, for  example,  whether  workmen's  compensation  should  be  supplied  by 
private  companies  or  directly  by  the  state,  or  such  questions  as  the  determination 
e^  *i>e  rates.    The  author  does  not  attempt  to  dogmatize  on  these  mooted  qw^ 


At  the  dose  of  the  chapters,  there  is  given  a  list  of  excellent  referenr* 
why  it  aeeoied  advisable  to  the  author  to  divide  286  pages  oi 
iato  tweotjr-iwo  aeparate  cfaapten.    Some  of  the  chapter  headings  seem  unf or- 
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iuiiRtA.  M,  for  «nm|ito,  ObM«0.  Otepur  10,  •ad  Obiptar  11  is  Ptet  Tvo,  «Mb 
hM  A  title  "  Workman't  Oon|MBMtion  I  ^Jiihtiiiii  in  Um  Urilid  tel« 

...iltOViM." 

In  MMM  MMi  Um  tabiM  ■oppltod  ai«  not  liilbit  Md  fai  •  fov  «hm  lk«« 
'^  bMo  owvtei  piooC  vMMliiig.    ThH  laui.ij,  b  a  omuIm  «f 
vnofUiainatwid,ftarfBordii8etwhidihttoiWMiiluw4|fiwiifc 
MM  of  Um  book.    Hm  iMtorkl,  M  A  whok  b  o  fwy 
irm  IHonitiirt  ob  iiiMnuM%  tad  Mr.  Bkoohoid  b  to  bo 
^«iblointMsfiildor 

.1.  w    F 

I  UniMniiy. 

MmaauMmtumo:  Wbolmaui  aitd  RvrAtt 

I  HoTciiKiN.  W.  R.    Making  Man  Mornn  in  8lankmfki§.    IV.  lis.  Ml.    Pkbii» 

13.00.    New  York:  Tbe  Rooald  Ptm  Compony,  1917. 
Thb  book  livee  up  to  tbe  implication  in  ite  title:  to  belp  ibeilotikeiper  OMke 
money.    It  b  not  a  text  on  retafl  merobendiiiac  bat  nilbg  a  ariM  el  ia> 
editoriab  on  nearly  all  phaaaa  of  tbe  biMJn—  gUiint  aide  oC 
Tbe  work  b  daeigned  principally  for  tbe  retail  BMvkaal 
•mptoyea,  and  it  b  eapedaBy  balpful  to  tbe  ownert  and  empkiyee  of 
department  etorai.    Wbile  not  adentifio  in  metbod,  it  b  a  book  tbat 
Ibe  retail  DMrebant  to  make  a  aoientific  study  of  bb  buaneai.    UleadibiBilei 
kimaalf  important  quaationa  about  bb  buaineai.    Foreiampla:*'WbedoaHi*il 
iDyouratorar"    "Wbat  trade  do  you  want?"    "Do  year  people 
ployaa)  believe  in  your  atoreT"    "  Wbat  unprofitabb  dapartOMata  a 
8lidi  quaatlooa  are  tbe  thbe  of  many  ebaptara,  tbe  oootanta  of  wbiab  I 
■arebant  into  an  aetlre  deaire  for  tbe  aolutkm  of  tbe  probbaa  t 
dangnate. 

Altbougb  nearly  all  of  tbe  book  b  primarily  inapiratiooal  botb  b 
and  in  atyb  of  aocpreaaion,  tbera  b  a  great  deal  of  apecifieaQy  {aatraadva 
•apedally  in  tbe  parte  on  advertiaing  and  on  tbe  trainJBg  of  Mhniiopli.  lafael, 
tbrongbmit  tbe  bMk  tbe  antbor'a  loag  eKparianee  aa  adrartblBg  BMaa«v  lor  Jeha 
Wanamaker,  New  York,  b  evident  in  tbe  wealtb  of  eoaarala  natter  be  pnaaala 
The  poKebe  and  metbode  advanoed  are  all  in  anpnHaiaa  wHbltbe  baat  of 
M  in  lelailing.  Tbe 
aoiaBtifleany  and  In  mueb 
pR>bably  bave  robbed  tbe  book  of  iU  power  to  atimubte,  wbkb  b  be  i 
■a.  H. 

VniMttUy  o/  llUftoU* 


8rA' 

>4jan>,  MiLTiN  T.    AnafoeM  SlaHitkt.    Pp.  xfi,  aM.    Priea^  ITTi. 
liridge:  Harvard  Univerrity  Preei,  1017. 

Profeaaor  CopeUnd'e  volume  b  undoubtedly  a  etep  laaaad  aHalb« 
f  or  aome  dboupion  of  tbe  appfieatioa  of  aiatbtbal 
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to  tbt  pTMtied  oonduet  of  buriiw.    Tbese  methods  have  oome  to  be  quite  gen 
mwSJij  apfltiwi  in  the  iiiAiia0BinaDt  of  all  large  oorporations  within  recent  years  at 
Um  MoeHity  for  aoine  available  description  of  such  applications,  especially  in  c<  > 
l^w  ot  budatm  administration,  has  been  apparent. 

No  flritloiHn  can  be  made  of  the  arrangement  of  the  selections  includc<l 
Tbere  is  an  exposition  of  some  fundamental  statistical  principles  wliich  are  necc 
•ary  as  a  basis  for  subsequent  discussions,  followed  by  a  number  of  articles  on  1 1 
uses  of  statistics  in  advertising,  retailing,  cost  accounting,  factory  administratit  > 
and  Imibjihi  orsanisation.  Great  care  and  attention  evidently  has  been  given  \ 
tlie  Judkione  nleotion  of  articles,  the  reason  for  the  appearance  of  most  of  ihv- 
biing  apparent.  Some  objection  may  be  made,  however,  to  articles  dealim 
not  on  the  ground  of  their  usefulness  but  for  the  reason  that  this  has  i : 

a  field  preempted  by  accountants.    Thus  Bowlcy  draws  a  di 
statistics  nnd  accounting  on  the  ground  of  the  relative  exactn< 
of  tlie  figures.    While  we  may  not  agree  with  the  correctness  of  this  reasoning  \- 
may  still  recognise  that  beyond  a  certain  point  in  this  direction  the  statistici  r 
becomes  an  aecountant.    On  the  other  hand  statistical  training  is  highly  valual  >l 
to  the  aecountant. 

Among  the  contents  special  mention  may  be  made  of  the  very  excellent  intr* 
ductions  to  the  various  portions  of  the  volume  by  the  editor  and  also  of  the  valr 

and  interesting  articles  by  Messrs.  Watkins,  Mitchell,  Copeland,  Gantt  an 
The  relative  appeal  of  the  articles  deaUng  with  special  fields  of  course 
wiU  depend  somewhat  on  the  direction  of  one's  interest.    Taken  as  a  whole  this 
volume  will  be  gratefully  received  by  many  who  will  find  good  use  for  it  as  suppl' 
mentary  reading  in  courses  on  statistics  and  by  business  men  to  whom  it  will  alTor 
flogseitaons  as  to  practical  applications  of  statistics  in  their  daily  work. ' 

ROBEBT  RlEORL. 

Univenity  of  Pennsylvania. 

Transportation 

MacGill,  Caroline  £.  (prepared  by:   under  the  direction  of  B.  H.  Meyer 
HUUfry  of  Transportation  in  the  United  States  before  1860.     Pp.  xi,  678.     Pricf 
$6.00.     Washington:  Carnegie  Institution  of  Washington,  1917. 
This  is  the  fourth  stud^  V>  be  printed  in  the  cooperative  economic  history  of 
the  United  States,  planned  and  financed  by  the  Carnegie  Institution  of  Wn^'  -- 
ton,  the  three  which  have  preceded  this  one  dealing  with  the  subjects  of  com  i 
manufactures,  and  labor.    It  covers  the  subject  of  road,  water  (canal  and  i 
and  railroad  tnnsportation  from  the  beginning  of  our  national  period  t<> 
The  oc^nial  period  is  practically  dismissed  with  a  single  sentence:  "  Prior 
Revolution  inter-oolonial  commerce  was  inconsiderable,  and  inter-coloniai 
routes,  where  they  existed,  were  entirely  inadequate." 

A  great  deal  of  preliminary  work  had  been  done  on  the  subject  of  this  volunic 
by  a  number  of  collaborators,  in  the  preparation  of  special  studies,  and  these  have 
been  used  freely  in  the  writing  of  the  completed  narrative  by  Miss  MacGill.     In 
spite  of  the  ikiU  with  which  she  has  used  this  material  and  her  own  contributior 
in  filling  in  gaps,  the  work  is  rather  uneven  both  in  fullness  and  merit.    The  sec- 
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lomi  dttUinff  with  roadi  m  tha 

tmpruvwMDto  it  oomfMBdioui^  bui  moi*  itlMtiiin  ii  g^vaa  to  a  M 
•>r  faoui  iluui  to  AO  tflonoinio  awdydi  of  Um  nam  aymmn  m  aa  agnwir  «l 

.tion.    The  mbm  flritkim  migbi  bt  offorad  ra«Mdii«  Um 

iihraya,  thoii^  mi  allflmpc  ii  umAb  to  ovAHMia  thiir  iapoflMHo  k  •  iarf 


It  it  trkliDi  tbtl  •Ttrj  iffori  hat  baai  nadt  lo  iman  i 
irate  aeeouni  of  the  dtvalopnaDt  of  tnuMportalioa  in  tirit 
wptct  the  woric  it  a  iupcai.    UitaptrfatlMMjrtlopadiaof 
<ia.    A  forty-fMCi  bibliography,  a  ftiU  iadai,  an 
Id  to  iu  mttvhtam.    Probably  mora  oradH  for  ilt 
iitor.  Dr.  B.  H.  Mayor,  than  iha  modaal  pntmtm  wouU 

acwiilyqf/lttnou 


NRNKT,  WiLUAM  JoaRUA  (Compllad  by). 

Ifarbon.     Pp.  144.     Prioe,  tl  00.     Xew  Vork:  Tl>«   Knmimn 
I  Port  Authoritiw,  1016. 

In  thit  voluiiM  Mr.  W.  J.  Bam^,  matiMry  oi  Um  Amertoaa  Aaociauoa  af 
>n  Authoritiet,  prttenU  a  adeotad  list  of  refcraneit  od  tbt  portt  and  kMbon  af 
iha  Unitod  Sutat  and  the  world's  principal  foreifn  maHtima  OBOttriat.  It  la- 
dudes  bookty  publio  and  private  reporta,  msgaiine  artklat,  tiaataetkat  ti  ladfe* 
nical  aatodatiooa,  atatute  dtations  and  refenneat  to  port  ragnlatlooa.  TbabMa- 
graphical  liit  it  divided  into  two  porta:  a  place  and  sobiael  blbBopapliy.  Tbt 
former  it  ekasified  by  oontinenta,  oountriea  and  individual  porta.  The  latter  i»- 
"htdes  subjaota  auch  at  port  administration,  free  ports,  btH  linai^  port 
ooata,  typet  of  wharves,  drydoekt  and  fMght ! 
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tiAPMAN,  8.  J.    OuHitm  ^  PoUHeQl  Bemmm^.    (Tbiid  adMoa,  ravisad 

laried.)    Pp.  xvi,  463.    Price,  $1.75.    New  York: 
Company,  1917. 

T6pfeal  analyaiB  and  order  of  treatment  are  aabaUDHaiy  tl»  atBM  fa  iMi  at 
in  the  earlier  editJona.  In  many  plaeas  theta  haa  beta 
proves  the  book  for  teaching  purpoeea,  and  recent  war 
fasted  additiona  which  further  contribute  to  the  value  of  the  fohiiaa  1^  new. 
final  chapters  afford  an  tntereating  hittorieal  mrvay  of  eeonomb  ^oattftaas. 

R.  C   McC 


KUNSKL,  JoasF.    JlooNoaMc  Pnlteliomiam  (Ed.  by 
xiii,  347.    Price,  «2.g0.    New  York:  Oxford  Ualvanllgr  Tnm,  1916. 

To  Dr.  Gruniel,  eeooomio  activity  it  of  three 
xmomy  and  national  aoonomy.    Whsn  people  dwal 
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A  jlnu  pftBtJwt'  JurWietion  their  oommon  eoooomic  interests  transcend  in  im- 
pffT^HfM**  pl^yMkl,  religbus  and  other  differences,  and  the  national  economy  be- 
eonMi  Um  dominant  eeonomic  unit.  World  economy  is  8till  in  a  primitive  stage 
of  dtftlopmeni  and  a  quest  for  its  principles  is  vain.  Nevertheless,  world  ecu- 
iMJinic  fdslimM  mfioisri  in  complexity  and  tend  to  break  into  the  national-econnniy 
spbort  and  eoonomie  protaetioniam  appears.  This  protectionism  is  "  the  tot 
of  tboM  imawiwia  1^  which  the  national  economy  seeks  to  promote  its  intero 
tba  world  field." 

AiotaeUve  poUoies  may  be  applied  either  to  encourage  or  to  discourage  tlie 
of  (a)  oommodities,  (b)  capital,  or  (c)  labor,  and  therefore  protectivc 
may  affeei  each  of  the  three  either  in  a  positive  or  in  a  negative  mamuM 
Thin  ooneeived,  the  field  to  be  surveyed  is  broad.  A  nation  may  in  a  negat  k  * 
mtBMr  influence  the  movement  of  foreign  conmiodities  into  the  country  by  caib- 
tomt  duties,  adjustment  of  freight  rates,  through  administrative  regulations  or  by 
popular  action,  such  as  the  boycott  of  foreign  goods.    Positive  meas- 

baving  the  tame  intent  are  export  bounties,  special  freight  rates  on  exports, 
idles  and  bounties,  and  other  measures.  Similarly  capital  move- 
may  be  discouraged  by  the  interposition  of  obstacles  in  the  way  of  foreign 
enterprises,  the  exportation  of  domestic  capital  and  denationalization  of  capital. 
It  may  be  encouraged  by  still  other  measures.  Labor  movements  into  and  out  of 
a  oountry  may  also  be  encouraged  or  discouraged. 

Thus  conceived,  economic  protectionism  is  a  broad  subject.  It  is  treated 
under  three  headings:  (a)  its  genesis,  (b)  the  directions  it  has  assumed  and  (o 
iti  effects.  Past  theories  of  protectionism  are  inadequate,  partly  because  they 
ai^y  chiefly  to  protective  duties  alone  and  partly  because  they  assume  a  non- 
eodetent  internationalism.  A  new  theoretical  basis  is  found  in  the  fact  that  large 
investments  of  capital  make  imperative  the  largest  possible  stable  market.  Sta- 
biUty  of  markets  both  qualitatively  and  quantitatively  may  best  be  assured  by 
"securing  the  domestic  market  to  the  business  of  a  country  by  political  means. " 

Dr.  Gnrnzel's  volume  is  the  strongest  modem  presentation  of  the  argument 
for  protaotionimn.  Its  conception  is  broad  and  its  treatment  thorough.  The 
rmdet  is  never  in  doubt  as  to  the  author's  attitude  but  this  apparent  prejudice  in 
favor  of  protective  measures  does  not  destroy  the  value  of  the  treatment. 

E.  M.  Patterson. 
UnitenUy  of 


Tksvbb,  Albebt  a.     a  History  o/  Oreek  Economic  Thought.    Pp.  161.    Price,  75 
cents.    Chicago:  University  of  Chicago  Press,  1916. 

Dr.  Trever  furnishes  the  English  reader  with  a  treatment  of  Greek  economic 
theorising  "written  from  the  standpoint  of  the  classicist,  but  with  a  view  also  to 
the  needs  of  twentiethnwitury  students  of  economics. "  There  is  much  in  his 
treatment  thai  it  of  distinct  service  to  the  latter  group  and  doubtless  also  to  the 
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Waluho,  Wiluam  E.  and  Ij^idliw,  HAmicT  W.     (Bd.) 

Con.    Pp.  xliv,  M9     Prtiw.  $2.00.     Smm  York:  H«»y  Holt  md 
1917. 

ioiiUt«.    In— niifth  —  twxkpcfat  in  thk  diriBUoo  jja^t 

t  theworidformor«thAnlMirAMotiiry,tlMroifiiolhiBCM«tekiidi 
tit  nUudooB  oC  fueh  actJvitm.    But  Um  ikgrM  of  ^nt^^m  hm  htm 
iioe  Um  bsffaininc  of  the  war  that  eompfehflodve  Mmplai  oC 
ro  waU  worth  eoOeetlBf  for  iHMndMnitioy  Axul  AppniMd.    ril—il|  ■  ■!!■■ 
^>k,  with  Mleciioai  writtM  by  exp«rU  or  dulUuOy  eho«n  from  iJBifcJ  n^orti^ 

,•  vohima  it  in  00  MOM  a  piM  for  ooUeotirisn.    lU  ob)Ml  b  liaipljr  to  Aow  llw 
-I'rttul  of  fUie  aodalim  and  to  indicata  tbt  pooible  dirwtioo  nod  olMt  of  I 
gruwth. 

Flnanoe,  trahiportation,  the  «straotiv«  and  alahoratlw 
.  twprJMt  b  tho  intflCMt  of  the  indivtdual  m  dtiMo, 
iyttt  aU  reoiivo  iDuitxatlve  handling  which  bringi  out  th« 

rMont  ooUaotiviitio  developmant.    The  taak  ii  wcO  dooa.    Mn  itlwyl  ii  i 

forw  oo  tho  raadv  any  particular  point  of  view,  but  the  bmm  of  dMA  1 
-  tie  room  for  doubt  about  what  ia  really  happentng.    Indeed,  the 

thoM  daU  ie  to  vast  that  the  main  field  of  ueef  ufaieM  of  the  book  wB 
>  ae  a  work  of  ref eceoM.  R   C   UdO, 

POLITICAL  SCIENCE 

nAEKBB,  Habbt.    PuUie  UtilUy  Raiet.    Pp.nv,387.    Price,  tli)0     Mew  York* 

McGraw-Hill  Book  Company,  Inc.,  1917. 
ituxaKT,  Cakl  Ewalo  and  Gbunskt,  Carl  Kwalo,  Jo.     V^htthm,  Oiyr— 

atitm  and  th»  Bait-Bait,    Pp.  viii.  374.     Price,  9400.    New  York: 

Wil^  and  Sone,  Inc.,  1917. 

PybUe  UHUiff  Bairn  is  a  dieeunon  of  the  prineiphi  and 
:trger  for  water,  gM,  electricity,  oommunicatioo  and  trMMporintion  Mrriee. 
M«.  MiitT...r  is  an  engineer  and  aflKxaatc  editor  of  the  Sn§immrim§  Nmm,  He  ii 
informed  and  hie  book  is  replete  with  eoundbformatkxi.  Any  witter 
i  iaiB  (iiiuj«ct  must,  under  present  careumstances,  eiqieet  to  hare  his  book  iisi 
txi  obeely  whether  he  leana  oorporatkm-ward  or  pubBe-ward.  Mr.  Reikv  hee 
lod  to  steer  his  course  between  the  two,  but  in  caM  of  doubt  gMs  wUh  the  ear> 
ratkine.  The  author  says,  for  instance,  that  some  6  per  cent  b  sol  sa  mmt* 
itted  amount  for  omissions  in  inventories  thouKh  2  or  8  per  caM  would  essM  to 
•fBce  for  a  huge  property  of  comparatively  irm  items,  and  15  per  cent  mej  be 
ir  at  the  other  extreme  of  a  smaller  property  whh 
Kich  are  difficult  to  check  up.  ThoM  fainiUar  with  the 
ill  see  that  the  author  justifies  a  much  higher  pereeotags  for  omWobs  iheo  is 
iially  accepted  by  courts  and  commissions.  The  ettthor's  iBolyflie  of  dsf**- 
vtion  as  it  affecU  utility  ratM  is  partktdarly  kesn  and  worthwkBs  Thai  the 
K)k  came  out  in  the  year  1917  is  evkleoced  by  the  foBowmg  i 
ive  been  caaM  of  vociferous  demnod  for  higher  ratM  lo 
I ual  eoergy  appUed  at  hone  to  the  etody  of  i.iig>niMrino  of  bmb  sad  the  «m  el 
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Tnilwifffl  and  Utjor  would  go  a  great  way  towanl  the  desired  fcoal  of  larger  divi 
daodt. "  Thk  is  oo  doubt  the  best  generai  book  on  public  utility  rates  as  distinct 
bom  railway  rates  that  haa  yet  appeared.  The  book  is  full  of  solid  infornmtion 
Very  ample  footnotes  and  references  are  a  guide  for  checking  up  the  sources  hm! 
flhaimfltfr  of  information. 

Valmaiipn,  Depndatum  and  the  Rate-Baae,  however,  does  not  equal  thi 
tribuliQii.    Neither  is  it  80  well  tempered  with  concern  for  the  public  inten 
well  as  for  the  corporate  interest.    The  book  covers  old  ground  and  does  not  (i< 
that  particularly  well.    There  are  some  tables  in  the  Appendix  which  will  be  o; 
material  value  and  assistance.    These  have  to  do  with  Probable  Useful  Life 
Expectancy  and  Remaining  Value,  Amount  of  One  Dollar  at  Compound  Interest 
Value  of  One  Dollar  Due  at  a  Future  Date,  Amount  of  an  Annuity  of  One  Dol 
lar,  An  Annuity  Which  Will  Amount  to  a  Dollar  in  a  Given  Time,  Present  Value 
of  an  Annuity  of  One  Dollar,  Annuity  Which  One  Dollar  Will  Purchase,  rmd 
Amortisation  and  Depreciation.  Cltdk  L.  Kin< 

Univerftity  of  Pennsylvania. 

B«BB,(jifc*iht.K  l/)t  i.N,      y /'•  /  '  ;      ■  -■^jnuhUKj  i^co])ks.      Hp.  xi,  ;-{22.      i^nc^e, i>1.5() 

New  York:  The  Macn.ill  .n  (  ..mpany,  1917. 

This  volume  covers  nearly  all  those  phases  of  international  relation 
which  have  significance  for  today  or  for  the  future,  and  will  appeal  to  the  w  i  ; 
poMible  group  of  readers.  After  two  introductory  chapters,  whose  theme  is  the 
necessity  of  modifying  radically  our  present  conception  of  unlimited  sovereignty. 
if  we  are  ever  to  achieve  any  sort  of  effective  international  organization,  the  wTitot 
in  the  following  three  chapters  shows  clearly  how  our  initial  reaction  to  the  war 
one  of  lofty  sense  of  isolation,  was  the  direct  result  of  our  century  long  consistent 
foreign  policy  of  non-interference  in  European  affairs. 

It  is  in  the  last  three  chapters,  however,  that  the  author  really  presents  his 
main  thesis.  This  is  that  there  exists  a  fundamental  unity  of  racial,  cultural. 
economic,  and  pohtical  interests  among  the  various  English-speaking  people^^ 
This  contention  is  driven  home  with  such  a  wealth  of  illustration  that  its  funda- 
mental truth  is  proved  beyond  any  serious  doubt.  One  cannot  urge  too  strongl} 
the  desirability  of  a  more  general  appreciation  among  our  fellow  citizens  of  this 
nssfjitial  community  of  interests. 

Hie  volimne,  made  up  as  it  is  in  part  of  articles  previously  published,  sufTers 
from  a  lack  of  coherence.  This  defect  is  made  more  evident  by  the  author's  ten- 
dency occasionally  to  elaborate  his  arguments  unnecessarily.  Despite  these  de- 
feets,  this  book  must  remain  one  of  the  most  suggestive  that  the  war  has  thus  far 
inspired.  J.  G.  McD. 

Jamiw»,  ilKKMAN  G.     Municipal  Functions.     Pp.  xi,  369.     Price,  $2.(X).     New 
York:  D.  Appleton  and  Company,  1917. 

Pope,  1  think  it  was,  who,  taking  advantage  of  the  license  popularly  granted 
his  profession,  once  surveyed  the  field  of  municipal  activities,  and  coiuliiflefl: 
Of  forms  of  government  let  fools  contest; 
Whatever  is  best  administered  is  best. 


Book  DKPAitTiiB.vr 


We  have  many  volumai  Umi  diisuM  Um  fo 
wilh  detailed  and  oomparaUve  axplaBaUoQi  d  Um 

out  oA«n,  boards  aiiid  POinmiMtnm  opMmti&g  under  aay  0vn  fytrtMn.    Willi 
fliaborationa  of  the  WB/Mnim  or  funelloM  themetlvei  we  Imt*  Mi 
•D  leoerDualy.    Thia  ie  the  aim  of  Dr.  JamH' book«  asd  he  kaa  ( 
ably  wdL     "Througboui  tbk  work  but  Httk  i 
eubjaoi  of  BovemineDtal  machinery,  for  the  ehief 
out  what  every  dty  abould  do  no  matter  what  form  of 
operatinf  under"  (p.  347). 

The  author,  however,  doea  not  agree  with  the  poet'a 
jpi>i«>tin«  of  munieipai  fovenuMot.  obaervii^  '*that  whfl 
important  than  the  DMaae,  there  may  be  a  vast  dilfereoet  in  the  < 
the  end  ki  to  be  aeeompUahed,  aoeordinc  to  whether  or  not  the  ao0 
have  been  employed"  (p.  847).    Thii  aame  ipirit  of  iiitriliMit 
vades  aH  the  many  mooted  quartions  dieeuand. 

MumMpal  Fymetimu  enrveya  the  field  of  the  maior  aolivltiai  of  the  typial 
city  in  suoh  a  way  that  it  may  be  of  great  value  a«  a  fuide  to  a  eoiigi  ikae  in 
■■  "'  ndminietratioo.    At  the  aame  time  the  averagB  eitiaai  wS  find  il  en- 
tile.   The  relationahip  between  eucceei  m  nwnefiieiH  and  the  ada^ 
■Kihciea in  munidpal  affaire  ia  pointed  out  in  eiw y  ehnplg.    Uh 
>Qeeaouely  eeeping  into  hie  mind,  that  will 

u. 

iric  of  the  varioua  departmenta  of  the  averafi  dty  ie  i 
City  p*^"*"*"!.  public  morals,  eduoation,  budfBls  and 
(lealth  and  safety  are  a  few  of  the subjeeU  given  eonsidenUkm.    Therehsal 
•  »osciou8  omisBion  of  footnotes  and  bibliography. 

Certain  general  ooneluskins  are  open  to  criticism.    For  eiample,  there  is  i 

«>aeon  for  the  contradiction  of  the  statement  (p.  146)  in  lefeienee  to  i 

it  is  a  recognised  fact  that  it  has  not  "been  forbidden  in  every  eiviiaed 

by  Uw."    Abraham  Flexner,  in  ProttUuHon  in  Bunpt  eaya:  '*In  FligjlMitl,  Hnlr. 

Norway,  Ilollaad  and  Switaerhmd  there  is  no  penal  enantmsnt  spiael  prartto- 

>n  AA  such."    In  a  memorandum  to  the  Corporation  of  Phuys,  the  GhW 

ilile   dechuea:    "Immorality  in  itself  is  no  offeoM  agaiMl  the  km.** 

iiMitn^wuNl,  however,  with  the  open  iiiind  with  which  the  many  eontiofenial 

;  proached.    The  author  has  no  reformsr's  ana  to  phid  al  any 

^  the  facts  are  preeented,  pro  and  con,  and  the  dog^nelie  esA* 

1)0  one,  is  left  to  the  reader  for  formukthm. 

r/mwf,  O. 

»  u.   ..      Japan  in  Worid  PoliUeB,    Pp.  »vtu    aoo     Prim-  tl-HL 

ork:  The  Maemillan  Company,  1917. 

iwakami,  a  partly  Ameriean-edueated  Jspnneee.  sofarashisadTmncad 
Moemed,  and  a  foUower  of  Karl  Man  who 
M>oialiBtio  views  after  an  extended  resklsnee  in  the 
States  and  marriage  to  an  Ameriean 
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wriUr,  not  to  MiytPropagMidait,  oQ^tbe  8ul 
ADd  AmaricA.    Wbetbar  one  reads  hiB  A 

I,  tlie  pwent  work,  or  his  Modtm  G<  1  other  attempts  in  Jap- 

the  reader  will  be  impreeeed  with  the  bh...^  w^.v.  ihrough  all  of  apolofcetio 
for  hk  native  land  or  the  lament  that  neither  has  the  United  States  nor  have  other 
Weeten  Fowen  admitted  Japan  without  reservation  and  fully  into  the  oomity  ot 
or  to  a  oomplete  aocial  and  legal  equality.    The  author's  announced  und 
motive  it  to  piromote  friendly  relations  and  good  feeling  between  the 
United  States  and  Japan,  the  two  nations  most  conoemed  in  the  pohtical  :um\ 
tfwwtn**  nuoetioni  that  determine  the  future  of  the  lands  bordering  on  the  I ' 
Oeaan.    llie  whole  viewpoint,  however,  is  essentially  Japanese  and  assert 
following  disputable  and  in  my  opinion  untrue  major  premise  that  Japan  has  not 
reoaived  a  square  deal  from  America.    This  unhistorical  attitude  somewhat  mini 
nuMS  the  author's  ehanoe  of  becoming  the  ideal  interpreter  of  rational  relatione 
betweee  the  two  countries,  such  as  are  tjrpified  in  the  Root-Takahira  and  Lan-i :  j 
lahii  "geotlemeo's  agreements"  which  have  signalised  and  emphasized  the 
sonal  and  national  attitudes  of  America  to  Japan  under  the  Roosevelt 
Wilson  administrations.    It  is  safe  to  say  that  this  attitude  has  never  seri()iiM\ 
varied  sinoe  the  days  of  Commodore  Perry,  on  the  part  of  the  United  States  at 
Mr.  Kawakami's  book  will  and  should  be  read,  however,  by  all  those  who 
to  be  informed  on  moderate  Japanese  opinion  on  certain  controverted  diplo- 
matic or  economic  questions  between  the  two  governments,  especially  on  those 
relating  to  California,  Mexico,  the  Philippines,  China,  and  German  ambition^ 
and  dastardly  intrigue.    It  offers  some  antidote  to  the  Jingoistic  utterances,  writ- 
ings and  doings  of  certain  American,  Japanese  and  German  trouble-makers. 
Mr.  Kawakami  has  a  personal  axe  to  grind  also  because  he  desires  to  bo< 
a  naturalised  citizen  of  the  United  States  and  he  regards  our  attitude  against 
uralisation  as  the  real  menace  to  our  future  relations  with  Japan.     Equally  as  fan- 
tastic is  his  doctrine  that  Japan,  the  most  serious  enemy  of  the  "Open  Door"  in 
China  and  the  chief  power  threatening  Chinese  "integrity,"  prior  to  Mr.  Lansing'.^ 
agreement  with  Ishii,  has  been  the  sole  nation  to  fight  to  maintain  these  prin- 
dples.    The  "Open  Door"  is  well  known  as  an  American  policy  begun  in  th( 
American-Chinese  Treaty  of  Wang  Hia  and  emphasized  by  John  Hay. 

J.  C.  Ballaoh. 
UnSmnUy  of  Pennsylvania. 

Lapp,  John  A.  (Compiled  by).    Important  Federal  Latoa.    Pp.  xv,  933.     Price, 
$6.00.    Indianapolis:  B.  F.  Bowen  and  Company,  1917. 

In  this  volume  Mr.  Lapp,  whose  l^islative  work  is  widely  known,  seeks  to 
give  within  the  compass  of  less  than  one  thousand  pages  a  compilation  of  the  moro 
important  recent  federal  laws.  He  has  succeeded  admirably,  has  used  excellent 
Judgment  in  the  selection  of  statutes  and  in  summarizing,  where  this  is  necessary. 
The  result  is  a  remarkably  compact  and  handy  volimae  printed  in  clear,  large  type 
oo  thin  paper, — a  book  that  will  be  indispensable  to  the  banker,  the  journalist,  the 
lawyer,  the  lecturer,  the  teacher  and  the  advanced  student  of  social  science.  It 
will  also  prove  a  valuable  reCerenoe  work  for  general  libraries. 


BooE  Dbfaktmbnt 

The  ■titqlM  ww  a  wkk  imn^B  of  lubiwi 
uadm  tht  foll0«ii«  iMdt:  A^ieoltura,  VocbHoimI 
sntlon  and  NatanBMtioB,  BiiriiiMi  Wimibtfaw,  Food  aad  Dnm>  L^bor. 
tkm,  ConuiMroa,  EloolioiM»  NatlocMa  DbImm,  Timd*  Mailn  oad 
\f..r.i  lUfonn,  BMilmiptoy,  Criminal  Coda,  Jtidkkl  Coda,  Umkk 

than  iroupa  all  lUtuiai  of  impoftanoa  up  to  thorn  pMnd  la  ll»  tmlf 
Bijiiini«sr  of  1017  are  givao.    Bona  intaf  tJnf  faou  Hand  out  fana  a  p«^^  «f 
ihmb  lawi.    Moat  of  Umoi  ha?a  ban  pMnd  or  revfatd  liaM  1910, 
<«t  la  tba  main  body  of  wgalitiTO  aUtittaa.    Thcgr  ptovida  lor  as 
raaw  in  Uta  national  adminiiiimUf  maabtn»y  to 
A  kife  pioportioB  of  thin  ara  baMd  upon  iJm  f adaral  { 
although  maiiy  ara  not  aommoraial  in  thair  ehiof  porpoia.    WbBa  tW 

0  tho  data  of  pubBoatioo  haa  ban  extranMly  important,  aiinriiMjf  ia  iha  iaid 
tAxation,  the  pf«MBi  oompiktion  it  higMy  ntiifaoiory  in  all  laipailtL    ftulai 
Lapp  haa  performed  a  real  Mnriee  in  mhwiing  and  briai^  logatlHr  la  thii 
t  vaniaot  form  the  ohief  federal  maaaurei  of  prenoi  intamL 

Jama  T.  Yoosa. 

^yr.EuBU.    Latim  Awmiea  and  the  Umimi  SUttm.    Pp.iTi,an.    Pkie^ttJOi 

Cambridge:  Hanrard  Uniyarsity  Prea,  1017. 

Of  the  many  notable  addrenee  delivered  by  Mr.  Root  aa  Oaaalaiy  of  Slaia 
1  aa  a  member  of  tha  United  Statae  Senate,  eertafaily  nooa  hava  had  a  Imiv 
'  rnatioaal  influence  than  tha  eeriei  of  remarkable  apeeehii  arhUh  ha 
r  ing  hie  tour  through  South  America  at  the  time  of  tha  Thbd 
tferenoe  held  at  Rio  Janeiro  in  1006.  Tbeee  eilJieawa  posM 
deeper  than  the  mere  formal  greetingp  of  a  diitinguiAed  i^a— ilallfiaf  tha 
umment  of  the  United  States,    thty  breathe,  not  only  a  broad 

oarry  to  our  deter  republics  a  roesesge  of  true  frieochihip  and 
■y  mark  a  distinct  epoch  in  the  nttitvtHe  of  these  natioos  toward  tha  IMlad 
.tes. 

In  BIr.  Roofs  addremes  there  is  totally  absent  that  spirit  of  eoadmsnsisa 
trmteriiing  ao  many  American  utterances;  an  attitoda  whieb  haa  daaa  hnmIi 
117  to  our  rebtiona  with  Central  and  South  America.    PhrtMMy  Mtabla  it 

address  deliverad  at  the  Thud  Pan-Ameriean  Conf eraoea.    Oa  iMi 
^laioo  he  summariaed  in  admirable  form  the  spirit  which  aboah 
vtions  of  tha  American  countriea  with  one  another.    This  ona 
road  and  re-read  by  the  American  people,  and  it  is  00  engjpraHon  to  eay 
ire  geoeratkma  wUl  and  therein  the  beat  and  higheal  aipfiBBioa  of 
•ign  policy.  L.  81  R. 


vBUROH,  Ronald  F.    IfOMmaUtmal  ComMntioiu  ami  Tkiri  dMss.    F^  wwi^ 
110.    Price,  t2.50.    New  York:  Ixmynans,  Green  and  Cbmpa^y,  1917. 
This  is  another  addition  to  the  series  of  contributions  to 

A  being  brought  out  under  the  editorship  of  Piofasa 

u-errity.    Inasmuch  aa  it  deals  with  only  one  of  the 
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intemaUutuU  Uw,  it  will  appeal  to  the  spedaUat  rather  than  to  the  general  student  ft 
gf  iotflnatioDal  law.    The  author  undertakes  to  answer  a  question  which  has  ^ 
u&fm  iMVtIolore  been  the  aubjeet  of  research:  What  is  the  effect  of  international 
fflmTiBtfffM  on  other  siatea  than  those  which  are  parties  thereto?    Recently  this 
HUMtion  Bprvoig  into  importance  by  the  case  of  Coata  Rica  v.  Nicaragua  before  the 
Oanliml  American  Court  of  Justice  in  which  the  Court  held  that  the  Bryan- 
Chamorro  treaty  of  August  5,  1014,  between  the  United  States  and  Nicaragua 
violated  certain  rights  of  Costa  Rica.    The  author  reviews  the  principles  laid 
down  in  the  municipal  laws  of  the  more  important  states  so  far  as  they  deal  u  itli 
the  matter.     He  then  summarizes  and  criticiees  the  opinions  of  the  juri." 
text  writers  who  have  previously  considered  the  subject.     Finally,  he  exam  mm 
tiie  precedents  that  have  arisen  in  diplomatic  practice,  and  on  the  basis  of  the  in 
fonnataon  obtained  from  these  three  sources,  he  formulates  his  own  conclu 
Altogether  the  monograph  throws  much  light  on  a  hitherto  neglected  .^  . 
and  aa  such  it  is  a  distinct  contribution  to  the  literature  of  international  law.     it 
contains  a  valuable  bibUography  of  the  authorities  who  have  heretofore  touched 
upon  the  question  which  he  attempts  to  answer.  J.  W    d 

SOCIOLOGY 

Ellwood,  Charles  A.     An  IrUroduclion  to  Social  Psychology.     Pp.  xiii,  34. 

Price,  $2.00.     New  York:  D.  Appleton  and  Company,  1917. 

This  is  virtually  a  revised  edition  of  the  author's  Sociology  in  Us  Psychological 
AtpecU  published  in  1912.  The  subject  matter  has  been  somewhat  modified  and 
rearranged;  the  terminology' varied;  but  the  viewpoint  is  unchanged.  The  style 
is  clear.  The  author  knows  the  other  writers  in  his  field  and  presents  their  views 
accurately.  He  uses  ordinary  terms  wherever  possible  and  for  this  deserves  much 
credit. 

The  first  three  chapters  are  introductory.  In  them  are  sketched  social  ps> 
cholog>',  the  evolution  of  organisms,  and  the  nature  of  human  society.  In  tl 
next  five  chapters  the  nature  of  social  unity  is  discussed  at  length  as  is  &]»> 
change  under  nornuil  and  abnormal  conditions.  In  the  succeeding  cli 
spcc'ial  topics,  such  as  the  r61e  of  instinct  and  intelUgence,  imitation  and  s 
tion,  sympathy  and  consciousness  of  kind  are  treated,  the  closing  chapter 
in  reality  a  sunmiary  on  the  nature  of  society. 

It  would  be  easy  for  the  reviewer  to  discuss  at  length  many  of  the  views  pr» 
sented  and  to  question  certain  of  the  conclusions  reached.     For  instance  the  hedon 
istie  explanation  of  conduct  is  rather  Ughtly  disposed  of  on  the  ground  of  the  i ; ' 
activity  of  the  organism  without  regard  to  external  stimulus.    I  am  not  con 
that  the  problem  ends  there.     The  great  question  which  comes  to  the  mind 
eoooenied  with  the  author's  positions  but  has  to  do  with  the  reUability  of  tli- 
pteseoted  by  psychology  on  which  social  psychology  must  be  based.     Here  I  iia\ 
many  doubta.    Admitting  this  situation,  I  must  compliment  Dr.  Ellwood  on  In 
ability  to  sdect  and  preamt  his  material .     His  discussion  is  timely  and  stimulatin |. 

Cabl  Kelbky. 
Uniarrniy  of  Pennsybania. 
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New  York:  E.  P.  Dotton  and  Company,  1916. 

The  purpoee  of  the  new  reviakm  of  thia  work  haa  bean  to 
number  of  changea  "oonaiaient  with  giving  a  true  idea  of  the 
•wledge. "    It  is  designed  primarily  to  give  a  ■ummariaed 
'  ^  variation,  heredity  and  evolution  from  the  viewpoint  of  Mi 

logy  ia  somewhat  limplilied  to  serve  the  purposss  of  the 
1  aM  the  setaotifio  public.    The  book  b  a  ussful  summary  of  the  flsid 
tt)  an  up-to-date  point  of  view.  J.  O.  & 
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HMOMD,  Mabt  E.    Soei4U  Diagrums.     V-   "'^      f*-^  92J0O.     New  Ycek 
RussaU  Sage  Foundatkm,  1917. 
No  taak  oouki  be  more  difficult  than  that  which  Mia 
en;   the  reduction  of  the  "rule  of  thumb"  kuuaMp  «l  • 
tement  of  the  gensfal  prineiplas  on  which  aU  good  eaas  wetk, 
iow,  the  negieeted  child,  or  the  homeless  man,  OMial  raii. 
This  book  ia  the  ripe  product  of  fifteen  yeaia  of  attidy  aad  aBpariaaee  ^eee 
•-no  much  to  develop  and  standaniiie  methods  of  aadal  ease  aaik 
rs  have  waited  for  the  publicatioo  with  aaflSHMsa,  aad  have  kmmi  to 
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BOib  wliieli  they  rocMt  need  in  their  daily  work,  in  the  training  of  volunteers.  ar( 
fai  tlie  mora  thaoretiod  dieouaaioDS  of  the  claas  room. 

The  book  if  divided  in^  three  perts.    In  the  first  the  nature  and 
tndnoe  are  dianiiwed  with  a  eummary  of  thoae  lessons  which  medicine : 
haw  taught.    In  the  second  part  the  processes  which  lead  to  accurati 
nods  are  •^■tninfi  ^nd  the  value  of  the  various  sources  of  evidence — frien(i^ 
tives»  social  afSDcies,  etc. — is  weighed.    In  the  third  part  a  set  of  type  quiu  l  i^ 
oaires  is  giveo  for  use  by  the  worker  dealing  with  any  one  type  of  disability,  sud 
aa  the  umnanied  mother,  or  the  alcoholic,  or  the  blind. 

The  title  of  the  book  is  perhaps  misleading,  as  the  author  does  not  discus 
group  relations  and  their  influence  on  the  individual,  neither  is  there  any  implici 
tion  that  the  maladjustments  and  misfortunes  of  the  individual  are  more  often  Mn 
to  social  causes  beyond  his  control  than  to  personal  weaknesses  and  defects. 
book  is  eotirely  concerned  with  the  principles  involved  in  personal  work  wit ' 
pie  in  distress,  and  the  various  individual  readjustments  that  might  restore  then 
to  a  normal  status  in  the  community. 

While  the  book  is  distinctly  a  text-book  and  technical  in  character,  it  is  so 
liberally  sprinkled  with  illustrations  from  the  daily  experience  of  case  workers, 
that  it  makes  most  interesting  reading  even  for  the  layman,  and  will  undoubtedly 
have  a  wide  public  appeal.  Hslen  Glenn  Tyson. 

SiaU  Supervitor,  Molhert*  Assistance  Fundf 

HoTTXtbtarg,  Pq. 

VooT,  Paul  L.     Introdudum  to  Rural  Sociology.    Pp.  xvi,  443.     Price,  '$2.00. 
New  York:  D.  Appleton  and  Company,  1917. 

An  introductory  chapter,  dealing  with  practical  topics,  is  followed  by  a  study 
of  geographic  environment  in  Chapter  II.     Chapter  III  deals  with  the  improve 
ment  of  agricultural  methods,  including  the  social  eiTects  of  these  improvements 
Chapter  IV,  with  good  roads,  the  automobile,  the  telephone,  and  other  means  < 
communication,  together  with  their  effect  on  rural  welfare;  Chapters  V  and  VI 
treat  the  land  question,  farm  wages,  and  farmers'  incomes;  Chapter  VII,  popula- 
tion movements,  including  the  cityward  drift.     Chapters  VIII  to  XI  deal 
physical,  mental  and  moral  conditions  of  rural  populations     The  next  eight 
ten  are  devoted  to  rural  organizations:   political,  economic,  social,  educational 
and  religious.     In  Chapters  XX  to  XXV,  Dr.  Vogt  deab  with  the  rural  village. 
which  he  has  wisely  included  in  this  work  because  the  rural  village  is  a  component 
part  of  the  agricultural  community,  although  it  is  seldom  adequately  discusse^l 
in  similar  works  and  in  courses  in  rural  sociology. 

Chapter  XXVI  takes  up  the  reverse  side  of  the  rural  problem,  including  thr 
question  of  superiority  of  country  or  city  birth,  leadership,  the  rural  exodus,  an< 
the  social  rssults  of  each.  The  last  chapter  discusses  the  rural  survey  as  a  mean^ 
of  approach  to  the  rural  problem. 

At  the  eod  of  each  diapter  are  a  few  well  selected  references.  Questions  for 
study  ftnphaaite  important  points  in  each  chapter,  and  should  prove  of  great  help 
to  the  inatiuotor  UHing  rural  sociology  as  an  introductory  course.  The  topics  for 
give  valuable  suggestions  for  field  work  and  for  special  papers. 
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FOREWORD 

lofinitive  treAtmeiii  ol  oertaia 

oonstituUng  the  naxi  atopi  b  nOtmd 

tion,  this  volume  waa  revamped  almoai  over  nighi  by  iIm 

u<r«  <sity  of  war  adjuatmenta  in  the  relatioD  ol  the  federal  fowo> 

mont  to  the  railroada.    Certainly  no  one  could  be  more  ralneUyii 

Jitor  to  speak  as  one  with  autliority  about  the 

he  raihroada  of  the  United  Statea.    However,  by 

118  of  widely  varying  tones  and  by  maldng  available  to  Ibe 

adore  of  rAfi4nn<i/«  documentary  material  not  generally 

is  hoped  that  this  volume  will  afford  some  baiia  for 

finding  of  the  present  railroad  situation  and  for  pubtte  ^^ptiHl  Id 

rmulate  regaitiing  the  socially  desirable  relationihip 

•vemment  and  railroads  after  the  war. 
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***'TAILURES  AND  POSSIBILITIES  IN  RAILROAD 

REGULATION 

Bt  T.  W.  Van  Mvru 

<  n  in  1906  and  1010  the  federal  law  for  the  raffuUtioo  ol 

....'  transportation  was  amended  to  give  the  Interilaie  Com- 

^li    'ce  Commission  the  authority  (1)  to  require  railroMl  rtmifwinkt 

^  nake  just  and  reaaonablc  charges  for  their  services,  (2)  to  put  a 

'  i>  to  objectionable  discriminations,  and  (3)   to  forestall  aoj 

inpts  which  the  carriers  mi^ht  make  arbitrarily  to  increase  rates, 

vas  hoped,  and  in  many  quarters  believed,  that  the  troublesoma 

estion  of  public  regulation  of  rates  on  interstate  traffic 

'  finitely  settled.     During  the  period  that  witnessed  the 

Imiiiatiiig  in  the  improved  federal  legislation  the  state  IfCJriitnrss 

ere  active'  in  dealing  with  the  railroads,  and  virtually  every  stale 

as  given  a  commission  clothed  with  authority  to  regulate  rates  OQ 

itrastate  traffic.    The  "railroad  problem  "  was  regarded  as  solved. 

•-ivate  ownership  and  management  were  retained; 

ive  orKanization  designed  to  afford  the  public  protection 

iiitly    high    and    unnecessarily   discriminatory   rates 

!ied.    It  was  thought  that  a  policy  which  combined  tbe 

advantage  of  efficient  private  operation  and  effective  publie 

untrol  would  surely  result  in  the  development  of  a  thoroughly 

^tisfactory  transportation  service  at  rates  reasonable  to  tboas  who 

iised  the  service  and  adequate  for  those  who  produced  it. 

Though  this  policy  has  been  in  effect  more  than  a  decade  it 

iocs  not  seem  to  have  had  the  entirely  beneficial  effect  so  fsosfally 

szpected.     Expressions  of  dissatisfaction  with   the  oondtlaoiis  of 

railway  transportation  have  for  some  years  grown  steadily  in  number 

"1  in  emphasis.    While  the  complaints  have  not  been  due  to  the 

>c  causes  which  elicited  protests  and  demands  in  formor  limes, 

\  have  been  none  the  less  clamorous  and  insistent,  and  they  have 

n  concerned  with  matters  just  as  vital  to  the  general  public,  and 

h  questions  which  touch  an  even  greater  range  of  interest  than 

as  previously  involved.    Owners  and  manafsn  of  railroad  ptop- 
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ertj  point  to  increased  investment  and  declining  returns,  to  bank- 
niptdes  and  receiverships,  to  their  inability  to  acquire  investment 
funds  necessary  to  enable  the  transportation  system  to  keep  pace 
in  development  with  other  branches  of  industry.  The  shipping 
public  is  resentful  of  continued  car  shortage,  embargoes  and  im- 
paired service,  due  to  lack  of  equipment  or  to  want  of  efficient  rail- 
way organization,  or  to  both.  Railway  labor,  pressed  nearer  the 
subsistence  level  of  income,  asks  for  higher  wages  to  meet  the 
advancing  cost  of  living,  only  to  have  the  demand  refused  by 
employers,  who,  unable  to  increase  arbitrarily  the  price  of  the 
commodity  which  they  produce  and  sell,  are  themselves  victims  of 
increasing  costs  of  raw  materials  and  supplies,  the  prices  of  which  are 
regulated  neither  by  statute  nor  by  commission.  And  in  the  midst 
of  the  gravest  crisis  in  the  history  of  the  nation  and  of  the  modern 
world,  we  are  confronted  with  the  facts  that  the  railway  system 
of  the  United  States  is  unable  to  meet  the  needs  of  the  country; 
that  while  the  system  is  probably  more  efficient  than  the  railroad 
system  of  any  other  country,  it  has  fallen  far  short  of  realizing  tho 
highest  standards  of  economy  and  efficiency;  that  while  the  railways 
are  handling  a  greater  traffic  than  at  any  previous  time  they  arc 
falling  short  of  supplying  the  demand  for  transportation;  and  lliat 
they  are  not  even  hauling  the  quantity  of  freight  which  they  would 
possibly  haul  with  their  present  equipment  but  with  a  different 
operating  organization.  In  order  that  the  people  may  secure  food 
and  fuel  adequate  to  sustain  life,  in  order  to  provide  industry  with 
raw  materials,  to  save  the  tottering  credit  of  the  railroad  companies, 
to  anticipate  the  ominous  situation  which  new  demands  on  the  part 
of  railroad  labor  were  about  to  create,  and  to  make  it  possible  for 
the  country  to  take  the  effective  part  in  the  war  for  civilization 
which  its  huge  resources  and  the  will  of  its  people  warrant,  the 
government  has  been  compelled  to  take  over  the  operation  of  the 
raibroads.  We  have  been  forced  to  confess  that  our  railroad  policy 
has  fallen  far  short  of  the  ideal;  the  first  acute  emergency  ha.*? 
compelled  us  to  discard  the  entire  structure  of  private  operation  and 
public  control  so  laboriously  and  hopefully  devised,  of  which  so 
much  was  expected ;  by  executive  mandate  the  President  is  endeavor- 
ing to  achieve  the  operating  economies,  long  easily  attainable  but 
just  as  long  wilfully  neglected  under  the  past  policy  of  private 
management  and  public  regulation. 
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The  railroad  problem  ia  far  from  being     kmym.      ii  aaa 
titered  a  new,  aod,  in  laott  respecU,  a  much  more  dlAaUi 
\  by,  after  the  long  and  appareoily  tueoeailttl  ainiggle  to 
rongBof  f"'-    -  iaya,  areweoompeUedlOi 
are  w^  ^ted  with  queaiioni  mora  diAeoH  nd  < 

t  cd  than  any  previoualy  eneountered?    And  what  is  to  be 
III  tiie  future? 

In  answer  it  must  be  said  that  theie  are  elear  an 
rounds  for  complaint  against  both  the  system  oC  private 

*'—    ^  •  iblic  regulation  as  they  have  htthsrto  eiriMd. 

about  the  Qrstem  of  private  maaaisaMBl  is 

It  is  ineliiciont  because  it  has  failed  to  achieve  opermting  uail|r; 

•    rpoee  of  securing  a  unification  of  the  railroad  Mm 

ent  assumed  control  of  railroad  opsratio 

oneral  impression  that  the  laws  of  the  country  have 

-  ration  among  the  carriers,  and  a  nonsistiai 

a  to  lay  at  the  door  of  the  govemmeot  the  faihiieof  Om 

:UTiers  to  co6perate  in  the  use  of  their  physical  eqatpaiML    TIttB 

-rasion  is  based  on  false  assumptions.    There  is  no  fedeiml  laiw, 

vcr>'  few  state  laws,  which  stand  in  the  way  of  eoftparalioa 

rig  the  carriers  in  the  use  of  their  facilities;  the  eommon  eae  el 

passenger  terminals  and  tracks,  is  practised  extensively,  aad  H 

ves  no  violation  of  the  Uw.    The  railroads  have  failed  to  "fsi 

ogether"  merely  because,  in  everything  except  the  fixing  of 

I  ho  railroad  business  is  a  highly  competitive  business.    The 

ticn  of  tenuinal  facilities  and  tracks  requiree  that 

Mirrcnder  certain  monopoly  advantages  of  location  whieb  tiMQr 

ioni;  possessed,  and  such  a  surrender  no  company  has  ever 

u  1  ling  to  make.    There  is  hardly  a  iMigfi  city  in  the  oounlfy 

has  not  provided  a  battleground  for  railroad  strategists  iftteoi ' 

■-ing  and  perpetuating  the  exclusive  control  of  a  favorable 

Raihroad  companies  have  captured  and  held  with 

i;rm8p  the  waterfront  of  our  chief  ssaports  and,  aswiming  a  dog* 

*' r  attitude,  they  have  often  failed  to  develop  tl» 

mselves  and  have  forbidden  the  eoflraaelUBsal  of 
uiti«  rs.  iiodies  of  raibxMtd  workmen  have  fought  pilc4eH  batfios 
ovir  choice  bits  of  territory;  millions  of  doUaie  have 
in  the  defeat  of  aggreesive  competitors;  public 
secondary  consideration  to  monopoly  privilefs.    TIm 
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mad  wafteful  terminal  systems  in  such  great  cities  as  New  York, 
Phfladelphia  and  Chicago  have  been  enduring  and  impressive 
mOBiunenU  to  the  lack  of  railroad  unity.  SuHicicnt  money  was 
wasted  in  the  combat  waged  by  the  Wabash  Railroad  to  enter 
Pittsburgh  to  construct  a  great  imified  terminal  at  that  choked 
gateway  from  which  it  was  necessary  recently  to  divert  all  ship- 
ments of  through  freight. 

It  is  useless  to  assume  that  the  repeal  of  the  anti-pooling  clause 
of  the  Act  to  Regulate  Commerce  and  the  modification  of  the 
Sherman  Law  would  pave  the  way  for  voluntary  railroad  unity. 
Thoee  laws  have  not  stood  in  the  way  of  the  operating  unity  sorely 
needed  at  many  terminals,  and  the  mere  repeal  of  those  laws  will 
not  affect  the  situation.  Persons  who  place  dependence  in  such 
legislative  changes  forget  that  former  railway  pools  were  organized 
solely  for  the  purpose  of  controlling  rates;  pools  were  never  intended 
to  facihtate  operating  unity,  and  they  never  had  such  an  effect. 
Railroad  managers  now  accomplish,  through  informal  rate  agree- 
ments, all  that  they  ever  sought  to  accomplish  through  pools  and 
formal  rate  agreements,  and  they  are  consequently  entirely  in- 
di£ferent  to  the  proposed  changes  in  the  law.  Indeed  the  more 
astute  managers  are  averse  to  these  particular  changes,  which,  if 
made,  might  create  expectations  on  the  part  of  the  public  which 
they  have  no  inclination  voluntarily  to  fulfill.  There  is  no  doubt 
that  the  formation  of  pooling  agreements  would  make  it  easier  for  the 
railroad  companies  to  effect  the  financial  arrangements  necessary 
to  a  plan  of  unified  operation  under  private  ownership,  and  if  private 
operation  is  to  be  resumed  it  is  desirable  that  pooling  should  l)e 
permitted;  but  the  mere  toleration  of  pools  and  rate  agreements 
will  not  lead  to  the  voluntary  unification  of  physical  facilities  so 
long  as  railroad  managers  desire  to  continue  their  hold  on  their 
particular  monopoly  advantages. 

In  recognizing  the  fact  that  railroad  managers  have  not  gone 
as  far  as  they  might  have  done  in  improving  the  railroad  servi< c 
through  unified  operation  we  must  bear  in  mind  that  scant  measure 
of  blame  can  attach  to  them  for  their  failure.  We  do  not  expect  a 
business  man  meekly  to  share  his  strategic  advantages  with  every 
struggling  rival.  The  ideal  of  American  business  has  been  com- 
pelhion,  and  the  existing  railroad  laws  are  based  upon  the  theory 
that  railroads  should  be  forced  to  compete  with  one  another.     Far 
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of  :     ,  ,  .  . 

i'  country  have  held  ttoadfaatly  to  the  ideftl  oC 
tn(lea\  io  prevent  railway  oo6penilioo  in 

form  <  )Q  which  is  virtually  Indlipenaahle  to  Um 

.  tory  coiuluct  of  the  railroad  buaineai.    In  punming  Uiia  theofy 
uui  '  'irdened  our  statute  books  with  Uwt, 

n^  ction  of  the  publio,  which  have 

it«r  obetnjction  to  the  development  of  adequate  railwiqr 
'un  the  unfoif  f  selfishness  panoed  by  IIm 

iianacers.    Tu  has  seored  as  niaaj  erran; 

•th  of  omission  and  comiiussion,  as  has  private  operation. 

•  IiuU  syBf*        '  r.iilroad  rsgiilation  by' state  and  fedsnl 

i^withoui  i'umbersome  and  wasteful,  and  it  has  bsM 

proliric  oourco  of  conflict  and  miBunderatanding.    The  state  rall- 

ruad  and  utilities  commissions  are  not  a  conspioawii  soeeass  ffooi 

the  8tand|K)int  of  personnel.    They  are  composed  elMlyoC  lawywt 

liose  main  interests  lie,  if  not  in  politics,  in  le^al  rather  than  te 

Mems.    Commissions  of  several  stales  have  besa  ossd 

iisreputable  political  tactics;  that  they  ealsl  for  tbe 

purpose  of  safeguarding  one  of  the  most  vital  business  intitrests  of 

the  country  seems  to  have  eluded  the  un<leiBtandinc  of  not  a  lew 

appointing  officials.    Ill-considered  and  unwise  laws  for  railroad 

xulation  have  been  passed  with  too  great  frequency;  and  the 

'wers  vested  in  commissions  have  often  been  used  with  ioiurioiis 

fects  to  the  carriers,  or  just  as  often  have  remained  unused  to  the 

trimcnt  of  the  general  public. 

r    '    '  fho  entire  bill  of  partitul.'irs  aKHin«*t  ifi«    |.r.-*  :.*. 

ion,  of  which  these  counU  are  proliaMy  ih«»  iik**i 

iix)rtant,  is  the  fact  that  virtually  all  legislation  enaeled  for  tiM 

pur|>oee  of  contn>l!         '     practices  of  the  railroad  eorporatloM  is 

one-«ide<l  in  chani<  videnoes  a  commendable  effort  to  protect 

10  shipping  and  travelling  public  from  unfair  treatment  by  the 

'lit  it  shows  little  evidence  that  the  legislatines  thooght 

ver  be  necessary  that  special  preeauUoQS  be  MkoB  to  aafe> 

lard  the  interests  of  the  railroads.    This  situation,  unfortttaale 

iiough  it  be,  is  the  quite  natural  result  of  the  offensive  attitnde 

"  jrmerly  assumed  by  the  raihroad  interests.    It  wae  oaee  a  well-oiik 

universal  custom  of  railroad  offieials  to  justify  or  to  eoadoM  the 
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flagimnt  abuaes  of  the  transportation  service,  and  it  was  their  habit 
strenuously  to  combat  all  attempts  made  by  legislative  bodies  toj 
render  their  objectionable  practices  impossible.     Total  disregard] 
by  the  carriers  of  the  interests  of  the  public  which  they  serv< 
bred  legislation  in  which  little  effort  was  made  to  consider  th< 
welfare  of  the  railroads.     Laws  were  of  necessity  fashioned 
cudgels  with  which  refractory  selfish  interests  could  be  driven  to 
consideration  of  the  rights  of  others  and  to  a  realization  of  thei^ 
own  duties  and  responsibilities;  the  stubborn  opposition  which  th< 
railroad  interests  exhibited  to  all  legislation  was  chiefly  responsibl 
for  the  retaUatory  character  which  the  law  assumed.    The  Act 
Regulate  Commerce,  as  amended,  provides  easy  methods  for  tht 
reduction  of  rates,  and  supplies  only  obstacles  to  the  increase  o( 
rates;  the  Interstate  Conmierce  Commission  was  definitely  intend* 
to  be  primarily  a  rate-reducing  organization. 

The  necessity  of  using  punitive  methods  in  the  past  rendei 
diflicult  the  problem  of  forming  a  constructive  program  for 
future.  The  old  feeling  of  bitter  resentment  against  the  rail^ 
official  of  the  ^'public  be  damned"  type  has  not  been  eradicai  .. 
The  average  shipper  looks  with  more  complacency  on  rates  which 
provide  no  net  revenue  for  the  carriers  than  upon  rates  which  are 
ruinous  to  his  own  business.  He  has  just  as  nmch  difiiculty  in 
seeing  that  a  reasonable  rate  involves  the  consideration  of  the  welfare 
of  the  railroads  as  the  railroad  managers  once  had  in  seeing  that 
reasonable  rates  involved  a  consideration  of  the  welfare  of  the 
pubUc.  The  old  policy  of  brutal  exploitation  is  having  its  natural, 
if  undesirable,  results. 

A  conspicuous  effect  of  the  new  order  has  been  the  confession 
of  former  faults  on  the  part  of  railway  officials,  a  profession  of 
repentance  and  a  bid  for  forgiveness.  All  public  regulation  was 
once  anathema;  today  regulation — "of  the  proper  kind  " — is  accepted 
with  apparent  welcome.  The  almost  universal  spirit  of  willingness 
to  receive  guidance  by  public  authority  and  the  unanimous  desire 
to  let  bygones  be  bygones  speak  well  at  least  for  the  influence  of 
past  legislation  with  respect  to  moral  regeneration. 

It  is  an  unfortunate  thing  that  to  many  ears  the  professions  of 
willing  acquiescence  in  a  new  dispensation  should  smack  strongly  of 
deathbed  repentance.  "When  the  devil  was  sick  .  .  .  ." 
While  it  is  unquestionably  true  that  the  majority  of  railroad  officials 


Railroad  RKcrLATinw  j 

have  seen  a  light,  certam  lacu  indicate  in  loiiie  qoarteni  a  waal  of 
iincerity,  a  laek  of  frankiMM,  whieh,  eouplod   with 
rep:rGttable  laptwa  of  conduct,  tend  to  keep  alive  the  old 
and  suBpidons  and  to  weaken  belief  in  proteetaliooe  of  leform. 
It  would  be  easier  to  forgive  and  forget  the  exe«Me  of  raihraj 
;>italization  indulged  in  a  generation  ago  if ,  In  the  ibeinctt  of 
;  Ml .  r  a  tiiiiiii>tr:itive  regulation,  all  railway  oflleiahi  would  leMa 
fmii,  KiMiiu  lit  iiionstrationa  of  a  present  aptitude  for  ■jwiflar  es- 
\  ccaaee.    The  examples  within  the  past  few  years  of  wanton 
"  Hound  railroad  financial  structures  for  the  purpose  of 
all  groups  of  unscrupulous  speeolators  have  phMsed  upon  the  rseofd 
pie  evidence  that  some  of  the  trustees  in  charge  of  the  trans- 
ion  service  are  unfaithful  to  their  trust  and  unfit  to  have  a 
ill  the  direction  of  public  service.    It  is  true  that  reputable 
I  road  managers  have  condemned  the  acts  of  the  speculatOft; 
r  it  18  not  customary  for  the  public  at  large  to  discriminate  eai^ 
I y  i>otwe€n  the  good  and  bad  elements  of  any  particuUr  dass. 
Moreover  %nrtually  all  railroad  managers  have  endeavored  to 
advantage  from  f!      "    U  of  the  finandal  wrecking.    A 
iture  of  the  widt  .  ished  appeals  for  increased  rales 

>  l>ocn  to  call  attention  to  the  unprecedented  mileage  of  railroad 
'       '    ^  rs.    It  was  widely  Mhrertised  in  1015  thai 

ileage  of  line  under  the  control  of  reeeiTen 
m  at  any  previous  time  in  the  history  of  the  country,  and  this 
t  was  earnestly  presented  as  good  evidence  of  the  need  for  in- 
cised rates.    A  very  brief  analysis  showed  that  two-thlrds  of  the 
•'in  the  hands  of  receivers  had  reached  bankruptcy  because  of  the 
^il  financial  operations  of  the  speculators  who  had  secured 
of  the  companies;  the  excessive  mileage  of  insolvent  railroad 
sented  a  much  stronger  argument  for  regulation  of  capitalisation 
1  uian  for  upward  revision  of  freight  rates. 

'  Lapses  of  conduct  have  not  been  confined  to  buccaneering  tae> 
^  in  finance.  The  annual  reports  of  the  Interstate  Coounsires 
inmission  record  indictments  and  prosscutions  for  offenses  wlridl 
>w  every  indication  of  having  beoi  wilful  and  deUbenle  bdnt^ 
ns  of  the  law.  The  persistence  of  attempts  to  evade  or  to  violate 
ovisions  of  present  laws  serves  to  discourage  dirfntewslsd 
Iiials  who  otherwise  would  desire  to  help  the  caun  of  the 
I  roads.    Other  acts  have  a  similar  cflfcct.    Just  as  one 
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to  feel  that  the  railroade  are  an  object  of  persecution  when  a  threat- 
ened strike  brings  about  the  enactment  of  a  wage  law,  one's  sympa- 
thy is  8ul)diiod  by  the  lack  of  candor  shown  by  the  railroad  officials 
in  waiting  until  the  day  after  election  to  begin  a  test  of  the  law  in 
the  courts. 

Fallacious  arguments  and  statements  containing  half  truths 
weaken  rather  than  help  the  position  of  the  carriers.  A  statement 
widely  circulated  last  year  (1917)  called  attention  to  the  fact  that 
from  1907  to  1915  about  five  billion  dollars  was  added  to  the  capifal 
account  of  the  railroads,  and  that  net  income  was  thirty-thico 
million  dollars  less  in  the  latter  year  than  in  the  former.  From 
which  it  was  deduced  that  the  five  billion  dollar  investment  yielded 
a  return  that  was  thirty-three  million  dollars  less  than  nothing,  it 
being  the  apparent  design  to  create  the  impression  that  because 
of  the  niggardly  policy  of  the  government  this  huge  investment  was 
in  immediate  danger  of  becoming  a  total  loss.  No  mention  was  made 
of  the  fact  that  the  year  1907  was  an  exceptionally  prosperous  year 
for  the  carriers,  freight  traffic  being  greater  even  than  in  the  two 
succeeding  years,  nor  of  the  fact  that  railway  business  in  1915 
was  at  a  relatively  low  ebb,  traffic  having  been  considerably  less 
than  in  either  of  the  two  preceding  years.  Nor  was  it  told  that 
with  the  great  increase  of  traffic  in  1916  the  rate  of  return  on  invest- 
ment in  Class  I  railroads  (those  having  annual  operating  revenues 
in  excess  of  11,000,000)  was  the  greatest  ever  recorded.  It  might 
have  been  explained,  too,  that  a  large  part  of  this  investment, 
contributed  chiefly  from  earnings,  went  to  absorb  the  "water'*  of 
former  years,  which  was  always  made  to  appear  like  real  money  in 
the  investment  accounts  published  before  1907.  It  is  true  that 
railroad  income  has  showed  a  tendency  to  decline  in  recent  years, 
but  unqualified  statements  of  this  kind  misrepresent  the  real  con- 
ditions. They  do  more  to  frighten  investors  than  does  an  adverse 
decision  on  an  application  for  rate  increases.  In  fact  statements  of 
this  nature  have  aroused  the  suspicion  that  the  carriers,  by  deliber- 
ately misrepresenting  their  condition,  have  endeavored  to  depress 
their  own  financial  credit  in  order  that  their  palpable  inability  to 
borrow  needed  funds  on  reasonable  terms  would  bring  an  increase 
of  rates  which  would  enable  them  to  pay  for  improvements  out  of 
earnings.  Groundless  as  such  a  suspicion  certainly  is,  its  exis- 
tence shows  how  it  is  possible  for  the  railroads  to  arouse  public 
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opposition  by  the  very  meaiui  they  employ  to  win  public  i^riiipAll^ 
vnd  HUpjKirt. 

It  is  hiKhly  desirable  if  private  operation  of  raiJvrayt  if  to  Iw 
resumed  that  the  retaliator>'  charaeier  of  preaeni  railroad  lavt  b9 
eliminated,  but  such  a  deairo  will  be  difficult  of  attaisBieDi 
^railroad  authorities  defmitely  abandon  all  linrii  of  eoiMltiH 

nd  to  keep  alive  the  retaliator}'  spirit  of  th«  'iin^pffb. 

.^ntjition  of  facts,  violationa  of  the  Uw,  and  hUh  ^-^ ...,^  iiioal  hf 

haltetl  if  the  confidence  of  the  people  ia  to  l)e  eam<«<|,  and  tlie  ilrairr 

to  n»etMve  e<juit«l»lc  treatment  must  l)c  matrhe<l  with  e\'ideoc«  ol 

^'(llinKness  to  act  fairly.    To  the  credit  of  rai'-"'    -''^''•nldom  It 

list  be  said  that  a  majority  ia  evincing  a  sp  romki>« 

or  the  future.     rnqunlifi(Ml  abuse  of  preaciit  rrfculatioo  h 

...,;  way  to  thoughtful  discu.ssiona  of  ita  advantafoi  and  dkh 

1  vantages;  federal  regulation  of  the  issue  of  securities  is  advoealad 

here  and  there;  an  honest  endeavor  is  being  made  to  suggBSl  modi* 

fications  in  the  present  system  of  regulation  which  will  provide  for 

eonaerving  the  interests  of  the  transportation  sjritem  without  d»> 

:-inng  the  public  of  adequate  •  on  against  unfair  treatment. 

On  the  other  hand,  the  \nil,.i<  .»  ,;reatly  in  need  of  educmtioo. 

i  NK)ple  have  too  long  been  led  to  believe  that  the  interests  oC  tbs 

hi  ire  diametrically  opposed  to  all  other  business  interests; 

f^        ....uld  be  made  to  understand  that  the  maintenance  of  the 

i!>l>ortation  8>'stem  in  an  unimpaired  state  is  of  vital  importiuice 

economic  fabric  of  the  nation,  that  the  railway  senriee  should 

no  in  develop  and  expand,  and  that  existing  obstacles  to  a 

u!      th  of  transportation  enterprise  should  be  promptly 

reuioved.     If  suspicion  and  hostility  can  be  replaced  on  all  sides  by 

^  spirit  of  mutual  confidence  and  tolerance  the  work  of  ■ecuriag 

"oded  changes  will  be  easy. 

That  some  adequate  8>stem  of  railroad  regulation  caa  be 

Uovisod  which  will  permit  the  railroads  to  prosper  and  ghra  eAetot 

■srvice  at  reasonable  rates  is  not  to  be  doubted,  and  it  is  with  this 

w  that  the  next  steps  in  railroad  regulation  must  be  takaa. 

...u;d  States  is  not  prepared  to  adopt  a  program  of  goveni* 

lont  ownership  of  railroads,  and  it  is  to  be  hoped  that  once  the 

resent  crisis  is  passed  the  railroads  wiD  be  retoroad  to  prhrati 

.innir.MMont  and  a  system  of  regulation  devised  uoder  whleh 

ry  results  may  be  obtained.    We  eertainly  shall 
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return  to  the  policy  recently  abandoned,  which  has  proved  such  a 
lamentable  failure,  and  if  government  ownership  is  to  be  avoided  we 
should  begin  at  once  to  take  stock  of  failures  and  successes  and  to 
make  plans  for  the  future.    We  do  not  have  too  much  regulation  or 
too  little  regulation;  what  we  suffer  from  is  an  unwholesome  com- 
bination of  good  legislation,  had  legislation  and  no  legislation 
Purpoees  have  been  obscured  by  prejudices;  we  have  been  given 
drastic  remedies  for  imaginary  ills  and  no  remedies  at  all  for  real 
diseases.    There  are  a  number  of  radical  changes  that  can  be  s 
made  which  would  go  far  toward  establishing  our  regulative  S3. .. 
on  a  fundamentally  sound  basis,  and  would  render  easy  the  workiu 
out  of  the  details  of  a  harmonious  and  constructive  policy. 

The  dual  system  of  regulation  as  cairied  on  at  present  inevitably 
leads  to  a  violation  of  the  fundamental  principles  upon  which 
regulation  is  based:  that  rates  shall  be  just  and  reasonable,  and  th;: 
they  shall  not  be  unduly  discriminatory.  While  it  is  possible  tech 
nically  to  distinguish  between  interstate  and  intrastate  traffic  ther 
is  in  an  economic  sense  no  real  distinction  between  them.  If  t\\ 
cents  a  mile  represents  a  just  and  reasonable  charge  for  an  intrastate 
passenger  journey  it  can  not  be  possible  that  a  fare  of  two  and  a 
half  cents  a  mile  is  a  just  charge  for  a  ride  taken  under  similar  con- 
ditions but  extending  across  an  imaginary  line  designated  as  a 
state  boundary.  When  dissimilar  rates  exist  for  two  freight  services 
in  every  way  similar  except  that  the  haul  in  one  case  crosses  a 
state  boundary  there  is  no  escaping  the  conclusion  that  if  one  of 
the  rates  is  reasonable  the  other  is  not.  Whenever  a  railroad  is 
compelled  by  virtue  of  the  ruling  of  a  state  commission  and  by  the 
pressure  of  competition  to  reduce  an  interstate  rate,  supposedly 
reasonable  and  declared  so  by  the  Interstate  Commerce  Commis- 
sion, either  the  railroad  is  forced  to  accept  unduly  low  remuneration 
or  a  disagreeable  reflection  is  cast  upon  the  judgment  of  the  federd 
commission.  If  an  adjustment  of  the  interstate  rate  is  not  made  to 
meet  changes  in  an  intrastate  rate  an  undue  discrimination  is  create 
and  the  dual  system  becomes  the  means  of  defeating  the  ver> 
purpose  for  which  regulation  exists.  As  to  how  this  paradoxical 
situation  may  be  best  treated  there  is  much  difference  of  opinion, 
some  people  believing  the  problem  can  be  met  by  securing  coopera- 
tive action  of  the  various  regulative  agencies,  and  others  inclining 
to  the  plan  of  eliminating  state  control  of  railroad  rates,  leaving 
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tale  and  consequently  already  under  the  jurift' 
.!iiriii--in!i  w      ''  *  ^f*  miiAifiiii^  t^ffft* 

^  ii' !.  cmt  any 

'(  ita  wor  lo  Kiun  in  the 

ion. 

•<*ed  for  a  uni  t«m  of  recula' 

1  ties  by  railroad  corporations  and  the  alrooct  unaaimo* 

'     '      tion  should  be  entrusted  to  federal  authority  1^ 

\  it  takes  so  long  to  aeoure  a  law  by  wfaldi  Urn 

<>  may  be  accomplished.    When  such  a  law  b 

"  ilao  include  pnrrmkm  for  aoini 

i  idfl  derived  from  the  nle  of  atttlMrind 

!tic0.    There  is  a  serious  question  in  many  minds  aa  to  the 

isuom  with  which  the  large  inveatmenta  plac«d  in  the 

ttainen in  recent  years  have  been  used.    Thewholen]e< 

>r  the  construction  of  huge  passenger  terminals  at  a  time  when  the 

need  for  improved  freight  terminal  fadlitiea  was  probihtjr 

more  pressing  has  been  looked  upon  with  aomo  dMiTor  both 

t'count  of  the  disparity  of  income  from  the  freight  and 

iisinees  and  because  in  many  caaee  the  poMei 

i>nt  costly  duplications  of  effort  with  reauiti  thai  do : 

rogress  toward  an  ultimate  solution  of  the  proUfln  ol 

ongcsUng  passenger  traffic. 

('  should  be  devised  some  plan  by  which  needed 

can  be  secured  with  more  expedition  and  procnptiieaB 

n  •)  be  possible  under  present  conditioDa.    Iti 

tt  authority  of  regulative  agendas  to 

increases  be  withdrawn,  but  it  would  probably 

ti  lie  suspensions  were  made  ahorter  than  ia 

I  (  n  utmost  importance  that  the  credit  of  souiidljr 

lailrt)  laintained,  and  this  can  be  done  only  if  methods  art 

d<  ptiy  sudden  emsfgencias.    Rates  are 

ti'  tion  and  it  m  ealrsmely  dttlcult  for 

irnere  to  adjust  their  charges  so  as  to  meet  the  rapid 

wagea  and  prices  of  materiala.    If  the  power  to 

•s  well  as  maximun)  ratee  were  given  to  the  iDleratato 

ommission  the  income  of  the  railroada  would  receive  a  grealcY 
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of  protectioD.  Sinoe  the  charges  which  the  railroads  are 
allowed  to  make  for  their  services  are  strictly  regulated  by  com- 
missions, if  there  is  to  be  regulation  of  wages  and  of  prices  for 
materials  it  should  be  entrusted  to  tin*  samo  authority  by  which 
income  is  controlled. 

The  adoption  of  a  plan  which  would  insure  a  more  Rcnoral 
representation  on  railroad  commissions  of  the  various  business 
interests  involved  in  the  success  of  the  railroads  would  be  a  step 
of  progress.  Laws  are  passed  dealing  with  the  financial  manage- 
ment, the  accounting,  the  operation  and  the  rates  of  railroad 
corporations,  but  there  is  a  marked  dearth  of  bankers,  engineers, 
railroad  traffic  managers,  industrial  traffic  managers  and  accoun- 
tants among  the  appointees  to  railroad  commissions.  It  is  probably 
too  much  to  expect  that  under  present  conditions  of  government  it 
would  be  possible  to  elect  executives  who  would  lay  aside  politics  in 
making  appointments  to  administrative  bodies  charged  with  the 
important  duties  of  regulating  private  business.  The  increase  of 
the  salaries  of  commissioners,  in  order  to  make  the  positions  attrac- 
tive to  suitably  equipped  individuals,  has  usually  served  only  to 
increase  the  value  of  the  position  as  a  part  of  the  political  spoils 
and  to  stimulate  the  scramble  of  the  unfit  for  the  appointments. 
The  constant  change  of  the  personnel  of  commissions  makes  it 
impossible  for  them  to  do  well  the  work  for  which  they  are  chosen. 
The  English  custom  of  providing  by  law  that  some  members  of 
commissions  shall  possess  certain  qualifications  might  well  be  given 
a  trial  in  this  country. 

And  finally  as  a  sine  qua  non  of  a  resumption  of  private  opera- 
tion provision  must  be  made  for  the  permanency  of  the  operating' 
unity  now  going  into  effect.  Two  things  will  have  to  be  done. 
The  carriers  must  be  permitted  to  enter  pooling  agreements  b> 
means  of  which  the  financial  adjustments  necessar>'  to  operatin^^ 
unity  may  be  eflfected;  the  carriers  must  be  required  to  combine 
their  physical  facilities  wherever  such  combination  will  result  in 
improved  service.  There  is  no  reason  for  limiting  the  unified 
"continental  railway  system"  to  the  duration  of  the  war;  its  proved 
advantages  will  be  all  the  more  valuable  with  the  return  of  p(  i  < 
It  must  not  be  expected  that  the  railroad  companies  will  voluntai  il\ 
enter  agreements  for  unity  of  operation,  though  it  is  highly  probable 
that  the  present  experience  with  unification  under  government 
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control  will  render  compultion  Icm  diificulL  lo  Um  mala,  Um  joisi 
U8C  of  facilities  will  be  confined  to  termlnAb,  where  Um 
( oiii|)etition  have  been  greateet.  Savina  mu«t  be 
however,  through  a  more  eUstie  Qntem  of  routing 
expeniuvo  duplication  in  pawenger  aerviee  may  be  cut  down;  and 
the  neceeeity  for  private  car  linea  and  eipiMi  fiompaniM  tiariMtio 
orxanisaiions  which  came  into  exiaCenee  aoMy  baeaaaa  of  Iha  lack 
of  a  unified  ayatem  ci  operation — will  be  eotMly 
such  companies  have  performed  a  real  puhlie  aenriee  in  tha 
hut  with  unity  of  railroad  operation  they  will  eadal  for  no 
purpoae.  The  chief  economy  will  be  effected,  howvrer,  thmmfc 
the  nroustniction  and  reorganiBation  of  terminals;  H  bagina  In 
npi><  ir  tii.'it  tho  time  is  forever  paat  when  the  ahamafaQy  wnalaM 
tiTrnin.'il  (>]MT.'ition,  which  exista  merely  aa  an  aifidaMoa  of  Cte 
iiionopolistic  power  of  a  strongly  entrenched 
U>  permitted  to  stand  unchallenged.  The 
u  illnmiioss  of  the  carriers  to  acquieaee  in  co6parattva  arrmAffemcnta 
uhuh  plainly  make  for  increaaed  efficiency  wiB  bo  the 
tor  ;„  fiw.  'ouiing  controversy  over 


FEDERAL   CONTROL   OF    RAILROADS    IN    WAR   TIME 
Bt  Max  Thxli:n 

On  December  26,  1917,  President  Wilson  issued  his  historic 
prockuiuUion  taking  possession  and  control  of  the  railroads  of  the 
Uniled  States  and  appointing  WiUiam  G.  McAdoo,  Secretary  of 
the  Treasury,  as  Director  General  of  Railroads.  By  this  bold  and 
tioiely  act,  the  President,  in  a  single  moment,  accomplished  an 
aoooomie  change  of  tremendous  significance  and  of  far-reaching 
potentiality  for  increased  national  efficiency  during  the  war. 

The  American  railroad  system  of  which  the  government  of  the 
United  States  is  now  officially  in  possession  and  control,  is  a  system 
of  262,000  miles,  constituting  over  40  per  cent  of  the  railroad  mile- 
afB  of  the  entire  world,  a  system  with  securities  outstanding  in 
eioesB  of  $17,000,000,000,  a  system  to  which  the  American  ix;ople 
have  always  pointed  with  pride  as  the  best  of  all  railroad  systems. 

In  addressing  myself  to  my  subject.  Federal  Control  of  Rail- 
roads in  War  Time,  I  shall  first  describe  the  organization  of  our 
railroads  during  the  war  prior  to  the  President's  proclamation. 
Next  I  shall  consider  some  of  the  problems  with  which  the  railroads 
have  been  confronted  during  the  war.  Then  I  shall  draw  atten- 
tion to  the  solutions  of  the  problem  suggested  by  the  Interstate 
Commerce  Commission  and  to  the  solution  made  effective  by  the 
President's  proclamation.  Finally,  I  shall  give  some  consideration 
to  the  results  which  may  reasonably  be  expected  to  follow  from 
government  operation  of  the  railroads  during  the  war. 

War  Organization  of  Railroads  in  Other  Countries 

In  all  the  principal  nations  of  Europe,  the  railroads  are  being 
operated  during  this  war  by  the  government. 

In  Ejigland,  prior  to  the  present  war,  private  capital  had  always 
owned  and  operated  the  railroads.  On  August  4,  1914,  the  very 
day  on  which  England  declared  war  against  Germany,  the  British 
government  took  over  the  operation  of  all  the  railroads.  A  com- 
mittee of  which  a  Cabinet  member  is  the  general  chairman  manages 
the  railroads  but  their  actual  operation  remains  in  the  hands  of 
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iio  foriuor  operators.    All  government  tralfie  ie  earned  free  and 

lo  account  thereof  ie  kepi.    The  government  guimnteei  to  the 

lolders  of  railroad  ■ecuritiee  the  same  net  revenue  ae  the  railroads 

;irncd  in  1913,  the  last  complete  year  before  the  war.    If  there  is 

Mient  keeps  it  and  if  there  is  a  deficit  the  gov- 

of  the  treasury. 

I     I  :    !  •  c,  prior  to  the  war,  one  railroad  was  owned  and  oper- 

^ovornnicnt  and  the  others  were  owned  and  operated 

capital.     Upon  the  outlveak  of  the  war  the  French 

ovemment  immediately  took  over  the  operation  of  all  the  railroads. 

In  Germany  and  Italy,  the  railroads  were  owned  and  operated 

)>y  the  government  prior  to  the  outbreak  of  the  war.    In  these 

ountries  public  ownership  and  operation  have  continued  during 

lie  war. 

Wab  Obqanization  or  Railboads  in  tub  Unitbo  Statbs, 
Apbil  6-Decbmbeb  28,  1017 

In  the  United  States,  with  the  exception  of  the  Panama  Canal 

/.one  and  approximately  250  miles  of  railroad  in  Alaska,  our  rail- 

oads  have  been  owned  and  operated  by  private  capital.     Prior  to 

1  >ecember  28,  1917,  the  United  States  was  the  only  nation  of  any 

onsequenco  which  during  this  war  continued  the  ownership  and 

'11  of  its  railroads  by  private  capital. 

^  August  29, 1916,  more  than  seven  months  prior  to  the  entiy 
>f  the  United  States  into  the  world  contest,  this  government  cleared 
he  way  for  the  operation  of  our  railroads  directly  by  the  govem- 
iient,  if  such  course  should  become  necessary  in  war  time.  On 
hat  day  President  Wilson  signed  the  Army  Bill,  which  bill  pro- 
vided in  part  as  follows: 

The  President,  in  time  of  war,  is  empowered,  through  the  Secretary  of  Wer, 
•>  take  poennkm  and  aamme  control  of  any  system  oriysiems  of  traaqKirtAtion, 
r  any  pert  thereof,  and  to  otUiae  the  same  to  the  exduaion,  as  far  as  may  be  oee- 
•  taary,  of  all  other  tnflBe  thereon  for  the  traorfer  or  transpovtatioo  of  troops,  war 
iiaterial  and  equipment,  or  for  sueh  other  purposes  connected  with  the  emargMiCij 
18  may  be  needful  or  desirable. 

This  i^the  provision  of  law  on  which  President  Wilson  partic- 

ulirlv  !•]!•  I  in  issuing  his  proclamation  of  December  26,  1917. 

PiK  r  tc  this  proclamation,  the  power  conferred  by  this  sentence  of 

('  Army  Bill  of  1916  had  been  exercised  by  the  government  with 

reference  to  only  one  small  railroad  in  New  Jen^. 
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On  April  6,  1917,  tho  Confcress  of  the  United  States  declared 
{^mt  ^  fltAte  d  WM*  existed  between  the  United  States  and  CierinHny. 
On  the  prseeding  day,  Franklin  K.  Lane,  Secretary  of  the  Interior, 
inirodoeed  and  had  passed  by  the  Council  of  National  Defense  the 
followinic  resolution: 


That  Comminoner  WilUrd  be  requested  to  call  upon  the  rail- 
iMdi  to  offsaitt  tbeir  biMinuM  to  m  to  lead  to  the  greateet  expedition  in  the 
■Miwmit  of  freight. 

Acting  in  accordance  with  this  resolution,  tho  prin('i])al  rail- 
road executives  of  the  country  met  in  Washington  on  April  11, 
1917,  and  resolved  that  during  the  war  they  would  coordinate  their 
operations  in  a  continental  railway  system,  merging  during  such 
period  all  their  merely  individual  and  competitive  activities  in  the 
effort  to  produce  a  maximum  of  national  transportation  efficiency. 
The  direction  of  the  continental  railway  system  thus  organize<l 
was  placed  by  the  railroads  in  the  hands  of  the  executive  comniittet^ 
of  the  Special  Committee  on  National  Defense  of  the  American 
Railway  Association.  This  executive  committee  was  also  known 
as  the  Raibroads'  War  Board. 

Under  this  resolution,  the  railroads  of  the  United  States  con- 
tinued until  December  28, 1917,  to  be  operated  under  private  owner- 
ship and  private  management. 

On  May  29,  1917,  President  Wilson  signed  an  act  of  Congress 
giving  to  the  Interstate  Commerce  Commission  jurisdiction  over 
nulroad  cars  used  in  the  transportation  of  property  by  any  carrier 
subject  to  the  provisions  of  the  Interstate  Commerce  Act.  The 
Intecstate  Commerce  Commission  thereupon  created  a  Division  of 
Car  Service.  Authority  with  reference  to  car  service  was  also 
elaimed  and  exercised  by  a  committee  of  the  railroads  known  as 
the  Committee  on  Car  Service  of  the  American  Railway  Associa- 
tioD,  and  by  the  War  Department,  the  Navy  Department,  the 
National  Food  Administration,  the  National  Fuel  Administration 
and  the  Shipping  Board. 

While  the  Interstate  Commerce  Commission  was  thus  granted 
all  the  necessary  authority  to  act,  the  Commission  has  thus  far 
iauad  no  order  under  the  car  service  statute  and  has  been  content 
to  permit  questions  of  car  service  to  be  disposed  of  largely  by  the 
railroads'  own  committee  on  car  service.    The  fact  that  at  least 
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six  separate  and  distinct  authorities,  five  goremineiital  and  one 
private,  assumed  jurisdiction  over  the  question  of  ear  servioe  of 
course  resulted  in  great  eonfusion  and  inevitably  *%PffffiM  that 
the  entire  matter  be  placed  in  charge  of  a  sinde  respondbls  an- 
ibority 

Oil  Aunu«t  10,  1917,  President  Wiihon  hi|yit*«i  nn  aci  of  Con- 
gress making  it  unlawful  by  physical  force  or  by  tlireat^i  of  phyiucal 
force  to  obstruct  or  retard  the  movement  of  cars  or  trains  enRaK(*<l 
ill  ^  'reign  commerce.    The  same  act  authorised  the 

I'  .  or  he  may  find  it  necessary  for  the  national  de- 

ihty,  to  direct  that  such  traffic  as,  in  his  judgment, 
1  'to  the  national  defense  and  security,  shall  have 

pi  iity  in  transportation.    The  President  is  author- 

ised for  this  purpose  to  issue  orders  either  directly  or  through  such 
person  or  persons  as  ha  may  designate  for  that  purpose  or  through 
thr  Interstate  Commerce  Commission. 

I'nder  this  statute.  President  Wilson  appointed  Robert  8. 
Lovett  as  Director  of  Priority  in  Transportation.  Judge  Lovett 
ti«ued  five  orders  calling  for  priority  in  railroad  transportation. 

he  first  order  provides  for  preferential  shipments  of  bituminouM 
cu:il  to  {M>Int>  on  the  Great  Lakes.  The  second  order  declares  that 
op«  It  up  <  :ii>  other  than  flat  cars  shall  not  be  used  for  the  trans- 
portation of  materials  and  supplies  for  the  construction  or  repair  of 
streets,  roads  and  highways,  theatres  and  other  buildings  used  for 
amusement  or  of  pleasure  vehicles,  furniture  or  musical  instru- 

•'nt8.  The  third  order  provides  for  the  priority  of  the  transpor- 
'  iti.n  of  coal  from  the  coal  mines  of  Utah  and  Wyoming  to  the 
A' -f  :iud  the  northwest.    The  fourth  order  provides  that  the  rail- 

i  !-  uf  Texas  shall  give  preference  to  the  transportation  of  cotton- 
seed cake  and  cottonseed  meal  to  feed  the  starving  cattle  in  Texas 
and  New  Mexico.    The  fifth  order  designates  the  order  in  which 

aterials  and  supplies  for  the  government,  war  industries  and  other 
essential  industries  shall  have  preference  or  priority  in  ear  supply 
and  movement. 

rhe  reason  for  the  enactment  of  the  Priority  Statute  was  the 
frank  statement  of  the  raihroads  that  they  would  be  unable  during 
the  war  under  their  existing  organisations  to  carry  ail  the  traffic 

liich  might  be  offered  for  transportation  and  their  desire  tiiat 
some  legal  method  might  be  provided  by  which  priority  or  prefer- 
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eooo  in  traiuiportation  might  be  given  to  the  most  essential  con 
moditiee. 

Special  Wab  Pboblbms 

Having  sketched  the  organization  effected  by  the  railroad;; 
and  the  official  action  taken  by  the  government  prior  to  the  procl 
matkNi  of  December  26,  1917,  I  shall  now  address  myself  to  a  few 
of  the  more  important  problems  with  which  our  railroads  wore 
ooofronted  as  the  result  of  the  war. 

In  this  connection  I  shall  refer  first  to  the  car  shortage  prol>- 
lem,  then  to  the  financial  condition  of  the  railroads  and  then  to  the 
difficulty  of  securing  labor  and  equipment. 

Car  Shortage 

From  the  nation's  point  of  view,  the  most  serious  problem 
with  which  the  railroads  have  been  confronted  is  their  growing 
inability  to  transport  the  nation's  traffic.  Car  shortage  is  not  a 
new  phenomenon.  It  existed  in  the  United  States  prior  to  our 
entry  into  the  war.  A  serious  car  shortage  existed  in  the  fall  of 
1912.  During  the  latter  part  of  1916  and  the  early  part  of  this 
year  the  car  shortage  situation,  as  is  well  known,  was  acute.  The 
car  shortage  which  existed  prior  to  our  entry  into  the  war  has  been 
aeeentuated  by  it.  The  congestion  of  terminal  facilities,  the  requisi- 
tioning of  coastwise  shipping  by  the  federal  government,  the  tre- 
mendous increase  in  the  number  and  output  of  industries  engaged 
directly  or  indirectly  in  the  manufacture  of  materials  and  supplies 
used  in  war,  and  the  transportation  of  men  and  materials  to  and 
from  our  army  cantonments  have  all  served  to  increase  the  diffi- 
culties encountered  bj^  the  railroads  in  seeking  to  transport  the 
nation's  traffic. 

Active  codperation  between  the  railroads,  the  shippers  and  thr 
public  authorities  materially  increased  car  efficiency.  The  sliippers 
exercised  greater  promptness  in  the  loading  and  unloading  of  cars 
and  sreaUy  assisted  by  loading  cars  to  capacity.  The  railroads 
inersased  the  daily  mileage  of  freight  cars  and  locomotives,  de- 
creaaed  the  time  during  which  equipment  was  in  repair  shops, 
eliminated  some  unnecessary  passenger  mileage  and  requisitioned 
between  150,000  and  200,000  empty  freight  cars  from  railroad  sys- 
tems where  they  were  not  immediately  needed  to  other  parts  of 
the  country  where  most  needed.    The  public  authorities,  both  state 
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and  federal,  gave  publieity  to  the  flodsUng  eondHknt  and  mMn6d 
and  encouragod  both  the  railroAde  and  the  ehippeni  to  do  their  fall 
part  to  help  meet  the  exifBDoy. 

The  net  result  of  the  oombined  activitiee  of  the  railroadt,  IIm 
ihippeni  and  the  public  authoriUes  was  stated  by  the  Railroads'  War 
Board  to  )>o  an  iix^rease  in  tho  efficionry  of  the  existing  equipnaot 
amounting  to  approximately  If)  per  cent.  In  other  words,  after 
the  entry  of  tho  United  States  into  the  war,  practically  the  same 
amount  of  railroad  equipment  handled  approximately  15  par  eeol 
more  traffio  than  was  lumdled  before  the  war. 

For  a  while,  the  reports  on  unfilled  car  requirements,  as  pub- 
lished by  the  railroads,  showed  apparently  a  great  improvement  in 
the  situation.  The  car  shortage,  as  shown  by  these  reports,  de- 
ereased  from  148.627  cars  on  May  1  to  31,591  cars  on  September  1. 
>er  1  the  car  shortage  increased  to  70,380  can 
—  .  .\„ .  ^....  .  1  to  approximately  140,000  eara  and  subsequent 
lo  November  1  the  situation  continued  to  grow  worse.    Under 

"se  conditions,  more  drastic  suggestions  than  any  therDtoCore 
...ade  were  ofTered  in  an  effort  to  meet  the  situation.  Dispatohes 
from  Washington  indicated  that  tho  railroads  supplied  to  Judge 
'  and  to  Fuel  Administrator  Garfield  a  list  of  525  conmiodi- 
v.v.  u.4i  transportation  of  which  was  regarded  by  the  railroads  as 
Mast  essential  and  it  was  suggested  that  an  order  might  shortly  be 

^<ic  by  Judge  Lovett  providing  that  the  transportation  of  such 
•  ommodities  should  cease  in  favor  of  arms  and  munitions,  coal, 
food  and  other  absolutely  essential  commodities. 

Coming  close  on  the  heels  of  these  dispatches,  the  railroads  east 

ago  agreed  to  pool  all  their  farilitics  in  an  effort  to  provide 

r  transportation  efficiency.    They  agreed  to  pool  their  shops, 

vl  and  other  supplies;  to  pool  and  redistribute  all  open  top  freight 
cars;  to  divert  traffic  from  congested  railroad  lines  to  open  routes, 
*nd  to  ask  for  a  rearrangement  of  the  transportation  of  coal  from 

ne  to  market.  These  matters  all  seem  to  be  covered  in  the  agree- 
ment made  by  the  railroads  on  April  11,  1017,  but  were  not  under- 
taken by  the  railroads  until  the  latter  part  of  November  and  then 
only  in  eastern  territory.  By  reason  of  the  anti-pooling  section  of 
the  Intentate  Commerce  Act,  the  agreement  of  the  railroads  could 
not  and  did  not  oontempUte  the  pooling  of  earnings. 
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After  eight  months  of  effort,  the  car  situation  was  worse  in  the 
Utter  part  of  December  than  it  was  when  the  United  States  entcn^d 
the  war  and  it  was  clear  that  measures  more  drastic  than  any  then 
tofore  taken  would  have  to  be  applied  if  the  nation's  essential  trans 
portation  needs  were  to  be  suppUed. 

Railroad  Finances 

RailrnnH  finances  presented  another  important  and  serious  wm 
problem 

Prior  to  the  entry  of  our  country  into  the  war,  prominent  rail- 
road executives  made  the  statement  that  the  railroads  needed  ono 
billion  dollars  yearly  for  at  least  ten  years  for  the  construction  c>f 
additions,  betterments  and  extensions  and  to  enable  the  railroads 
to  keep  up  with  the  country's  requirements  for  increased  terminal 
facilities,  freight  and  passenger  equipment,  double  tracks  and  otli- 
railroad  facilities.  I  shall  not  take  time  now  to  consider  why  these 
necessary  improvements  were  not  made  by  the  railroads  and  wliv 
it  has  been  difficult  or  impossible  for  many  of  them  to  secure  tl 
necessary  funds.  Suffice  it  to  say  that  the  requirements  for  addi- 
tional construction  and  facilities  which  existed  prior  to  the  war 
were  strongly  accentuated  by  the  war.  During  the  war,  more  than 
ever,  the  railroads  need  additional  cars,  additional  locomotives  and 
additional  terminal  facilities.  How  could  they  secure  the  necessary 
funds? 

The  normal  method  of  securing  funds  for  capital  expenditures 
is  the  sale  of  securities.  During  the  war,  however,  it  will  be  practi- 
cally impossible  for  the  railroads  to  secure  large  amounts  of  add 
tional  capital  by  the  issue  of  their  securities  on  their  own  credit  and 
their  sale  to  the  investing  public  in  competition  with  liberty  bonds 
and  other  government  securities. 

As  the  war  progressed,  it  became  increasingly  evident  that  the 
railroads  would  be  unable  on  their  own  responsibility  to  meet  the 
war*s  imperative  requirements  for  additional  terminal  facilities, 
double  tracks,  cars  and  locomotives. 

Labor  and  Equipment 

One  of  the  most  serious  problems  with  which  the  railroads 
were  confronted  as  a  result  of  the  war  was  the  necessity  of  securing 
enough  labor  to  maintain  their  way,  structures  and  equipment  in 
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safe  and  mrnotMt  eoiiditkMi.  The  call  to  the  amad  fonaa  of  Iha 
nation  and  the  ooropetttiMi  of  other  induatriea  haire  aerloaalj  de- 
pUtod  the  supply  of  labor  available  to  the  railroeda  and  they 
no  effective  mcan«  to  replenish  the  supply.  Likewiae,  It 
inoeaainsly  difficult  for  the  railroads  to  aecure  the  neeaasary  equip- 
ment, materiahi  and  supplies.  LoeomoUvea  and  can  ordeied  by 
the  railroada  Uat  aummer  have  not  been  deUreied  and  there  leeiied 
no  reasonable  prospect  for  their  deUrery  before  the  eKpiratioo  of 
many  more  months. 

Solution  or  Problkm 

As  the  fall  of  1017  advanced,  it  became  more  evident,  day  by 

«i:iv.  tliat  thr  n.tt ion's  railroad  war  problem  could  not  be 
tonls  .-<.l\<  .1  uii.i.  i  the  existing  system  and  that  a  radical 
woM  iuiperatively  required  to  prevent  a  complete  break-down  of  the 
nation's  transportation  system. 

Report  of  IniersiaU  Commerce  Commission 

In  view  of  these  conditions,  the  Interstate  Commeroe  Com- 
Miixsjon  on  December  1,  1917,  tiled  with  the  Senate  and  the  Houae 
«•!'  Hoprceentatives  a  special  report  on  transportation  conditions  aa 
a.'i* .  tin^  and  as  affect^  by  the  war. 

1  tie  Commission  said  in  part: 

Since  the  outbreak  of  the  war  in  Europe,  and  eepedaOy  etnee  thie  eountry 
«M  drawn  into  the  war,  it  haa  become  inereesingjiy  etoar  thai  imifWitinn  in  tka 
opermtkm  of  our  nulroada  during  the  period  of  eonfliei  Is  indamnnhb  to  their 
fttUeit  utiUiation  for  the  national  defease  and  weKua.  They  murt  be  diawa, 
Uks  the  individual,  from  the  pursuite  of  peace  and  mohfltied  to  win  the  war.  IVi 
wiifkatka  can  be  effected  in  one  of  two  ways,  and  we  aee  but  two. 

T]\o  Commission  then  stated  theee  two  ways.  The  first  is 
o;h  r:iti<»n  as  a  unit  by  the  carriers  themedves,  requiring  the  ena- 
{H  iision  during  the  war  of  the  anti-pooling  section  of  the  Interstate 
\ct,  a  modification  of  the  anti-trust  laws  in  so  far  aa 
rnncemed  and  loans  to  the  railroads  by  the  govern- 
ment for  purpoees.  The  second  alternative  is  operation  as 
A  uii  '        is  a  war  measure. 

hord  filed  a  separate  report  in  which  he 
K  lis  that  "the  strong  arm  of  go\*ommental  authority  ia  eesential 
if  the  transp<  i.ntion  is  to  be  radically  improved." 

That  cot:  .    \  ate  operation  of  the  railroedt  by  the  ear- 
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rien  themaelvee,  being  the  first  alternative  sull^  sted  by  tlio  Inter- 
stttta  Commerce  Commission,  would  not  snhi  ilir  problem  seems 
clear  for  a  number  of  reasons. 

First,  private  operation  of  the  railroads  is  in  us  very  nature 
iDOompatible  with  war  needs.  Under  private  operation,  eai^h  rail- 
road very  naturally  seeks  to  gain  all  possible  traffic  so  that  it  may 
be  able  to  pay  interest  on  its  bonds  and  notes  and,  if  possible,  di\  i- 
dends  on  its  stock.  The  price  of  failure  to  secure  sufficient  traiiM 
is  bankruptcy.  On  the  other  hand,  while  the  nation  is  at  war, 
traffic  should  be  moved  with  an  eye  solely  to  the  greatest  efficiciu  > 
in  helping  to  win  the  war.  The  most  efficient  operation  of  the  r.iil 
roads  as  a  war  agency  may  require  that  traffic  be  diverted  entirely 
from  one  railroad  whose  terminals  are  blocked  to  another  wliosi 
terminals  are  open;  that  traffic  be  diverted  in  whole  or  in  part  fium 
one  railroad  to  another  railroad  which  can  be  more  economically  or 
efficiently  operated;  that  one  of  two  parallel,  competing  lines  be 
operated  solely  for  west-bound  or  north-bound  freight  and  the 
other  for  east-bound  or  south-bound  freight,  or  vice  versa;  that 
certain  railroads  stop  carrying  passengers  and  that  others  stoj) 
carrying  freight;  and  that  any  number  of  other  acts  be  done  all  of 
which  will  take  traffic  away  from  one  railroad  and  give  it  to  another 
and  thus  interfere  with  railroad  earnings.  Private  operation  in  its 
very  nature  can  not  solve  these  problems.  Government  operation 
can. 

Second,  private  operation  can  not  during  the  war  secure  the 
funds  imperatively  needed  by  the  railroads  for  additional  capital 
expenditures. 

Third,  private  operation  can  not  during  the  war  secure  an 
amount  of  labor  sufficient  to  maintain  railroad  properties  in  safe 
and  serviceable  condition,  nor  can  private  operation  secure  with 
sufficient  promptness  all  the  necessary  equipment,  materials  and 
supplies. 

Hence  it  appeared  quite  clearly  that  the  nation  would  be  driven 
to  the  alternative  of  direct  operation  by  the  government  itself. 

President  Wilson* 8  Prodamaiion 

By  his  proclamation  of  December  26,  1917,  President  Wilson 
took  possession  and  control  of  all  railroads  and  shipping  owned  or 
eontroUed  by  them,  engaged  in  general  transportation,  whether 
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operat4:d  by  stoam  or  eiecincii^.  eircci  rauway«  tjux  eieetoc  rmil- 
roadB  oommonly  known  as  intenirbana  arc  for  tho  proifint  sidadMl 
from  governiuent  operation. 

The  President  appointed  Wiiiiam  U.  McAdoo,  bocreury  (d  the 
Treasury,  as  Director  General  of  Railroads  with  power  to  opeiaie 
all  tho  transportation  systems  affected  by  the  proclamation.  The 
•  'itton  deolares  that  until  and  emept  so  far  as  the  Dirselor 
.in  time  to  time  otheniise  determine,  the  operation  of  the 
railroads  shall  bo  continued  by  their  ofiBcers  and  employes  in  the 
usiiiil  and  ordinary  course  of  business  in  the  names  of  their  respee- 
u\v  companies.  The  President  also  directs  that  until  and  except 
so  far  as  the  Director  may  from  time  to  time  otherwise  determine, 
the  transportation  systems  affected  by  the  proclamation  shall  re- 
main subject  to  all  existing  statutes  and  orders  of  the  Interrtaie 
Commerce  Commission  and  to  all  statutoa  and  orders  of  regulating 
^  of  the  various  states.  All  orders  of  the  Director, 
ill  have  paramount  authority  and  be  obeyed  as  such. 
The  Director  b  instructed  to  enter  into  arrangements  with  the  van- 
ios  for  a  just  and  reasonable  compensation  to  be  paid 
the  possession  and  use  of  their  properties  "on  the  basis 
of  an  SDnual  guaranteed  compensation,  above  accruing  deprecia- 
tion and  the  maintenance  of  their  properties,  equivalent,  as  nearly 
as  may  be,  to  the  average  of  the  net  operating  income  thereof  for 
tbe^tlirce  year  period  ending  June  30,  1917." 

The  result  of  such  negotiations  must  be  reported  to  the  Presi- 
dent for  his  action.  The  proclamation  contains  other  provisions 
to  which  it  is  not  now  neoeesary  to  refer. 

In  a  statement  accompanying  the  proclamation,  President 
Wilson  declared  that  immediately  on  the  re-assembling  of  Con- 
gress he  would  recommend  that  definite  guarantees  be  given  to  the 
miin  mN  first,  that  their  properties  will  be  maintained  during  the 
IM  n«Ml  ot  Inderal  control  in  as  good  repair  and  as  complete  equip- 
ment as  when  taken  over  by  the  government  and,  second,  that 
thoy  shall  receive  a  net  operating  income  equal  in  each  case  to  the 
average  net  income  of  the  three  years  preceding  June  30, 1017. 

To  complete  the  plan,  legislation  would  also  seem  to  be  neo- 
essary  with  reference  to  the  part  which  the  government  must  un- 
doubtedly play  in  connection  with  securing  the  funds  needed  for 
railroad  additions,  betterments  and  extensions  while  under  govern- 
ment operation. 
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In  accordanoe  with  the  terms  of  President  Wilsorrs  proclama- 
tion, the  poopoomonof  all  the  transportation  systems  therein  described 
panmtrl  to  the  government  of  the  United  States  at  noon  on  December 
28,  1917,  and  they  are  now  being  operated  under  the  control  of  thr 
federal  government  acting  through  Director  McAdoo. 

Results  from  Government  Operation 

It  is  too  early  to  predict  and  it  may  be  indelicate  to  suggest 
the  details  of  the  plan  of  government  operation  which  must  U 
worked  out  by  Director  McAdoo.  The  broad  outlines,  however, 
of  what  may  be  accomplished  by  government  operation  of  the  rail- 
roads during  the  war  seem  well  marked.  The  government  can  (1) 
disregard  absolutely  all  previous  traffic  conditions  and  can  operate 
the  railroads  as  a  single  system  with  an  eye  solely  to  the  maximum 
efficiency  to  meet  the  nation's  war  needs;  (2)  divert  all  or  a  part  of 
the  traffic,  passenger  or  freight  or  both,  of  one  railroad  and  give  it 
to  another,  which  can  transport  it  more  economically  or  efficiently ; 
(3)  eliminate  all  property  and  employes  used  and  all  expenditure- 
incurred  in  the  purely  competitive  activities  of  the  various  railroadt^ 
eflfect  tremendous  savings  in  construction  and  operating  expenses 
and  utilize  the  man  power  thus  saved  for  necessary  railroad  work 
or  for  other  useful  and  necessary  activities;  (4)  secure  on  reasonable 
terms  the  funds  necessary  for  additional  terminal  facilities,  equip- 
ment and  other  additions  and  betterments;  (5)  secure  the  labor 
necessary  to  keep  railway  properties  in  safe  and  serviceable  op<ira- 
ting  condition  and  can  expedite  the  manufacture  for  the  railroads 
of  necessary  cars,  locomotives  and  other  equipment. 

That  Director  McAdoo  will  be  successful  in  accomplishing 
these  results  and  will  thereby  greatly  increase  this  nation's  effi- 
ciency during  the  war  is  the  earnest  hope  of  every  patriotic  citizen. 

What  the  efifect  of  government  operation  of  the  railroads  will 
be  on  the  movement  for  government  ownership  is  a  question  which 
will  be  much  discussed.  If  government  operation  is  a  success,  a 
powerful  stimulus  will  undoubtedly  be  given  to  government  owner- 
ship. In  the  meantime,  every  effort  of  the  nation  should  be  con- 
centrated on  making  government  operation  an  unqualified  success. 
Whether  government  ownership  will  follow  government  operation 
is  a  question  which  we  can  answer  when  we  have  won  the  war. 


PRINCIPLES  AND  PRACTICES  OF  CAR  SERVICE 
REGULATION 

Bt  H.  E.  Btham 

The  problem  d  car  service  may  be  stated  briefly  as  the  formii- 
lation  of  a  plan  whereby  freight  car  equipment  may  be  made  to 
perfurni  the  maximum  of  service  in  a  unified  system  of  tnuisport*> 
tion  with  the  minimum  of  sacrifice  of  the  rights  of  the  owner  of  the 
ears.  U  ndcr  this  definition  the  subject  presents  two  distinct  phssss, 
one  Economic,  the  other  financial. 

In  what  manner  shall  car  service  be  regulated  in  the  public 

•n "*  -n  that  each  unit  shall  furnish  the  greatest  amount  of  trane- 

p, 

How  shall  it  be  rcguhited  so  that  rights  of  possession  and  eom- 
pensation  for  use  will  bo  equitably  adjusted  as  between  the  owner 
and  the  user  of  the  equipment? 

The  managers  of  the  railroads  and  of  other  concerns  which  own 
the  cars  must  consider  the  problem  from  the  standpoint  of  the  inter- 
ests of  their  own  concerns;  but  they  must  also  consider  it  from  the 
t  of  the  public  welfare.  The  governmental  regulating 
«  ^  arc  apt  to  consider  the  problem  primarily  from  the 

St t  of  the  public;  but  they  should  not  ignore  the  interests 

and  the  rights  of  the  companies  which  have  invested  capital  in  cars. 

Therefore,  w4iile  regulating  authorities  may  put  more  emphasis  on 

ic  interests  and  rights  of  the  public,  and  the  railway  manayrs 

may  put  more  emphasis  on  the  interests  and  rights  of  the  individual 

CO' >' '  s.  there  really  is  no  fundamental  difference  between  the 

pr  f  car  service  as  it  presents  itself  to  the  railway  manager 

SI  iilating  body;  and  there  can  be  no  substantial  differ- 

eii. .  ..V ...v..  their  solutions  of  it,  if  each  gives  due  weight  to  both 
the  private  and  the  public  rights  and  interests  involved.  It  will  be 
desirable  to  review  the  methods  the  raOways  themashres  have  used 
•'>  '^^^aling  with  the  problem  of  car  service  before  dieeosstng  the 
•  m  presented  by  regulation  of  car  service. 

Kven  under  the  8>'8tem  of  car  interchange  in  force  before  normal 
,nj;f;.w.^  ^.(»rj5  disturbed  by  the  entrance  of  the  country  into  the 
r,  the  railway  industry  of  the  United  Statea,  in  its  han- 
25 
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dling  of  car  equipment,  bore  some  of  the  aspects  of  a  single  system. 
The  complexity  of  the  problem  of  car  service,  even  imder  normal 
conditions,  had  constantly  grown  greater.  It  had  been  influenced 
by  the  number  of  conflicting  interests  involved,  which  had  increased 
in  number  through  the  advent  of  new  and  the  dissolution  of  pre- 
viously consolidated  organizations;  by  the  great  extent  of  territory 
through  which  car  equipment  was  handled;  by  the  development  of 
specialisation  in  the  adoption  of  equipment  for  the  handling  of 
particular  commodities;  but  more  than  all  by  the  aggregate  increase 
in  the  demands  of  industry  for  adequate  equipment  facilities,  th( 
occasional  scarcity  of  equipment,  and  a  recognition  of  the  economir 
necessity,  under  any  condition,  of  securing  the  best  possible  utiliza 
tion  of  existing  equipment.  However  important  the  problem  may 
be  under  normal  conditions,  its  importance  is  greatly  magnified 
when,  as  now,  it  is  essential  that  every  item  of  transportation  ecjuip- 
ment  be  made  to  perform  its  full  part  in  carrying  out  the  purposes 
for  which  we  are  engaged  in  the  war. 

Elements  of  the  Problem 

The  general  term  "car  service"  is  commonly  used  to  designatr 
all  that  concerns  the  handling  of  the  car  as  a  vehicle  of  transporta 
tion,  not  only  as  between  one  railway  and  another,  but  also  a 
between  railways  and  the  shipper  or  consignee.     On  June  30,  lOir. 
according  to  the  statistics  of  railways  compiled  by  the  Interstatt 
Commerce  Commission,  there  were  in  service  in  this  country  ap- 
proximately two  and  one-half  millions  of  freight  cars.     Of  these 
about  2,300,000  were  owned  by  railway  companies,  and  the  rest  b> 
private  car  line  companies,  mining  companies,  etc.     The  number  of 
the  different  classes  of  cars  o^^rned  by  the  railways  were  as  follows: 

Boxcars  1,024,418 

Flat  cam  136,719 

Coal  can  899,638 

Stock  can  83,487 

Tank  can  9,828 

Refrigerator  cars  51,746 

Other  can  92,427 


Total  2,298,263 

The  mileage  of  all  railways  in  the  United  States  on  the 
date  was  259,210  miles.     There  are  then  on  the  railways  of 
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Unitod  States  approxifnAtely  9  freicht  can  per  mila  oi  nSimij. 

The  owoexahip  of  these  car    r     '  :riing  thoae  oC  private  owoerahtp, 

ts  in  the  haadB  of  about  i  ilway  ^Qgnpiniftf.    The  iiiitnhrf 

A  Dcd  by  each  company  variea  from  a  few  cam  te  upwards  of  250,000. 

Joint  Uai  or  Car  Rquipmekt 

ian  unilcr  which  railways  have  for  many  years  used  equifK 
itiriii  interchangeably  is  the  result  of  voluntary  action  on  the  pari 
of  railways  themselves  to  the  end  of  securing  greater  facility  of 

.•cmtion  and  hence  more  efficient  service.  The  Interstate  Com- 
II.  '  'inmission  has  always  recognised  the  commercial  neoeasity 
c>;  a  shipmente,  and  consequently  the  movement  of  cars  over 

'hor  than  the  owning  roads;  and,  indeed,  the  original  Act  to  Regu- 
late ( 'nnimerce  seems  to  recognise  it,  though  in  a  negative  way. 
Tht    \xi.  approved  on  February  4, 1887,  provides  that 

It  ia  unlawful    ....   to  eater  into  any  .    egrMOMBt 

to  prevent  ....  the  oerriegi  of  Mght  Irum  being  eontanooue  frooi 
pkce  of  ehipment  to  place  of  dettlnition  ....  by  carnagi  in  Jiffweet 
can,  unleM  ....  euoh  intemipiioa  waa  made  for  eoaie  neoMnry  porpoee 
.    .    .    .    and  without  intent  to  interrupt  oontinuooi  earriagt,  eto. 

In  a  decision^  rendered  November  13,  1011,  the  Commission 
itively  defined  the  duties  of  the  carriers  with  reference  to  a 
!  s«rvice: 

>  railroads  of  the  country  are  oaOed  upon  to  eo  unite  themMlTea  that  they 
istitute  one  national  syBteoi;  they  must  eatablaah  through  routes,  hetp 
•utes  open  and  in  operatton,  fumiah  all  the  nenaeiry  farilitias  far  tnae- 
>Q,  make  reasonable  and  propsr  rules  of  practice  as  betweeu  thMBSshes 
.a  Uio  shippsn,  and  as  between  each  othsr. 

Why  Thbrs  Is  a  Problem 

If  cars  performed  service 'only  upon  the  road  by  which  they 

TQ  owned,  there  would  be  no  problem  of  car  service  regulation  m 

10  sense  in  which  it  now  exists.    Between  rail  wa>3,  as  distinguished 

ironi  those  phases  of  the  problem  that  arise  between  railways  on 

the  one  hand  and  shippers  and  consignees  on  the  other,  the  quee- 

<)D8  to  be  settled  are  predicated  upon  the  ownership  of  the  cars 

and  their  .^  '    r  than  the  owning  line.    For  this  reason, 

the  proble;  IS  of  chief  importance  in  times  of  scarcity 

>  ATiMouri  <t  im$uria  Coal  Cs.  t.  lUmaii  Cmtnl,  22  L  C.  C.  SS. 
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of  equipment  to  meet  the  requirements  of  shippers — "  car  shortage. ' 
Since  "car  shortage"  does  not  always  mean  a  deficiency  of  equip- 
ment upon  all  the  railways  considered  as  one  transportation  system, 
but  frequently  means  only  that  cars  wanted  in  the  West  are  de- 
tained in  the  Kast,  or  vice  versa,  it  is  clear  that  some  definite  plan  of 
distribution  should  be  determined  upon  for  securing  th(7  maxiinum 
of  service  from  each  car  with  the  minimum  of  infringement  upon 
the  rights  of  ownership. 

A  fundamental  principle  has  been  laid  down  by  the  American 
Railway  Association  that  every  railroad  is  entitled  to  the  use  of  car 
equal  to  its  ownership.  As  a  financial  proposition  it  would  secn< 
that  a  road  is  entitled  either  to  the  service  of  its  owned  cars,  ii 
which  case  it  would  he  expected  that  their  earnings  would  pay  inter 
est  on  the  investment  and  a  fair  average  yearly  earning  plus  an 
amount  sufficient  to  keep  them  in  repair  and  to  provide  for  deprecia- 
tion; or,  if  the  cars  are  in  the  service  of  or  detained  on  other  roads,  t' 
receive  from  the  holding  road  compensation  sufficient  to  cover  thes- 
several  items.     This  is,  in  its  simple  form,  the  end  to  be  attained. 

It  would  seem,  perhaps,  that  the  application  of  a  fixed  niilea^i' 
or  per  diem  charge  for  the  service  or  detention  of  a  car  upon  a  foreign 
road  should  afford  an  equitable  basis  for  settlement  between  roads 
in  all  cases.     Both  systems  have  been  tried.     Neither  has  proved 
wholly  satisfactory.     Up  to  1902,  except  in  a  few  experimental 
instances,  the  only  basis  upon  which  a  road  received  payment  for 
the  use  of  its  cars  on  a  foreign  road  was  at  a  rate  varying  in  different 
years  from  one  and  one-half  cents  to  three-fourths  of  a  cent  per  mile. 
The  main  objection  to  the  plan  was  that  charges  did  not  accrue 
when  a  car  was  not  moving.     It  might  conveniently  be  used  as  . 
warehouse  while  cars  belonging  to  the  road  holding  it  were  engage 
in  more  profitable  service.     It  is  not  necessary  to  mention  tli' 
possibility  of  error  in  reporting  mileage.     However,  it  is  mud 
easier  to  check  up  the  service  of  a  car  by  days  than  by  miles;  and  in 
HK)2  the  railways  constituting  the  American  Railway  Association 
adopted  per  diem  rules,  by  which  the  owning  road  is  paid  at  a  fixed 
daily  rental  while  its  cars  are  in  possession  of  other  roads,  which  witli 
numerous  changes  in  rate  and  conditions  of  application  have  8in<  t 
remained  the  basis  of  settlement  of  car  service  between  railways. 


RBOUL4TION   OF  CaE 

Two  Views  or  Cab  Skktioi 

With  the  developmeDt  of  the  American  railway  qrttem  there 
have  developed  two  schoola  of  opinion  aa  to  the  righta  of  rmOwayt 
to  the  poeeeeeion  and  uae  of  rolling  atock.    One  reeta  on  the  baab 
that  all  car  service  rules  thai  have  ever  been  in  force,  except  as 
they  rnay  have  been  locally  modified  within  recent  mootha  to  meet 
emerKcncy  conditionn,  recogniie  the  fact  that  ownership  of  a  ear 
involvcH  a  ri^ht  to  ita  prompt  return  after  it  haa  performed  its 
imtneiliato  function  in  the  through  service  on  which  it  had  been 
foru  nniiHl.    The  second  school  of  opinion  assumes  that  the  creatioo 
of  routes  and  joint  rates  has  in  effect  created  a  pool  of  all 

cai.  .......  in  such  service,  and  that  existing  rules  do  not  effeetually 

regiilHte  the  service  in  the  pool. 

The  Commission  on  Car  Service  of  the  American   Railway 
AsHOciation,  in  formulating  the  two  views  above  set  forth,  reported 
in  March,  1016,  that,  whatever  the  solution  of  the  problem,  the 
cy  of  the  rules  in  force  had  not  been  proved  because  of  the 
.^.  .V  .>!  their  enforcement.     It  then  gave  notice  that,  beginning  on 
June  1,  1916,  it  would  act  not  only  aa  a  mediator  in  disputed  mat- 
-^,  aa  heretofore,  but  also  would  enforce  the  rules  by  the  imposi- 
..on  of  the  penalties  the  rules  authorized.    The  Commission  found 
I  H  had  not  sufficient  authority  to  deal  with  the  existing  situation. 
10  same  emergency  called  for  putting  into  eflfect  certain  changes 
.4i  the  rules  and  finally  for  the  adoption  of  a  revised  code  of  rules, 
'  which  in  turn  has  been  upeet  in  their  operation  by  the  transport*- 
n  nece^ties  of  a  nation  actively  engaged  in  war. 
Car  equipment  is  conveniently  considered  in  two  general  classes. 
Special  equipment,  for  example,  open  cars,  ordinarily  involves  an 
empty  return  movement.    Under  normal  conditions  its  service 
ieeins  to  have  been  fairly  regulated  by  the  rules  in  force.    "  Legal 
tender"  equipment,  for  example,  box  cars,  may  be  and  ordinarily 
loaded  at  any  time  at  any  point  in  any  direction  when  there  is 
'  '^'v     The  use  of  this  class  of  e(]uipment  could  not  lie  effectively 
ed  under  the  rules  formerly  in  force  governing  special  equip- 
uitrut,  because  of  a  general  recognition  of  the  economic  waste  in- 
volved in  returning  an  empty  box  c^r  directly  to  its  home  road  when 
a  diversion  it  could  advantageously  be  loaded  for  movemeoi  in 
iiiotlH  r  direction.    There  has  therefore  been  in  effect  for  years  a 
ri.  t  i(  ally  unregulated  pool  of  this  equipment.    The  result  has  beso 
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that  in  times  of  unusual  moveuicnt  of  traffic  roads  that  had  provided 
a  seemingly  adequate  supply  were  unable  to  furnish  cars,  while 
roads  with  a  less  adequate  supply  were  able  to  meet  all  demands 
because  of  their  tenacity  of  hold  upon  foreign  cars.  The  unr<  i^ni- 
lated  pool  is  therefore  particularly  unjust  during  times  of  car  shoi  i 
age  to  originating  lines  that  have  provided  their  quota,  or  mor 
than  their  quota,  of  cars.  It  is  likewise  unjust  to  the  public  served 
by  those  lines  which,  without  fault  of  their  own,  have  been  short  of 
cars.  In  times  of  surplus,  the  unregulated  pool  is  a  source  of  injus- 
tice to  distributing  lines,  because  they  are  unable  to  get  rid  of  the 
surplus  equipment  and  are  forced  to  pay  per  diem  charges. 

-  The  situation  and  the  remedy  were  summed  up  by  the  Coin 
mission  on  Car  Service  in  1913.  The  following  paragraphs  ai 
extracted  from  its  report  of  that  date: 

To  be  just  to  the  railroads  themselves  and  to  the  public  generally,  this  pool 
should  be  regulated,  to  the  end  that  there  shall  be  secured  to  every  road  the  use, 
when  it  needs  them,  of  its  quota  of  "legal  tender"  equipment  (whether  its  own  or 
the  equivalent  in  foreign  cars)  or,  in  the  alternative,  compensation  in  money  f 
the  diiflfepence.  Such  regulation  can  be  made  effective  only  by  the  abandonment 
of  the  rifi^t  to  physical  return  to  the  owner  of  its  own  cars,  and  the  substitution 
of  the  right  to  possession  and  use  by  each  line  of "  legal  tender"  cars  in  kind  equiv 
alent  to  the  cars  by  it  owned  and  contributed  to  the  pool. 

The  objections  to  recognizing  a  box  car  pool  in  the  past  have  rested  largely  oo 
the  desire  of  roads  which  have  supplied  their  quota  of  "legal  tender"  equipment, 
and  have  maintained  it  on  high  standards,  to  be  assured  of  the  use  of  cars  measur- 
ing up  to  their  standards.  The  answer  is,  that  in  practice  ejdsting  car  service 
rules  have  not  secured  this  result  so  far  as  box  cars  are  concerned. 

It  is  true  that  the  force  of  the  objections  to  a  box  car  pool  i 
augmented  by  the  inequalities  in  construction,  in  strength,  equip- 
ment,* capacity  and  cost  of  maintenance,  of  the  box  cars  contributed 
to  this  irregular  pool  by  the  different  roads.     But  it  is  also  true  th 
these  inequalities  are  gradually  disappearing.     The  adoption  of  a 
standard  box  car  should  remove  the  last  objection  to  such  a  j)ool 
and  would  besides  be  attended  with  a  considerable  saving  in  co 
of  building. 

While  there  was,  as  before  stated,  no  fair  opportunity  to  t< 
completely  the  effect  of  enforcement  of  the  car  service  rules  former! 
in  force,  the  new  system  adopted  since  this  country  entered  the  war 
seems  to  have  tended  to  demonstrate  the  efficiency  of  pooling  in 
securing  a  maximum  of  service  from  each  car  and  a  minimum  of  d 
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Uy  to  the  shipper  in  meeting  raquititlonf .  During  the  mx  montlv 
enctint;  with  September,  1017,  the  nulwa>'B  handled  14  per  eeot  more 
fniv^Ut  than  in  the  corresponding  months  of  last  year  with  sub- 
stantially no  increase  in  equipment.  Though  estabUshing  a  Yirtual 
pool  of  box  cars,  the  new  rules  recognise  the  right  of  the  owner  to  the 
prompt  return  of  special  equipment  and  this  is  doubtless  for  the 
food  of  the  service  as  well  as  a  recognition  of  ownership  rights. 
•  roads  that  have  an  adequate  supply  of  speeial  equipment— 
,.^J,  refrigerator  or  automobile  cars — doubtless  have  them*t)eeau8e 
of  the  amount  of  traffic  originating  on  their  roads  requiring  such 
s.     It  would  neither  lx»  fair  to  them  nor  in  the  interests  of 

^hest  efficiency,  except  in  emergency,  to  use  this  equipment 

for  purposes  for  which  the  ordinary  box  car  would  serve  as  well  or 
Recently,  however,  a  pool  of  the  coal  cars  of  the  Eastern 
..  ..ys  has  been  temporarily  established. 

The  principal  features  of  the  system  developed  by  the  Com- 

"don  on  Car  8er%'ice  under  the  authority  conferred  upon  it  as  a 

r  measure  and  acting  in  codperation  with  the  Interstate  Com- 

rcc  Commission  have  been  the  transfer  of  equipment  from  one 

'  (» country  to  another  where  there  was  a  greater  need  for 

... :  success  of  its  efforts  to  secure  a  greater  efficiency  of 

<  nt  and  loading  of  cars.     Local  shortages  have  been  reduced 

transfer  to  needy  localities  of  the  required  equipment  col- 

.  in  comparatively  small  lots  from  a  large  number  of  roads. 

re  than  200,000  cars  have  been  thus  transferred.    Until  the 

•se  in  volume  of  traffic  in  the  late  fall  and  the  inevitable 

.:.^  .  vvn  of  movement  in  the  early  daj's  of  winter,  this  system 

landling  by  one  authority  had  operated  to  reduce  un611ed  requiii- 

)s  for  cars  from  148,000  cars  on  May  1 ,  to  34,000  on  September  1, 

ugh,  as  before  stated,  14  per  cent  more  traffic  had  been  handled 

in  during  the  corresponding  months  of  the  previous  yesr.    The 

'".\«^  in  tr  •ffic  handled  was  partly  due,  also,  to  the  increased 

.  ca^e  per  car  per  day,  in  which  the  efforts  of  the  railways  wore 

greatly  assisted  by  the  cooperation  of  shippers,  as  they  were  also  in 

ling  of  cars  more  fully  to  capacity.    So  far  as  box  cars  are 

:   .  ucd,  the  present  rules  and  the  flexible  system  under  which 

Ithcy  are  in  force  seem  to  afford  the  best  means  available  for  handling 

Var  sen  ice.    The  designation,  from  time  to  time,  of  commodities 

that  iiiay[or  may  not  be  transported  in  open  cars  or  special  equip- 


32  Thb  Annals  of  the  American  Academy 

meDti  has  a  tendency  to  minimise  the  economic  waste  involved  in 
the  usual  empty  return  movement.  Though  designated  as  emer- 
gen^ meeeures,  the  rules  and  their  application  are  based  on  effi- 
oieocy  of  service. 

The  power  conferred  upon  one  body  to  regulate  car  supply 
as  exigencies  may  require  seems  to  provide  for  fulfilling  the  con 
ditions  of  the  economic  phase  of  the  question;  and  the  right  of 
appeal  concerning  the  handling  and  use  of  equipment  by  a  foreign 
road  affords  means  for  equitable  financial  adjustment.  The  slogan 
of  the  service  is:  ''In  all  cases,  keep  the  cars  moving,  and  sctti 
differences  of  opinion  afterward." 

As  already  intimated,  the  Interstate  Commerce  Commission 
by  act  of  Congress  on  May  29,  1917,  was  given  express  authority  to 
regulate  car  service.     The  act  defines  the  term  "car  service"  as  in- 
cluding "the  movement,  distribution,  exchange,  interchange,  and 
return  of  cars  used  in  the  transportation  of  property."     It  requires 
every  carrier  to  "establish,  observe  and  enforce  just  and  reasonal)lo 
rules,  regulations  and  practises  with  respect  to  car  service,"  aii 
gives  the  Commission  authority  to  "suspend  the  operation  of  any 
rules,  regulations  or  practises  then  established  with  respect  to 
car  service  for  such  time  as  may  be  determined  by  the  Commission 
and  also  authority  to  make  such  direction  with  respect  to  car  service 
.     .     .     .     as  in  its  opinion  will  best  promote  car  service  in  the 
interest  of  the  public  and  the  commerce  of  the  people." 

In  the  administration  of  this  law  the  Commission  in  Jul 
1917,  organized  a  division  of  car  service,  which,  under  the  reoi 
ganization  of  the  Commission,  has  been  changed  to  the  Bureau  < 
Car  Service.     It  is  evident,  however,  that  the  Commission  boli* '^ <> 
that  the  railways  through  their  own  Commission  on  Car  Scink < 
have  been  doing  all  they  could  to  secure  the  greatest  efficiency  ii 
the  use  of  cars;  for  its  Bureau  of  Car  Service  has  thus  far  devoted 
itself  chiefly  to  codperating  with  the  railways'  Commission  on  Car 
Service.    The  Interstate  Commerce  Commission  says  in  its  annu.i 
report  for  1917: 

Wbwe  oocaakm  requiree,  orders  or  directions  will  issue  under  the  car  service 
Mi  And  direo^jr  to  the  carrier  or  the  carriers  directly  concerned.  Subject  to  this 
fundameoUl  principle,  the  Commiasion  is  availing  it^lf,  and  will  continue  to  avn" 
itMlf,  of  ooftperative  effort  on  the  part  of  the  carriers'  Commission  on  Car  Servif  < 
....  The  preaent  ia  peculiarly  a  time  for  the  avoidance  of  unnecessary 
duplication  of  work,  and  it  has  seemed  to  the  Commission  desirable 
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to  otffiM  to  Um  fulkfi  «t«l  aD  umm  for  ioMriog  nnfJMwn  mtkmay  is  tho 
of 


I  hat  the  spirit  and  manner  in  which  the  CoouniMloD  haf  fOCM 
about  it«  roKiilaiion  of  car  service  thua  far  have  beeo  effaetiTia  in 
furthering  Uio  object  it  mentiona-— nx.,  **inanring  nuudmum  afll* 
eienoy  in  the  handling  of  can'^^ia  unqueetionmbie.  In  perioda  o( 
heavy  tnitfic,  such  as  the  present  when  there  are  not  tTKWifh  ears  to 
move  all  thi'  freight,  the  great  problema  of  car  serviee,  whether 
vieweii  from  the  8tand|)oint  of  the  managements  of  the  railways,  or 
that  of  the  regulating  authority,  are,  first,  that  of  putting  ears  where 
they  are  moet  needed,  and,  second,  tliat  of  securing  the  utmost 
service  from  each  car.  With  equal  information  as  to  the  coDditiooa, 
the  (i(viv<ion  of  the  railways'  Commission  on  Car  Service  and  that 
of  the  interstate  ('ommerce  Conmiission's  Bureau  of  Car  Service 
as  to  where  cars  are  the  moet  needed  are  pretty  sure  to  be  the  same. 
Likewiiic,  with  the  same  information  as  to  conditions,  their  dedttons 
»rf  pretty  sure  to  be  the  same  as  to  the  best  methods  of  securing 

•*  greatest  efficiency  in  the  utilization  of  cars.  But  it  does  not 
follow  that  government  regulation  of  car  service  is  superfluous. 
The  railway  man  naturally  looks  at  the  problem  from  the  railway 

indpoint.    The  representative  of  the  government  naturally  looks 

at  it  from  the  standpoint  of  the  public.    Friendly  cooperation 

between  the  representatives  of  the  government  and  the  oflicers 

of  the  railroads  is  desirable  in  order  adequately  to  protect  and 

'omote  the  intereHts  of  both  railways  and  public. 


RBGULATION  OF  CAR  SERVICE  UNDER  GOVERNMEN  J 
CONTROL  OF  OPERATION 

Bt  John  J.  Esch 

The  existence  of  freight  car  shortage  since  March,  1916,  and 
especially  in  the  last  two  months,  resulting  in  increased  cost  of 
living  and  widesprei^  suffering  to  millions  of  our  population,  ha 
compelled  consideration  of  causes  and  methods  of  relief.     Then 
have  been  such  shortages  in  the  past,  but  they  have  been  temporary 
due  largely  to  seasonal  demands. 

Car  Shortages  since  1907 

Owing  to  the  phenomenal  prosperity  during  the  year  1907 
there  were  two  periods  of  car  shortage  in  that  year,  one  during  tli< 
mid-summer  months  when  the  maximum  shortage  reached  30,37(' 
cars,  the  other  during  the  last  three  months  of  the  year  when  th» 
shortage  on  December  24  reached  208,586  cars.  During  the  fol- 
lowing yean  of  1908  and  the  greater  portion  of  1909  there  was  busi- 
neas  depression,  and  the  number  of  idle  cars  reached  on  April  29, 
1908,  a  maximum  of  413,338  cars.  During  October  and  Novemb(  i 
of  1909  there  was  a  small  shortage.  During  1911  there  was  no 
shortage.  In  the  fall  of  1912  the  shortage  reached  a  maximum  on 
November  7  of  51,259  cars.  During  the  latter  part  of  October 
1913,  there  was  another  small  shortage,  with  no  shortage  for  1914, 
the  first  year  of  the  European  war.  The  surplus  of  idle  cars  ex- 
tended throughout  the  year  1915,  with  a  maximum  on  April  1  of 
327,084  cars.  In  1916,  however,  owing  to  the  tremendous  dcmMixl- 
upon  the  United  States  by  the  allied  powers  for  munitions  an-l 
supplies,  there  was  a  shortage  on  March  1  of  19,537  cars.  Begin- 
ning with  September  1,  1916,  the  car  shortage  increased  until  it 
attained  114,908  cars  on  November  1,  with  almost  an  equal  nunibci 
on  December  1.  On  January  1,  1917  the  car  shortage  had  been 
reduced  to  about  62,000,  but  during  that  month  it  increased  to 
over  100,000  cars.  The  shortage  continued  throughout  the  year 
and  January  of  this  year  finds  the  situation  more  aggravated  than 
at  any  other  period  of  our  history. 
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Cab  Sufflt 

For  the  lajit  ten  yean  about  135,000  freight  can  on  tha 
.  ave  been  ordered  and  about  2,500,000  are  now  in  use,  but  only  about 
80.000  were  ordered  during  1017,  a  material  rediielkNi  noiwitb- 
$\  '  he  inereaaed  demands  of  traffic.    '' Prteee,  labor,  maleflal« 

•  ' and  lack  of  funds  have  all  contributed  to  keep  the  rafl- 

.. is  out  of  the  market."  In  the  teatimoiiy  presented  to  the  New- 
la  it  Committee  on  Interstate  Commerse,  reprswlatiirts 
nf  :..-    ...Iroads  deehired  that,  owing  to  various  eausea  and  paHie«- 

irly  to  the  regulatory  control  eneroiaed  not  merely  by  the  Inter- 
Kt  imeree  Commission  but  also  by  the  several  stale  eom- 

'^  it  was  impossible  to  secure  sufficient  funds  to  finanee  the 

i  .  and,  as  a  eonsequence,  orders  for  new  ears,  loeomolives  and 
otlHT  rolling  stock  have  not  been  given  and  the  norm 
demand  therefor  on  the  part  of  some  roads  has  not  been  BMi. 

This  testimony,  taken  together  with  the  declaration  made 
eral  years  ago  by  Mr.  James  J.  Hill  that  "the  railroads  of  the 
try  must  invest  over  five  billion  doUars  for  enlargement  of 
upon  roads  now  existing,"  leads  to  the  conclusion  that  the  pi 
car  shortage,  to  a  considerable  extent,  is  due  to  the  underequipment 
of  the  roads.  While  it  is  true,  as  declared  by  the  Supreme  Court 
of  the  United  States,*  "That  it  would  be  unreasonable  to  under- 
take to  nxiuirc  a  carrier  to  provide  facilities  which  would  meet 
«»very  condition  that  might  arise/*  nevertheless,  common  earriers 

lould  provide  sufficient  equipment  to  take  ears  of  seasonal  de- 
mands, for  these  arc  recurrent,  can  be  anticipated  with  reasonable 
certainty,  and  should  be  provided  against.  All  efBelently  managsd 
public  utilities  seek  to  take  care  of  the  peak  load,  and  while  this 
Hi  4  idle  part  of  the  equipment  even  for  the  greater 

P*  L.  uu,  the  convenience  of  the  publie  most  be  met. 

Sons  CAuan  op  Cab  Shobtaos 

Some  of  the  causes  for  existing  paralysis  of  transportation  are 
'>o  following: 

1.  lAok  of  adequate  yard,  traeksflB,  warebouM  and  elevator  fadlltiei,  e^»- 
Uly  in  large  mamifarturing  and  prododng  9mian  and  at  tenninal  poiate  at 
enaboard. 

'U9utkm  <t  rem  CMr«l  R,lLw.  Mam.  901  U.  aSSL 
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2.  lAok  of  sufficient  ears  and  motive  power  and  inefficient  operation. 
8.  The  holding  of  cars  by  shippers  and  consignees  for  speculative  purposes 
and  the  failare  of  oooBgness  to  unload  promptly. 

4.  Lade  of  oeean  oarrying  space. 

5.  The  dow  moTemeot  of  freight  and  shortage  of  oars  resulting  from  the 
pcBOtioe  of  carriers  in  permitting  reoonsignment  of  cars  and  the  extent  to  which 
shippers  have  avafled' themselves  of  reoonsignment. 

The  car  Btatistics  furnished  by  the  American  Railway  Associa- 
tion and  the  Interetate  Commerce  Commission  show  an  unpriced 
dented  movement  of  cars  from  middle  and  western  producing  centers 
toward  the  Atlantic  and  Gulf  port  terminals  for  consignment  abroad. 
Inadequate  warehouse,  elevator  and  other  facilities  at  these  ter- 
minals and  lack  of  ocean  carrying  space  has  resulted  in  unprece- 
dented congestion,  thousands  of  cars  being  held  on  terminal  tracks 
for  days,  weeks  and  even  months,  awaiting  unloading.  This  con- 
gestion has  prevented  the  prompt  movement  of  unloaded  cars  west- 
ward to  their  home  lines.  Notwithstanding  embargoes  declared 
by  western  roads  on  eastbound  shipments,  the  congestion  has  been 
only  partially  relieved. 

Car  Service  Legislation 

Car  service  rules  initiated  by  the  carriers  and  voluntarily 
assented  to  have  existed  for  several  years.  These  rules  regulated 
the  exchange,  interchange  and  return  of  cars,  prescribed  per  dicni 
charges  and  penalties  for  the  violation  of  these  rules.  During 
periods  of  lax  and  normal  freight  movement  rules  were  generally 
obeyed,  but  during  periods  of  car  shortage  or  congestion  they  were 
openly  violated  and  penalties  were  not  enforced  because  of  fear  of 
loss  of  traffic  or  retaliation.  There  was  neither  inclination  nor 
power  of  enforcement. 

During  the  latter  part  of  1916  the  Interstate  Commerce  Com- 
mission made  repeated  efiforts  to  get  the  American  Railway  Asso- 
ciation, through  its  car  service  committee,  to  enforce  its  own  rules, 
but  failed  notwithstanding  the  fact  that  the  executives  of  some  of 
the  leading  roads  gave  ready  and  effective  support.  The  Comrais- 
non,  therefore,  to  relieve  a  situation  growing  constantly  more  dcs 
perate,  after  notice  of  hearing,  issued  an  order  on  January  18,  1917, 
modifying  the  car  service  rules  of  the  American  Railway  Associa- 
tion by  requiring  the  carriers  to  return  to  their  owners  without 
drversion  or  misuse  all  foreign  open-top  cars  and  all  railroad  owned 
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lied  refrigermtor,  heater,  veotOalor  and  iimiittiid  mn  after 

.  ^..:aad«d  at  deetination,  either  k)aded  or  empty,  (a)  direct  if 

iging  to  direct  connections,  (b)  through  the  proper  home  roote 

if  belonging  to  other  than  diroet  oonneetaoiia,  or  in  aeeofdanee  with 

•uch  rules  as  may  be  found  reaaonabie  and  be  preaeribed,  and  to 

rpturn  all  other  foreign  frei^t  earn  to  their  owneni  in 

<-ar-eervioe  rules  1,  2,  3,  and  4  of  the  American  Railway 

<>    '>r  to  effect  a  relocation  of  such  ears  in  aeeordanee  with 

r  rules  as  may  be  found  reasonable  and  be  prescribed. 
Thin  order  was  to  have  become  effective  April  15,  1017.  War 
ttfiving  been  declared  April  6;  on  April  1 1  the  chief  executive  offieen 
f  the  railroads  met  and  resolved  "That  during  the  preseot  war 
iiey  1^411  coordinate  their  operations  in  a  continental  railway  tjm- 
**m  .  .  .  .  to  produce  a  maximum  of  national  transportation 
fficiency"  and  cresied  the  organisation  neeessary  to  effect  this 
bjeet.  A  car  service  oonmiittee  was  appointed  and  through  it  an 
^imest  and  partially  successful  effort  was  made  to  abate  car  shofi> 
iCe  and  congestion. 

Owin^  to  the  fact  that  the  Interstate  Commerce  CommisBioB 

^vas  not  unanimous  in  its  order  and  report  of  January  18, 1917,  due 

»  doubts  as  to  its  authority  to  prescribe  general  rales  relative  to 

ii  '40  of  cars,  and  the  reconmiendation  of  the  Commission 

t  i  punch  "  of  law  was  necessary  to  secure  prompt  and  uni* 

1  .  :inc^,  Congress  passed,  and  on  May  29, 1917  the  Presi- 

ti<  \ .  (1  the*  Car  Srr\'ice  Act,  defining  ** car  service"  as  includ- 

i'p.     .:.^  uiuvcmcDt,  dktnbution,  exchange,  interchange  and  return 

:  cars  used  in  the  transportation  of  property  by  any  carrier  subjeei 

to  the  Act  to  Regulate  Conmierce''  and  making  it  the  duty  of  every 

•uch  carrier  "to  establish,  observe  and  enforce  just  and  reasonable 

ules,  regulations  and  practices  with  respect  to  ear  service."    It 

\  AS  further  provided  that: 

Tbe  oommiHioii  Bhall,  after  hearing,  oo  a  oomplaint  or  upon  tU  own  imtiu- 

ve  without  oomplaint,  ertahUA  retsonshle  nihi,  wgnlatkai,  and  pnctieM  with 

iwpiot  to  car  wnriea,  ianhiriii^  the  nliaiflnitinn  of  ttn,  enmpwitinB  to  be  paid 

fcr  the  aw  of  any  mt  not  ofwned  by  any  wdi  commoa  emfar  aad  ths  piihiw 

or  other  unolioai  for  nonobeervmnce  of  auoh  ralei. 

Wbeoever  the  eommiirion  ahaU  be  of  opinion  that  nun— ity  tiiaU  for  imm»- 
ite  action  with  respect  to  the  tupply  or  uae  of  can  for  tran^KMtatkm  of  prop- 
ty,  the  ooinmiffiion  ahaU  have,  aad  it  it  hereby  given,  authority, 
•mplaini  or  upon  Urn  own  iailiathre  withoek  ooapldBt*  al  oa«^  if  ii 


Ths  Annals  op  the  American  Academy 

or  oilier  foroMd  plasding  by  the  interested  carrier  or  carriers,  and 
vith  or  without  notice,  hearing,  or  the  making  or  filing  of  a  report,  according  ae 
the  oommiMOD  may  determine,  to  suspend  the  oi)eration  of  any  or  all  rules,  regii- 
latioQe,  or  praetioee  then  established  with  respect  to  car  scrnco  for  such  time  as 
may  be  determined  by  the  oommission,  and  also  authority  to  make  such  ju8t  and 
reeseneble  difsetioni  with  respect  to  car  service  during  such  time  as  in  its  opinion 
will  best  promote  esr  service  in  the  interest  of  the  public  and  the  commerce  of 
the  people. 

To  carry  out  these  broad  powers  effectively  the  Commission 
on  July  9,  1917,  created  the  Bureau  of  Car  Service,  through  which 
it  has  undertaken  to  regulate  this  service  throughout  the  United 
States  in  co6peration  with  the  carriers'  committee.  Much  good 
has  already  been  accomplished  and  thousands  of  cars,  irrespective 
of  ownership,  have  been  ordered  from  congested  centers  to  th« 
South  and  West  where  shortages  existed.  Car  equipment  has  been 
pooled  to  expedite  movement  of  coal  to  Lake  Erie  and  Atlanti* 
ports.  The  use  of  open-top  cars  has  been  denied  to  industries  not 
essential  in  war  production. 

How  Car  Service  Can  be  Increased 

Car  service  can  be  increased  through  voluntary  effort  on  th( 
part  of  shippers  and  carriers  and  through  regulation.  Shippers  can 
load  cars  10  per  cent  above  their  stenciled  carrying  capacity;  shij) 
full  instead  of  less  than  carloads  lots;  increase  their  storage  room : 
install  effective  loading  and  unloading  devices;  order  no  more  cars 
than  needed;  regulate  their  shipment  as  far  as  possible  so  as  to 
avoid  a  glutted  or  congested  terminal  market;  purchase  coal  and 
other  supplies  at  times  when  traflfic  is  slack;  join  with  other  shippers 
to  make  a  full  carload  billed  to  a  common  destination;  cooperate 
with  carriers  in  establishing  **saiHng  days." 

The  carriers  can  on  their  own  motion  expedite  traflSc  move- 
ment by  reducing  the  15  per  cent  of  locomotives  ordinarily  under 
repair  to  10  per  cent,  thereby  adding  3,325  to  the  number  in  service; 
increase  the  average  per  diem  run  of  locomotives  from  75  to  90 
miles,  thereby  in  effect  adding  3,300  locomotives;  reduce  the  num- 
ber of  cars  now  normally  under  repair  from  6.5  per  cent  to  4  per 
cent  and  thereby  release  64,000  cars  for  active  service;  increase  th« 
average  per  diem  run  of  freight  cars  from  25  to  30  miles  and  thercljy 
add  20  per  cent  or  515,000  cars  to  the  existing  equipment. 

If  these  suggestions  making  for  efficiency  were  even  partially 
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'  !irri<'<l  out  1»\    hlnpjM-r'^  ani  <;i!;.. 

;ir  tthortaj^i*  to  holvr  at  tins  tnin- 

iikI  patriotic  spirit  luanifested  t)i 

iao0t  u«  out  of  CATB  aad  looomoUvcm  tiic  compuUum  ol  Uw  and 

rcfulAtion  made  pursuant  thereto  has  been  found  nrri^Murr 

IU.*.t   IMf  l>    (    AK    SiBVICK 

The  cur  M4rvi<v  ruU-H  vohintarily  adopted  jrean  a^  by  ih% 
irrierH  have,  since  the  decision  of  the  Interstate  Conunflroe  Com- 
lis.sion  of  January  17,  1917,  with  the  inodifioatioQ  ab<Mdy  frfcfred 
>   and   iii)<l<T   the   ('ar  8er\'i(*e   Act.    l)eeoiDe   Uws  eapahia  ol 
I  Kid  fufon-cinciit.     KxistinK  ndes  approved  by  the  CommiMon 
tratlir  l>y  ailowin^  <-arritis  to  make  a  per  dif*iii  chai]fB  pOT 
iM>  IIS4*  b3   another  earner  with  a  niaxiinuui  of  $IM  per 
day;  to  make  a  charge  for  the  diversion  of  a  foreign  ear;  to  chaff^B 
demurrage  against  shippers  for  detaining  can  after  the  two  ditya' 
free  time  allowed  for  unloading;   to  make  a  charge  for  the  recon- 
ifCnincnt  privilege.     The  purpose  of  these  charges  is  not  to  increase 
i'  >  hasten  the  return  of  cars  to  the 

t>        ..  _      il  unloading  of  cars.    The  more 

ipidly  this  is  done  the  less  cars  will  be  required.  Slow  movement 
means  congestion.  Doubling  the  number  of  cars  without  hasten- 
ing their  movement  will  only  add  to  the  congestion. 

In  time  of  emergency  the  Conimission  can  suspend,  with  or 
^  oticc,  hearing  or  the  making  or  filing  of  a  report,  the  opera- 

ti'  ny  existing  rules,  regulations  or  practices  with  respect  to 

:ir  service  and  can  make  such  just  and  reasonable  directions  m 
wiW  best  promote  such  service  in  the  interest  of  the  public  and  the 
commerce  of  the  people.  Only  recently  the  demurrage  rates  were 
increased  to  a  maximum  of  $5  per  day  to  lessen  congestion.  That 
high  demurrage  rates  reduce  by  one-half  )o  coneuined  by 

9hip|)cr8  and  consignees  in  loading  and  nnl  k^  ejqMrienees  of 

alifornia  and  Canada  fully  attest 

'         ress  could  greatly  increase  car  elliciency  by  standardtaing 

motives  and  other  equipment.     It  has  already  eifukwl* 

ed  air  brakes,  automatic  couplers,  running  boards,  grab  irooi, 

ladders,  sill  steps  and  hand  brakes  in  the  interest  of  safety.    Slao- 

danhiation  of  cars  and  equipment  will  result  in  eflkisney  as  surely 

as  it  has  already  done  in  Uie  manufacture  of  automobiles.    There 
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mn  Almost  as  many  types  of  cars  as  there  are  railroad  systems.  As 
they  pMB  from  system  to  system  they  must  be  repaired  from  time 
to  time  while  on  lines  remote  from  the  owning  line  and  where  nec- 
essery  spare  parts  are  not  obtainable:  delay  or  an  imperfect  job 
results.  In  1914  the  railroads  hauled  one  empty  for  every  two 
loaded  cars,  due  in  large  measure  ''to  the  design  and  construction 
of  freight  cars,  which  are  for  the  greater  part  designed  for  8i)ccial 
service,  rendering  them  incapable  of  transporting  a  load  except  in 
one  direction  with  a  given  commodity."  Hopper  coal  cars  are  an 
example.  With  standardization,  a  type  of  car  could  be  built  that 
would  be  readily  unloadable  and  fitted  for  a  back  haul.  If  unifica- 
tion of  control  is  to  result  from  the  war,  standardization  may  foUov 
naturally  and  without  legislation.  It  should  come  gradually,  even 
as  a  result  of  legislation,  and  should  apply  only  to  new  equipment. 

Rbqulation  of  Car  Service  Under  Government  Control 

By  proclamation  of  December  26,  1917,  and  under  the  Act  of 
August  29,  1916,  and  the  Resolution  of  April  6,  1917  declaring  war 
against  Germany,  the  President,  through  the  Secretary  of  War 
took  possession  and  assumed  control  at  twelve  o'clock  noon  of  De- 
cember 28,  1917,  "of  each  and  every  system  of  transportation  and 
the  appurtenances  thereof  located  wholly  or  in  part  within  tb- 
boundaries  of  the  continental  United  States"  consisting  of  railroad- 
etc.    The  proclamation  gives  to  the  Director  General  of  Railroad 
appointed  thereunder,  power  to  issue  orders,  general  or  special 
which  shall  be  paramount,  even  though  they  override  existing  stat- 
utes and  orders  of  the  Interstate  Commerce  Commission  or  of  state 
commissions. 

Conceding  the  constitutionality  of  the  grant  of  such  power,  it 
is  evident  that  existing  car  service  rules  applicable  in  time  of  peace 
and  under  private  ownership  may  be  materially  modified  or  even 
abrogated  now  that  the  roads  are  taken  over,  under  the  war  power 
Already  the  Director  General  has  requested  the  Interstate  Coni 
merce  Commission  to  change  demurrage  rates  to  a  maximum  of  $10 
per  car.  In  his  first  order  issued  December  29,  he  ordered  all  trans- 
portation systems  to  be  operated  as  a  national  system,  and  "all 
terminals,  ports,  locomotives,  rolling  stock  and  other  transportation 
facilities"  to  be  fully  utilized  without  regard  to  ownership.    This 
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ghrw  Muietion  to  pooling  of  equipmeDt,  alrMdy  prMtieod  rfoM  ImI 
May  as  to  freight  ean,  by  the  Railroada  War  Boaid. 

The  unification  of  the  roads  and  aurrmder  of  oootrol  by  tiMir 

wnen  of  all  equipment  will  be  the  moat  aalutary  kind  of  rBTolmioa» 

i  P  volution  which  in  Urge  part  will  remain  whether  the  roadi  wa 

'<  turned  to  the  owners  after  the  war  or  are  eontroOed  or  owned  by 

he  government.    Unified  government  control  during  thia  war  wfll 

make  the  freight  car  aa  current  aa  a  dollar  bill  and  be  governed  by 

the  aame  economic  law — go  where  it  can  be  uaed.    U  wiH  be  aa 

reaponaive  to  the  needs  of  trafi&e  aa  the  Pullman  car  is  to^tbeaeeda 

>f  the  traveling  public."    If  this  be  true,  then  fewer  car  aerviee 

ales  will  be  necessary  during  the  war. 

Under  order  No.  1  of  the  Director  General,  deaipiatioii  ol 
routes  by  shippers,  heretofore  authorised  by  law,  are  to  be  diava- 
puded  to  promote  speed  and  efficiency,  eroaa  hauling  of  freight  and 
use  of  circuitous  or  long-haul  routes  are  to  be  diaeontinued  for  the 
same  purpoee  aa  are  alao  traffic  agreementa  between  earriers.    The 
n>*4ult  of  thia  order  will  make  it  possible  to  discharge  many  meo, 
nate  advertising,  maintenance  of  needless  offices  and  effect 
ics,  but  the  greater  cost  of  government  management  aa 
:..^..  uiTset  the  savings,  if  past  experience  is  any  guide. 
Ikfore  the  proclamation  of  Deoember  26,  the  railroads,  in  the 
iiterest  of  coal  conservation  and  to  release  train  crews  and  looomo- 
:  ivea  to  haul  freight  and  to  relieve  congestion,  had  abandoned  many 
•f  their  passenger  trains,  especially  in  eastern  territory.    In  fur- 
therance of  this  movement  the  Director  General  has  orderad  '^ao 
fur  as  practicable,  the  annulment  of  passenger  traina  which  tnterfsie 
with  giving  necessary  freight  service."    Hundreds  of  passen^Br 
t  rniiis  have  already  been  taken  off  and  a  reduetion  of  20  per  cent  of 
throuith  traina  is  contempUted.    On  the  passenger  traina  atill  re- 
luHiiiing,  the  uae  of  private  and  observation  cars  haa  been  aban- 
ioned  and  the  uae  of  sleeping  and  parlor  can  on  dayiifhi  nina, 
^leeauae  of  their  weight  and  restricted  seating  capaeity,  are  to  be 
dispensed  with.    As  passenger  traffic  is  diminidied,  freight  traffie 
can  be  increased  and  speeded  up  and  the  winning  of  tlie  war  made 
DOAslblo.    To  do  thia,  who  will  not  be  willing  to  make  soim  sacrifiM? 


PUYSICAL  NEEDS  OF  THE  RAILWAYS  UNDER  GOVERl 
MENT  CONTROL 

By  Julius  H.  Pabmblee 

Railway  congestion  may  result  from  two  wholly  distinct  forms 
of  inadequacy,  so  far  as  concerns  equipment;  an  inadequate  supply 
of  equipment,  or  inadequate  utilization  of  equipment  already  in  ser- 
vice. Having  first  ascertained  which  particular  form  of  inadequacy 
is  responsible  for  some  specific  experience  in  congestion,  it  becomes 
possible  to  determine  what  shall  be  the  proper  remedy.  Govern- 
ment control  over  the  American  railway  system,  which  became 
efTcctive  as  the  calendar  year  1917  was  drawing  to  a  close,  was  made 
necessary  partly  by  the  congested  condition  of  railway  traffic,  es- 
pecially in  the  eastern  section  of  the  United  States.  To  arrive  at 
an  estimate  of  the  equipment  and  other  facility  needs  of  the  railways 
while  under  government  control,  it  is  advisable  briefly  to  review 
recent  traffic  history,  to  ascertain  what  steps  led  up  to  the  Presi- 
dent's proclamation  taking  over  the  railways,  and  finally  to  attempt 
a  forecast  of  the  probable  traffic  developments  and  physical  needs 
of  the  near  future. 

For  the  sake  of  clearness  and  convenience,  certain  terms  will  be 
used  throughout  this  article  to  convey  certain  specific  meanings,  as 
follows:  "Period  of  government  control"  will  be  used  to  include 
such  period  after  the  declaration  of  peace  as  may  be  assigned  (either 
by  Congressional  or  Presidential  action)  for  the  retention  of  the 
lines.  The  term  "railway  facilities''  throughout  the  article  will 
denote  the  general  railway  plant,  including  roadway  and  track, 
bridges,  stations  and  other  structures,  with  the  sole  exception  of 
equipment.  "Equipment"  will  refer  to  the  movable  part  of  the 
plant,  including  locomotives  and  cars  of  all  kinds.  "  Motive  power" 
will  refer  to  locomotives,  while  "rolling  stock"  will  be  used  to  apply 
to  cars  as  distinguished  from  locomotives.  Inasmuch  as  the  dis- 
eosrion  will  center  almost  wholly  on  freight  traffic  problems,  "roll- 
ing stock"  will  indicate  freight  cars  unless  otherwise  specified. 

The  railways  of  the  United  States  are  under  constant  obliga- 
ikm  not  only  to  maintain  their  facilities  and  equipment,  including 
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repairs,  retiramMiU,  and  ordinary  mplanamanta,  but  akK>  to  add 
fuch  new  *  and  naw  equipmanl  each  yaar  aa  will  eoabla  Ibam 

to  keep  u\:  .....  lUe  Krowih  of  traflie.  There  is  a  clear  ^h^hf%m 
l«lween  maintenance  of  the  railway  plant  at  normal  level,  and  aoeli 
improvementa  and  bettermenta  aa  reprennt  additiona  to  the  plaal. 
Ttf*  noat  of  maintenance  is  an  operating  expeme,  met  from  enrraot 
lice  and  chftrgeablo  to  **  maintenance  of  way  and  atmctiirfla'' 
i  ntenance  of  equipment ' '  aocounta.    The  eoat  of  addiliona 

,  .i:il  charge,  whether  the  new  faeiiities  and  equipment  aaa 

kid  for  out  of  surplus  earnings  or  are  financed  by  the  sale  of 

The  di>^'  is  not  only  one  of  accountand  but  alao 

turpobcs  1:     ...jli  maintenance  and  additiona  are  canied  out. 

tenance  work  is  designed  to  keep  a  railway  in  eondition  to 

mti^l  the  normal  traffic  demands  that,  judging  by  past  records,  will 

)«  made  upon  it;   new  additions  are  made  to  care  for  the  added 

raffic  that  is  expected  to  develop  from  the  growing  oeede  of  a 

>r  to  promote  economy  and  efficiency  in  operation. 

jiions  should  be  borne  clearly  in  mind,  aa  th^  have 

i  definite  bearing  on  any  discussion  of  physical  railway  needa. 

Growth  op  TRAfnc,  Equipmsnt  and  FACiLinie  to  1917 

Growth  of  railway  traffic  has  been  astonishingly  great  in  recent 
years.  From  1908  to  1915  the  annual  increase  in  tons  of  revenue 
juid  non-revenue  freight  carried  one  mile,  or  ton-milea,  waa  less  than* 
I  per  cent,  while  the  number  of  passengers  carried  one  mile,  or 
passenger-miles,  increased  less  tharn  2  per  cent  per  year.  Since 
1915,  however,  both  forms  of  traffic  have  grown  by  leapa  and 
kx>unds.  The  calendar  year  1916  ahowed  an  increase  in  freight 
traffic  over  the  fiscal  year  1915  (ended  June  30)  of  about  a  third,  the 
increase  being  from  a  little  over  300  billion  ton-milea  to  about  iOO 
lillion  ton-miles.  This  was  the  growth  of  a  period  of  eighteen 
months.  The  calendar  year  1917  showed  an  increase  over  1016  of 
not  less  than  10  per  cent,  which  would  place  the  1917  traffic  in  the 
neighborhood  of  450  billion  ton-milea.  For  the  thirty-month  period 
from  July  1,  1915,  to  December  31,  1917,  this  repreaenta  an  in- 
rease  from  about  300  billion  to  450  billion  ton-mileSy  or  50  per  oeot. 

larly,  passenger-miles  increased  from  32  billion  in  the  fiaoal 

iva5  to  35  billion  in  the  calendar  year  1916,  an  inoreaae  of 

:il  proximately  10  f)er  cent  In  eiithteeen  months.     The 
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in  1917^wa8  unusually  heavy,  partly  owing  to  the  demands 
of  war  trmvel,  and  partly  to  heavy  troop  movements.  While  exact 
figures  are  not  as  yet  available  regarding  the  passenger  trafRc  of 
1917,  it  was  approximately  15  per  cent  greater  than  in  1916,  which 
would  make  it  not  less  than  40  billion  passenger-miles.  This  is  a?) 
iDorease  for  the  period  from  32  billion  to  40  billion  passenger 
miles,  or  about  25  per  cent. 

We  have  thus  presented  an  extraordinary  picture  of  traffic  in- 
oioancm  as  between  the  annual  periods  ended  July  1,  1915,  and 
December  31,  1917,  as  follows: 

Ton-miles,  from  300  billion  to  450  billion  a  year,  or  50  per  cent. 

Passenger-miles,  from  32  bilUon  to  40  biUion  a  year,  or  25  per 
cent. 

The  significance  of  these  astounding  figures  will  be  made  ap- 
parent in  our  discussion  of  physical  needs. 

Railway  mileage  has  increased  but  slowly  during  the  past  few 
years,  the  average  annual  increase  being  about  a  thousand  miles 
This  refers  to  miles  of  hne,  or  first  main  track.     Increase  in  addi 
tional  trackage,  such  as  second,  third  and  fourth  tracks,  yard  tracks, 
and  sidings,  constructed  to  enable  railways  to  handle  a  more  inten- 
sive trafiic,  has  been  more  rapid  than  in  miles  of  line.     Additional 
trackage  has  been  growing  recently  at  the  rate  of  nearly  2,500  niih 
a  year.     Applying  these  annual  rates  to  the  thirty-month  period 
from  July  1,  1915,  to  December  31,  1917,  the  best  available  figures 
make  it  appear  that  miles  of  line  increased  about  2,500  miles,  and 
additional  tracks  about  6,000  miles.     While  this  represents  a  con 
siderable  amount  of  new  construction,  it  is  an  increase  in  line  niil( - 
age  of  only  1  per  cent,  and  in  additional  track  mileage  of  about  5 
per  cent.     Recollection  that  freight  traffic  increased  50  per  cent 
during  the  same  p>eriod  and  passenger  traffic  25  per  cent  will  lead 
to  a  realisation  of  the  additional  traffic  burden  thrown  on  each  mile 
of  line  in  1917  as  compared  with  1915.     In  fact,  traffic  density  as 
measured  by  ton-miles  and  passenger-miles  per  mile  of  line  in- 
ereaaed  48  per  cent  in  the  case  of  freight  traffic  and  24  per  cent  in 
the  ease  of  passenger  traffic.     This  burden  fell  primarily  on  th( 
railway  stafif,  secondarily  on  the  terminal  facilities,  motive  power, 
and  rolling  stock,  freight  and  passenger,  and  lastly  on  the  other 
faoihtieB  included  in  the  railway  plant. 

While  the  growth  of  traffic  was  throwing  this  greatly  increased 
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•n  onto  the  ndlways,  was  thane  a  nni  i mwiMMm  tMNtaa  in  tht 
lilt  of  equipmant  in  tervioaand  availafala  to  haadto  Iha  timffieT 

I  )etailcd  figurea  are  not  available  to  December  81,  1917,  but  it  ia 
|)o«ble  to  approximate  an  answer  to  this  query.    Durinf  Iho  sigh 
toen  tnonths  from  July  1,  1915,  to  December  31, 1916,  the  iasraMS 

II  number  of  nietun  locomotives  in  railway  servioe  was  less  thaa  3 
iter  oent,  the  inerease  in  freight  ears  was  oonsiderably  leas  than  1  per 
cent,  and  in  psssengnr  ears  approximately  1  per  eeoi.  The  year 
1917  offers  a  most  oomplex  nioord  as  to  the  oonetmolkNi  and  di^ 
'  ribution  of  new  equipment,  and  as  will  be  shown  a  little  later,  the 
itmianda  of  our  allies  and  of  our  own  armies  in  France  drew  off  mneh 
f  the  production  originally  intended  for  the  American  railways. 

!  t  probably  does  not  overstate  the  case  to  say  that  as  a  whole  1917 
did  not  add  over  1  per  cent  to  the  supply  either  of  locomotives,  or 
of  freight  and  passenger  cars,  which  would  make  the  number  in  ser- 
.  ice  on  Deceinber  31,  1917,  greater  than  on  July  1, 1915,  by  aboai 
i  per  cent  in  the  case  of  locomotives  and  about  2  per  cent  in  the  caae 
•f  cars,    llius  with  an  added  2  or  3  per  cent  of  equipment,  and  an 
tional  1  to  5  per  cent  of  trackage,  the  railways  in  1917  were 
iling  25  to  50  per  cent  more  traffic  than  in  1915P 
Hie  answer  to  what  seems  at  first  sight  a  most  pusxling  riddle 
uiay  be  found  partly  in  the  fact  that  1915  was  a  3rear  ol  low  traffic, 
fiartly  in  the  monthly  freight  efficiency  reports  issued  by  the  Rail- 
roads' War  Board  beginning  with  April,  1917.    Such  great  ii 
m  traffic  as  have  just  been  indicated  could  not  have  bei 
merely  by  taking  up  the  slack  of  1915,  but  must  have  been  met  either 
by  greatly  increasing  railway  facilities  or  by  utilising  enisling  facih- 
ties  to  a  much  greater  degree  than  formerly.    We  have  seen  that 
inileage  and  equipment  showed  very  moderate  rates  of  growth  from 
1915  to  1917,  while  traffic  was  growing  by  tremendous  leaps;  the 
alternative,  that  of  inereaaed  facilities,  is  therefore  nnlenahle 
a  the  second  alternative  must  more  nearly  appranmato  the 
orrect  solution  is  confirmed  by  the  War  Board  egcJeney  reports 
and  by  the  testimony  of  close  students  of  the  period.    During  the 
first  eight  months  of  the  War  Board's  operations  (April  to  Novenbsr 


*  Owing  to  the  oontiniuUy  innwming  das  and  mpiMiy  of  tqaipoMDi,  Mtd  to 
iptovoroenU  in  other  fmcflitiei.  rsflwav  fseilitiei  do  not  need  lo  IniveiM  pro- 


•  mptoveroenU  in  other  fmcflitiei,  rsflway  fseflitiei  do  not  need  lo  iaerai 
partiouOly  so  f aat  m  tndBe.  My  wnpliarii  ii  mere^  on  the  iwy  wids 
ban  dwwn  betwMD  Um  diflMBi  nfeM  of  JaasMa 
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inclusive)  the  average  load  per  loaded  car  increased  from  24.8  tons 
in  1916  to  27.1  tons  in  1917,  or  9.3  per  cent;  the  number  of  tons 
hauled  per  train  increased  from  626  tons  to  672  tons,  or  7.3  per  cent 
finally,  the  daily  mileage  of  locomotives  increased  1 .9  per  cent.  'rhi> 
fesulted  in  a  saving  of  32  million  train-miles  and  1,:{5()  million  car- 
miles.  That  is,  even  with  heavier  loading,  which  might  logic'all\ 
have  tended  to  slow  up  the  movement  of  trains  over  the  tracks,  tin 
drive  for  efficiency  inaugurated  by  the  Railroads'  War  Board  had 
its  result  in  greater  carloads  joined  together  in  heavier  trains, 
traveling  longer  distances  each  day  than  formerly.  Combining 
these  different  factors  into  one,  each  freight  locomotive  during  the 
seiven-month  period  of  1917  hauled  a  greater  amount  of  traffic, 
measured  in  terms  of  ton-miles,  by  11.1  per  cent,  than  during  the 
corresponding  period  of  1916,  while  similarly  each  freight  car  carried 
a  greater  traffic  by  9.9  per  cent.  Available  statistics  on  passenger 
traffic  efficiency  are  far  less  definite  and  complete  than  those  for  thr 
freight  traffic,  but  with  the  same  equipment  limitations  as  in  tin 
case  of  freight,  on  the  one  hand,  and  similar  increases  in  passenger 
traffic  on  the  other  hand,  the  use  of  each  locomotive  and  car  in 
the  passenger  service  must  also  have  increased  greatly. 

The  comparisons  of  the  preceding  paragraph  are  all  of  1917 
with  1916,  and  portray  considerable  gains  in  efficiency  in  1917.  WV 
have  already  seen  that  the  year  1916  showed  great  traffic  increase^ 
as  compared  with  1915,  and  with  but  shght  additions  to  equipment 
and  other  facilities.  It  seems  safe  to  assume,  therefore,  that  operat- 
ing efficiency  in  1916  was  at  a  higher  level  than  in  1915,  and  this  in 
spite  of  the  fact  that  1915  was  a  year  of  business  depression,  when 
railway  facilities  were  not  being  utilized  to  the  fullest.  If  the  effi 
dency  of  1916  was  greater  than  that  of  1915,  while  the  efficiency 
of  1917  was  considerably  greater  than  in  1916,  it  follows  that  th< 
two-year  gain  in  efficiency  was  more  than  considerable. 

The  foregoing  review  of  growth  of  traffic,  of  equipment,  and  of 
facilities  to  1917  brings  us  to  the  prospects  and  needs  of  the  period 
of  government  control.  At  the  outset  we  are  confronted  with  th( 
annoying  fact  that  difficult  as  it  may  be  to  picture  the  immediat* 
past  and  grasp  the  present,  it  is  almost  impossible  to  outline  the 
future,  even  in  the  most  sketchy  fashion.  What  will  be  the  period 
of  the  war,  how  will  its  needs  and  demands  shape  themselves,  what 

alignments  of  men  and  materials  will  be  necessary  before  th( 
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>n  of  paftoe  is  MundadT  These  and  mmuy  dmibr 
.  iiiswer  before  the  attempt  be  made  to  prophe^r  the  fotuio 
f  the  railways.  Yet  some  idea  of  the  railway  future  is 
t  our  transportAtioD  facilities  are  to  be  kept  up  to  their  mark  and 
io  their  share  toward  the  proseeutaoo  of  the  war  aod  toward  the 
:it«r  general  reoooatruction. 

Equipmbnt  Pboblbms  Df  1017 

Before  tuniing  to  the  future,  it  may  not  be  unfruitful  to 
for  :i  'at  the  equipment  problems  nriiifi—iim,  the 

rilu        ...  iul7.    The  annual  output  ofloeomoliTes  for 
I  Kit  l)een  below  2,000  for  many  years,  and  has 
*  rill  some  jrears.     In  1016  it  was  slightly  over  4,000.    Anjrthing 
t  of  2,600  would  appear  insufficient  to  take  care  of  rsplaeo- 
t  aiid  renewal  needs.    It  is  clear,  of  oourae,  that  a  eeiiaiii 
lilt  of  t^onstruction  each  jrear  serves  merely  to  fill  up  such 
;  li^  in  equipment  in  service  as  are  due  Co  loss  by  fire  or  wrsek,  coo- 
ignment  to  the  scrap  heap  beeauM  no  longer  fit  for  senriea,  aod 
>bsolesoence.    Replaoemeots  and  renewals  ars  f or  the  most  part 
barged  to  operating  expenses.    Over  and  above  replaosmeot  da- 
iiaiuls  are  the  demands  for  entirely  new  equipment  to  flaset  the 
needs  of  increasing  traffic;  and  the  cost  of  such  equipment  is  a  capi- 
tal charge.     In  1017  the  number  of  locomotives  built  for  domestic 
use  was  only  2.600,  or  leas  than  half  the  total  output  for  the  year, 
'  allotted  to  the  French  and  ^^^'iffifr^  govemmenta 

lean  army  in  France.    Thess  2,600  engines  for  do- 

itardly  more  than  met  the  normal  replaoensot  needs  of 

With  freight  and  pssssngsr  traffic  in  1017  much  higher 

.16  and  1015  leveto,  and  with  locomotive  eonotruotion 

)i:ifiiy  sufficient  to  meet  replacement  needs,  it  is  dear  that  what 

-<  in  service  in  1017  must  have  been  driven  at  top 

sh  the  necemary  results. 

1 :  •  t  h  regard  to  freight  and  psssengsr  ean  waa  not 

-orious  enough.    The  normal 

..     ..  jbably  in  the  neighborhood  of  100,000 

a  year.     I  n  1 0 1 6,  construction  for  doroeatifi  use  amounted  to  1 35,000 

while  in  1917  it  dropped  slightly  below  120,000.    That  is,  the 

c:{tic  supply  of  freight  cars  in  1016  and  1017  added  about  56,000 

care  above  repiaesnumt  needs  to  equipment  already  in  ssrvice,  or 
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•omeihing  over  2  per  cent.  Passenger  car  construction  for  domestic 
needs  avwages  normally  not  less  than  2,500  cars.  In  1910  it  was 
1,800  and  in  1917  about  2,000,  or  below  normal.  Production  of 
toight  care  for  foreign  order  in  1917  was  about  32,000,  while  pas- 
B&tkgu  car  construction  for  foreign  use  was  negligible. 

The  statistics  of  the  foregoing  paragraph  may  be  summarized 
in  the  statement  that  with  a  freight  and  passenger  traffic  running; 
much  greater  than  in  1915,  the  supply  of  new  freight  cars  for  do- 
mestic use  was  only  slightly  greater  than  sufficient  for  replacemen 
needs,  certainly  hardly  equal  to  providing  for  the  abnormal  traffic 
requirements  of  1917,  while  the  supply  of  new  locomotives  and  pa.s 
eenger  care  was  not  only  below  normal  in  1917,  but  was  probably 
insufficient  to  meet  normal  requirements  for  replacement. 

With  this  review  of  1917  conditions  in  mind,  and  having  before 
us  also  the  growth  of  traffic  and  of  equipment  and  other  facilitic 
from  1915  to  1917,  we  may  now  turn  to  the  prospects  for  the  perifx 
of  government  control.     Such  a  survey  of  future  prospects  mu^ 
rest  partly  on  traffic  possibilities  and  partly  on  the  possibility  of 
keeping  up  the  supply  of  new  equipment,  rails,  bridges,  ballast,  tir 
and  countless  other  materials  that  are  included  under  the  head  o. 
facilities. 

Traitic  Possibilities  during  Period  of  Government  Control 

First,  as  to  traffic  possibilities.     In  the  matter  of  passenger 
service,  it  may  be  assumed  that  under  government  control  of  trans- 
portation facilities  and  operation  the  needs  of  passenger  travel  will 
be  very  largely  subordinated  to  the  movement  of  absolutely  neces- 
sary war  materials  and  other  necessary  freight,  food  and  fuel.     In 
Great  Britain  every  effort  has  been  made  since  the  outbreak  of 
war  to  reduce  passenger  travel  upon  the  railways.     To  effect  r( 
ductions  low  rates  have  been  cancelled,  si>ecial  service  has  been  cu 
down  or  abolished,  free  baggage  and  other  privileges  have  bee; 
largely  withdrawn,  and  every  effort  made  to  induce  the  general  pul' 
lie  to  refrain  from  unnecessary  travel.     When  these  various  deviccji 
did  not  produce  the  fullest  results  desired,  the  Railway  Executive 
Committee  in  1917  took  the  radical  step  of  increasing  passenger 
fares  60  per  cent  by  a  stroke  of  the  pen,  the  avowed  object  of  tho 
more  being  to  decrease  travel  rather  than  to  increase  revenue.^ 
Still  other  restrictions  are  in  prospect.    Whatever  steps  may  be 
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iken  in  the  llmt«d  8Ut«t  to  stem  the  tide  ol 

.  .1 ,.  .....  it  ^  ^Q  ^  predict  that  ■eriout  and 

to  k(v*p  it  down  to  a  reaaooable  level,  if  pwitile,  and 
7  ho  traveling  public  for  such  fadlitiai  aa  new 

'*   ' 'nienoea,  and  for  paaMOcv equip- 

!iient  such  aa  PuOmatt,  drawinc* 
.at ion,  restaurani  cars,  and  the  like)  will  not  be  met  until  the 
t  service  haa  been  taken  caro  of,  and  that  roeaoi  not  at  all  dar> 
10  progren  of  the  war.  The  history  of  the  prioeipal  warring 
lis  haa  given  us  a  striking  picture  of  official  effoK  to  keep  down 
!iger  travel,  and  we  may  reasonably  aaetune  that  the  United 
^  will  soon  be  a  figure  in  the  same  picture.  In  fact,  efforta 
i(iy  been  made,  both  under  private  manafsmant  and  fov- 

*'-'    *^  TTiake  travel  less  attractive  by  providing  less 

:\\  services  and  oonveiueiiees  per  train.    Fm- 
Ije  kept  stationary,  or  may  even  be  reduced  if  that 

;  ii»  i:i>   JM  . . 

Tho  I  of  freight  transportation  is  wholly  different.    If 

I  significant  factor  in  winning  the  war,  her 

.MWiiuMi    %-.<  Ml  i.iUHt  be  tuned  up  to  highest  pitch,  both  to 

the  noriiuil  and  leptimate  demands  of  our  economic  activities, 

t  I  munitions  and  supplies  to  our  troops  across  the  seaa, 

1  - L  our  allies  with  the  essential  food  and  other  supplies  that 

up  their  hands  in  the  final  stages  of  the  conflict.    Freight 

will  probably  continue  at  its  maximum,  then,  during  the  re- 

icr  of  the  war  period.    The  maximum  to  date  was  the  freight 

i  of  1017,  which  was  in  the  neighborhood  of  450  billioo  too- 

In  fact,  the  war  demands  for  transportation  in  1918  and 

.  years  may  go  above  this  maximum  of  450  billion  ton-mileB. 

!  riio,  the  traffic  will  be  different  in  many  respects,  wiU  be  in  differeot 

(1  ,  and  will  l)e  made  up  of  different  articles  and  in  different 

!  I  ^  <  i  v.Miis  from  that  of  normal  times,  but  that  the  speeding  up  of 

ir  war  machine  will  lay  demands  on  our  transporteltoo  ^yatom  far 

o  any  yet  made  seems  almost  beyond  question.     Let  us  SMiline 

t  liio  bc^nning,  therefore,  that  traffic  demands  during  the  period 

f  government  control  will  be  more  likely  to  inerease  than  to 

iecrease. 
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GOTBRNMBNT   UtILIIATION    OF    EQUIPMENT    AND    FACILITIES 

How  will  these  demands  be  met?  By  utilizing  the  existing 
railway  plant  to  fuller  capacity  than  ever  before,  or  by  incrcjising 
the  plant?  Probably  both  methods  will  be  called  into  play.  In 
the  first  place,  government  unification  should  lead  to  many  improve- 
ments in  the  utilization  and  coordination  of  railway  facilities.  The 
President's  address  to  Congress  on  January  4,  1918,  stated  this 
clearly  in  the  following  words: 

It  had  beoome  unmistakably  plain  that  only  under  government  administra* 
tion  can  the  entire  equipment  of  the  several  systems  of  transportation  be  fully 
and  unreservedly  thrown  into  a  common  service  without  injurious  discrimination 
agaioft  particular  properties.  Only  under  government  administration  can  an 
abaolutdy  unrestricted  and  unembarrassed  common  use  be  made  of  all  tracks, 
terminals,  terminal  facilities  and  equipment  of  every  kind.  Only  under  that 
authority  can  new  terminals  be  constructed  and  developed  without  regard  to  the 
rcquiremente  or  limitations  of  particular  roads.  But  under  government  adminis- 
tration all  these  things  will  be  possible, — not  instantly,  but  as  fast  as  practir; 
difiicultiesi  which  cannot  be  merely  conjured  away,  give  way  before  the  new 
manacement. 

The  routing  privileges  heretofore  held  by  the  shipper,  und< 
the  provisions  of  the  Interstate  Commerce  Act,  can  be  withdrawn 
by  the  Director  General  of  Railroads  if  he  deems  desirable,  and  ft 
hampering  element  in  freight  transportation  be  removed  thereb} 
As  a  matter  of  fact,  the  congested  situation  in  the  east  has  already 
compelled  the  waiving  of  this  privilege  in  many  instances.     At  first 
sight  it  may  not  appear  clear  why  the  routing  privilege  hampered 
traffic,  but  second  thought  will  bring  into  relief  the  fact  that  coi 
gestion  could  not  be  relieved  at  terminal  or  junction  points,  or  ;i 
gateways  into  the  east  from  west  and  south,  so  long  as  shippers  wei 
directing  that  certain  freight  shipments  should  move  into  or  througij 
those  very  terminals,  junctions,  or  gateways.     It  actually  happened 
during  the  sununer  of  1917  that  the  Raikoads'  War  Board  pleaded 
with  large  shippers  of  certain  food  supplies  to  relieve  congestion  .r 
the  Pittsburgh  gateway  by  diverting  their  traffic  through  the  south 
east.    The  War  Board  could  not  accomplish  this  because  the  law 
tied  their  hands;  the  food  administration  took  up  the  matter  an- 
the  diversion  was  accomplished.     Under  government  control  freiglr 
can  be  routed  with  little  reference  to  the  preferences  of  the  shipper 
the  chief  consideration  wjU  be  to  move  freight,  and  to  move  it 
quickly. 
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Again,  govenuiiMit  eoniiol  ean  unify  the  mpiily  mad  difUibu- 
.am  of  motive  power  and  equipment,  niakinic  of  it  viiiualljr  a  m^ 
tional  pool.  The  Railroade'  War  Board  in  1917  pooled  leveral  kiadi 
of  i-ar  equipment  by  meeting  dmnawda  for  eais  from  wbat> 

e\v -^e  happened  to  be  available.    Motive  poner  wae  alw 

pooled  to  a  limited  degree  in  Deoember.  Congeitioti  in  the  l*itto> 
hv,  rict  grew  eo  ecrioua  that  100  western  freight 

u.      aiandeered  by  the  War  Boanl  and  placed  in 

•  while  to  relieve  the  ooal  situation  in  the  Weet  Yininig  dirtiiiil 
2t>  locomotives  were  drawn  from  southeastern  roads  and  turned  over 
*'»  two  roads  operating  in  that  district.    These  efforte,  enellently 

^iOgned  as  they  were,  could  be  but  partial  solutions  of  the  problem 
of  congestion.  The  government  can  organise  an  extensive  pool  of 
tnotive  power  and  of  freight  equipment  without  delay,  friction,  or 

ly  of  the  hampering  restrictioiiB  that  may  accompany  deals  be- 
tween separate  roads.  In  fact  a  step  in  this  direction  wm  taken 
>«y  Director  General  McAdoo  in  January,  when  he  directed  Ameri- 

m  locomotive  builders  to  deliver  to  specific  eastern  lines  all  feeo- 
motivcs  completed  during  the  months  of  January,  February 
Mnr.))  fi  .r  railway  order,  regardless  of  the  roads  for  which  they 

>truction.    It  was  estimated  that  tliis  would  release  700 
lo  hnoet  immediate  service  in  the  east  during  the 

tl  !  onlv  H  part  of  which  had  actually  been  ordered 

b} 

iurlher,  the  lUilrouds'  War  Board  pooled  certain  forms  of 
fn^ight  traffic,  notably  the  lake  coal  pool  of  June,  the  tide-water  ooal 

>ol  of  July,  and  also  iron  ore  pools  at  the  lake  ports.  By  agree- 
ij)'  s  of  coal  and  iron  ore  patriotically  waived  their  indi- 

\i'j. .....les  for  the  time  being  and  dehvered  their  products  at  a 

eommon  point  or  points,  to  be  drawn  against  for  whatever  purpoae 
seemed  most  needful.  Shippers  of  other  goods  also  threw  their 
goods  into  what  were  virtually  common  poote  of  their  kind  of  piod- 
Qct.  But  while  the  War  Board  met  with  eonwderahle  maaosm  in 
the  pooling  of  traffic,  they  were  prohibited  by  law  from  pooling 
freight  revenues,  and  this  prohibition  was  a  bar  to  the  fullest  ane- 

"m  of  their  e£forts.    Roads  that  lost  traffic  in  1917  through  pooling 

oi  *  revenue  as  well,  and  while  kMsea  were  inoturod  wilh- 

(»  .     y  many  roads,  the  inequity  of  the  itonlion  spelled 

I   any  widespread  extension  of  pooling  measures.    The 
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Direeior  General  is  hampered  by  no  anti-pooling  or  anti-trust  laws, 
and  the  guarantee  to  each  road  of  its  nornml  net  income  makes  it, 
for  the  time  being,  a  matter  of  little  moment  how,  in  what  dire 
tions,  and  by  what  routes  traffic  is  collected,  forwarded,  pooled,  or 
otherwise  disposed  of. 

Thus  it  becomes  clear  why  the  government,  as  the  controller  of 
the  railway  system,  will  be  subject  to  none  of  the  hampering  restric- 
tions which  undoubtedly  had  their  share  in  bringing  about  the 
events  that  resulted  in  the  President's  proclamation. 

Not  only  can  cars  be  pooled  and  distributed  without  restric- 
tion, but  all  the  related  and  complex  questions  of  car  supply,  of 
demurrage  charges,  of  free  time  for  loading  and  unloading,  and  other 
perplexing  problems  underlying  car  service,  can  be  solved  at  one 
stroke  by  the  government.  Several  steps  have  already  been  taken  in 
that  direction,  as  in  the  rules  fixing  demurrage  rates  on  a  sliding 
scale  that  become  almost  prohibitive  after  a  week,  and  instituting 
definite  restrictions  as  to  free  time  for  loading  and  unloading.  The 
Director  General  may  conceivably  travel  farther  along  the  same 
line  before  the  period  of  government  control  is  terminated.  Here, 
too,  the  Railroads'  War  Board  through  its  important  sub-committee, 
the  Commission  on  Car  Service,  had  attempted  a  solution  of  the 
problem  with  definite  results.  Freight  congestion  is  largely  a  mat- 
ter of  inadequate  car  supply  and  uneven  car  distribution  as  be- 
tween localities.  The  War  Board's  reports  of  total  car  shortage 
throughout  the  United  States  in  1917  throw  light  on  the  results 
attained  by  the  Board  through  the  Car  Service  Commission.  From 
May  1  the  total  car  shortage,  that  is,  cars  for  which  there  was  tl 
mand  but  no  immediately  available  supply,  fell  rapidly  to  Septem- 
ber 1,  then  reacted  quickly  to  a  high  level  on  November  1.  This 
reaction  was  partly  seasonal,  but  probably  represented  also  in  pn 
the  rising  tide  of  traffic  offered. 

The  Railroads'  War  Board  met  also  with  considerable  co- 
operation from  shippers  in  their  campaign  to  increase  car  loading. 
Rules  governing  minimum  weights  were  modified  by  the  roads,  and 
many  shippers  agreed  to  sink  the  identity  of  their  goods  and  com- 
bine  similar  products  from  different  factories  in  conmion  carloads. 
The  result  of  this  campaign  is  reflected  in  the  increased  carload 
of  1917  already  referred  to,  amounting  to  nearly  10  per 
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Afl  to  nuUdng  the  praMot  supply  of  mothr*  poww  aod  roOiBi 
ttock  available,  then,  the  government  will  have  virtually  a  free  baad. 
I'he  ouly  hampering  factor  may  be  found  in  the  faet  that  during  1917 
(le  preasure  of  traflk,  the  ihortage  of  labor»  and  the  Idgb  eoat  of 
iiiateriala  kept  some  roads  from  maintaining  their  equipneol  al  the 
highest  level  of  repair.    This  applies  more  specifically  to 
Kiwer  than  to  cars,  and  also  in  some  degree  to  track 
liio  question  of  the  adequacy  of  maintenance  work  is 
Lilt  of  soHition.    That  the  maintenanee  level  in  1917  was  DOi 
uflicient  to  the  heavy  traffic  of  that  year  may  be  admitted,  bat  the 
(issons  are  a  matter  of  some  discaasion.    Tlie  cost  of  transporta- 
ion  increased  28.9  per  cent  during  the  first  eleven  months  of  1917, 
while  maintenance  costs  increased  only  11.1  per  cent,  maintenanee 
t  f  1  luipment  increasing  14.9  per  cent  and  maintenance  of  way  6.6 
|H  r  rent.    This  comparison  is  only  suggssCive,  inasmuch  as  labor 
iuu\  materials  enter  into  transportation  and  into  maintenance  in 
iiffurent  proportions,  yet  it  has  a  certain  significance.    It  seems 
essonable  to  consider  the  scarcity  of   labor,  the  high  cost  of 
iiaterials,  and  the  terrific  pressure  of  war  traffic  which  forced  equip- 
ment to  remain  in  service  when  it  might  ordinarily  have  been 
hopped,  as  the  predominant  causes  for  the  relatively  low  main- 
cnance  of  1917.    Railway  shop  labor  was  unusually  mobile,  owing 
•)  the  competition  of  higher  wages  in  munitions  and  other  factories, 
v[id  Howed  into  other  industries  with  appalKng  ease,  some  raflway 
'  l>s  turning  over  their  forces  two  or  three  times  during  the  year. 
1  iii^  shortage  of  shop  labor  had  an  especially  disastrous  effect  on 
the  nuiintenance  of  equipment. 

This  disposes  of  the  problem  of  inadequate  utilisation  of  equip* 

'"''t  and  brings  us  to  the  more  difficult  problem  of  the  suppfy  of 

>inent  and  other  facilities,  and  necessary  additions  tberato. 

This  problem  introduces  factors  so  complex  and  so  vast  that  we  can 

hardly  attempt  more  than  a  brief  enumeration  of  the  factors  and  a 

tatement  of  their  general  relationahip  to  the  qusslion  as  a  whole. 

N'sBDBD  Equipment  and  FAciunBS  UNnnn  QovBunoNT  Contbol 

To  begin  with,  it  must  be  dear  that  a  living  organism  most 
either  grow  or  degenerate.  The  transportation  vyslem  is  a  part  of 
the  economic  body  of  a  people ;  it  furnishes  the  economic  arteries  and 
pumps  goods  throui^  those  arteries.    It  most  live  and  grow,  or  the 
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people'8  progresa  is  doomed.  We  have  seen  that  the  pa.st  t  wo  and  a 
half  years  have  added  little  to  the  facilities  of  the  roads,  compared 
with  the  great  increase  in  traffic.  We  have  also  seen  that  traffic 
will  continue  at  a  high  level,  perhaps  higher  than  in  1917,  and  that 
the  general  condition  of  railway  equipment  and  facilities  at  the  ix - 
ginning  of  1918  is  on  some  roads  below  par.  Theee  various  realiza 
lions  lead  necessarily  to  the  conclusion  that  new  facilities  and  new 
equipment  must  be  added  under  government  control  and  in  vou- 
siderable  amounts,  if  the  railways  are  to  perform  their  full  share  ii 
the  war. 

In  the  earlier  analysis  of  maintenance  and  additions,  we  s&w 
that  the  former  is  chargeable  to  operating  expense^,  while  the  latt( 
is  a  capital  item  that  may  be  charged  to  surplus  or  provided  for  by 
means  of  new  securities.     As  to  railway  maintenance  work  during 
the  period  of  government  control,  that  should  proceed  on  a  full\ 
adequate  level.     This  evident  fact  is  recognized  in  the  legislnti 
now  before  Congress  (which  may  become  law  before  this  is  in  pi . 
which  specifically  provides  for  adequate  maintenance  and  deprecia- 
tion charges.*     These  should  take  care  of  war  time  requirements  foi 
repairs  to  equipment  and  facilities,  for  replacements,  and  for  ordi 
nary  renewals.     As  expenditures  of  this  nature  are  chargeable  t< 
operating  expense,  they  will  be  guaranteed  by  the  federal  goverii 
ment  during  the  period  of  control.     Under  these  conditions,  thei. 
should  be  no  reason  why  the  railways  cannot  keep  up  their  plant  to 
a  fair  degree  of  efficiency,  barring  only  the  war  time  exigencies  of 
the  supply  of  labor  and  of  materials. 

Railways  never  stop  improvement  work.  Even  under  the 
uncertain  financial  and  operating  conditions  of  the  last  six  months 
of  1917,  the  roads  invested  about  $200,000,000  in  their  properties, 
in  large  measure  for  the  purpose  of  bringing  their  plant  nearer  the 
point  of  most  efficient  service.  We  may  assume  that  during  the 
period  of  government  control  the  railways  will  so  far  as  possible 
continue  their  custom  of  putting  a  portion  of  net  earnings  back  int  • 

*  The  UngiMgn  of  the  propoeed  Senate  bill  is  as  follows:  "The  President  is 
further  autboriied  to  make  in  such  agreement  all  reasonable  provisions  for  tli" 
mtiuimmaot,  npaii,  and  ranewab  of  the  property  for  the  depreciation  thereof  an 
for  the  flwatioD  of  neotmuy  rewrve  funda  in  connection  therewith,  to  the  enu 
that  at  the  tormination  of  federal  control  the  property  shall  be  returned  to  each 
eerrier  in  subetanUaUy  as  good  repair  and  in  suh^tantially  as  complete  equii)- 
Bieot  ea  at  the  beginniDg  of  federal  control." 
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their  plant,  and  will  invflst  part  of  the  net  opemlinf  ineooie  (Ibe 

h(wnll('<i  "standArcl  return"  of  the  law)  tnanmtced  thim  by  the 

govornniont.  in  their  propertiee  in  the  shape  of  addMoot  to  faoDitiai 

and  (Mjtiipiitt  lit      The  standard  return  as  ptorided  in  the  proposed 

hill  amounts  to  something  orer  $000,000,000  a  3rear.    Tbeie  ebould 

\>e  added  to  this  an  amount  of  from  950,000,000  to  $100,000,000  of 

lot  income  from  other  sources.    Out  of  the  sum  of  the  standard 

turn  an<l  this  net  income  the  roads  must  take  eave  of  war  taies» 

lU  n>Mt  and  other  fixed  eharges,  and  must  meet  dividend  reqoii^- 

i.ente.     A  large  part  of  what  balaooe  is  left  will  undoubtedly  be 

'  tieir  plant,  in  the  form  of  additions  and 

weaker  roads  will  have  no  balance  for  im| 

0  that  im|irovements  out  of  the  standard  returns  will  necessarily 

'      \|)ended  by  the  more  prosperous  roads  out  of 

•  their  own  properties.    Even  for  strong  roads, 

the  money  available  for  additions  and  betterments  out  of  the  stand- 

'  otum  will  almost  certainly  be  insufficient  for  necessary 

10  plant  during  the  period  of  control,  and  this  will  be  the 

1  fortiori f  with  the  roads  that  have  no  balance.  In  other  words,  the 
\N«':ikcr  roads  certainly,  and  the  stronger  roads  probably,  will  be 
f<  r  (<>(!  to  secure  new  capital  for  needed  additions  to  their  plants. 

While  there  is  no  absolute  distinction  between  improvement 

vork  financed  by  sale  of  securities  and  that  paid  for  from  net  eam- 

!ig8,  yet  improvements  charged  to  earnings  are  ustially  of  the  kind 

r.  presented  by  increasing  the  weight  of  rafl,  the  siic  of  cars,  the 

^t  and  tractive  power  of  locomotives,  and  adding  more  ballast, 
ties,  and  the  like — in  short,  an  aggregate  of  many  smaD  im- 
rovemcnts;   while  improvements  financed  by  security  issues  are 
i^mally  large-scale  additions  to  the  plant,  such  as  the 
•f  new  lines  or  branches,  the  purchase  at  one  time  of  a  hundred 
locomotives  or  a  thousand  new  cars,  or  the  construction  of  a 
pirtolv  new  terminal. 

1 1  1  he  foregoing  reasoning  is  correct  it  follows  that  oonsiderable 
>ow  capital  must  be  raised  during  the  period  of  government  eon- 
-  '   and  that  such  new  capital  must  be  expended  upon  the  many 

ional  facilities  that  the  demands  of  war  trafBe  and  general  war 
It  ions  will  call  for.  Briefly  sununariaed,  such  facilities  will 
pnse  principally  the  following: 
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Terminal  facilities.  These  are  needed  as  much  as  any 
other  kind  of  facility. 

Additional  trackB,  especially  in  terminal  yards  and  at 
concentration  points. 

Additional  lines  into  port  terminals  as  developed,  to  new 
shipbuilding  plants  demanded  by  war  needs,  and  to  training 
campe,  embarkation  stations,  quartermaster  depots,  and  the 
like.  Considerable  work  of  this  nature  was  carried  on  in  1917; 
it  will  be  needed  in  much  greater  degree  as  the  participation  of 
the  United  States  in  the  war  grows  greater. 

Improved  shopping  and  other  working  facilities  These 
are  needed  to  keep  equipment  in  order,  to  conserve  man-power, 
and  to  enable  more  work  to  be  produced  by  each  man. 

Increased  motive  power.  Even  with  the  locomotives  of 
the  American  railways  in  one  gigantic  pool,  and  with  the  diver- 
sion of  passenger  locomotives  into  freight  service,  the  demand 
will  probably  exceed  the  available  supply.  High-powered 
locomotives  capable  of  hauling  heavy  freight  trains  will  be 
especially  needed,  and  it  will  be  absolutely  essential  to  add 
engines  of  this  type  to  railway  equipment. 

There  must  also  be  a  considerable  addition  to  the  freight 
car  equipment.  The  roads  will  need  a  considerable  number  of 
coal  and  ore  cars,  also  other  freight  cars  of  many  kinds. 

What  will  be  the  aggregate  amount  and  total  cost  of  new  facili 
ties  and  equipment  needed  by  the  railways  during  each  year  of  go\  - 
ernment  control,  whether  paid  for  out  of  standard  return  or  from 
new  capital  issues?  Clearly  any  attempt  at  estimating  either  the 
physical  units  needed,  or  their  aggregate  cost,  will  be  but  an  approxi- 
mation. Yet  we  may  assume  that  capital  must  be  forthcoming 
during  each  year  of  government  control  for  3,000  new  miles  of  track 
of  all  kinds — say  500  miles  of  main  line,  and  2,500  miles  of  additional 
tracks,  yard  tracks  and  sidings — and  that  the  demand  for  new  equip- 
ment over  and  above  renewal  needs  will  amount  to  2,000  loco- 
motives and  50,000  freight  cars.  The  cost  of  these  facilities,  and 
of  other  facilities  that  may  be  required,  may  be  estimated  roughly 
as  follows: 

600  milw  of  line  ^$35,000 .  $17,500,000 

2,600  milei  of  other  track  @  $25,000  62,600,000 

2fiO0  k>oomotivef  ^  $76,000  .  150,000,000 

60,000  fieicbt  can  ^  $2,600 125,000,000 

Other  fmcflitaei,  not  ksi  than 200,000,000 


Total $556,000,000 
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These  rough  eiUiiuilei  are  *U  ooMervAthreljr  mftde,  willi  dm 
refpuxi  to  current  prioee  and  prermiling  labor  eooditioiis  and  wifaa. 
For  example,  in  arriving  at  $25,000  ai  the  awafs  coal  ol  layii«  a 
mile  of  track,  no  account  was  taken  of  the  original  eoat  of  Iha  bod, 
but  merely  of  the  ooet  of  raila,  ties,  balUst,  and  traek  ^r^-rtf*gy, 
the  coet  of  grading  and  filling,  and  a  very  moderate  «liniaU  ol  tha 
labor  ooet  of  laying  the  rail,  an  follomi: 


lUil  (100  Ibt.  per  yd.)  157  toM  d  $40 

lkflMt(3fl.d6n>.7ri.wkit)a,740ett.sr<k.d$l aj40 

Tin,  3,000  ^$li» tpm 

Tnek  futwinaii  (frop^  twildi  faatoninci,  tit  plata*.  bolti^  vie.) 2JM 

OradiBg,  niag,  tiD. e.ooi 

permile 6^980 


ToUl. 

Miles  of  line  liave  been  estimated  at  $36,000  per  mile,  to  allow 
r  coAt  of  land  and  for  buildinga  that  may  need  to  be  ereetad. 
i  118  is  a  very  low  average. 

In  brief,  the  beet  attempt  at  a  gueas — for  it  is  nothing  more  at 
resent— leads  to  the  opinion  that  the  railways  of  the  United  States, 
:iilc  under. the  control  of  the  federal  government,  will  not  only  be 
ui  necessity  of  adequately  maintaining  their  equipmeot  and 

on.  .  ...  iiities,  including  all  repairs,  renewals,  and  repUcementa, 
with  proper  depreciation  charges,  but  will  also  put  into  their  plant 
eaeh  year  an  amount  certainly  not  less  than  $500,000,000— probiA>ly 
more— that  will  represent  additions  and  improvementa  to  plant. 
ICamtenance  charges  will  be  cleared  through  the  operating  expenae 
accounts.  The  ooet  of  additions  and  bettermenta  must  be  borne  in 
laige  part  by  the  issuance  of  new  seourttieB.  How  these  aeeuritiea 
iball  be  financed  Lb  no  concern  of  the  present  inquiry;  what  does  con- 
eem  us  is  that  for  capital  account  the  raOwaya  mat  eipeiid  not 
less  than  half  a  billion  a  3rear  on  their  propeiiies  during  the  period 
of  government  control.  This  amount  is  if  anything  moderate  and 
conservative;  only  a  small  part  of  it  can  come  out  of  the  eUndard 
return,  while  a  considerable  part  must  be  financed  in  the  open 
arket.  It  would  seem  to  follow  as  a  logical  ooDehaion  that  the 
greater  the  standard  return  allowed  to  the  railwaya,  the  apiaUer  the 
amount  for  which  special  financing  arrangementa  mivt  be  made  by 
>e  Director  Qeoeral  of  Railroada.    The  railways  may  safely  be 
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eipeotod  to  invest  the  largest  possible  proportion  of  their  standard 
rakun  in  their  properties,  while  the  Director  General  will  certainly 
keep  the  aggregate  of  railroad  financing  at  a  minimum  consistent 
with  eflldent  operation.  Whatever  the  results  of  these  various 
efforts,  it  seems  reasonable  to  conclude  that  the  aggregate  amount 
of  capital  needed  each  year  will  more  likely  be  above  $500,000,000 
than  below  that  figure,  and  furthermore,  that  a  largo  proportion 
of  this  annual  amount  will  call  for  the  issue  of  new  securities. 

Nora.— finoe  this  article  went  to  presB,  the  Director  General  of  Railrooda  has 
mmmd  blank  fonns  to  all  railways,  requesting  that  they  be  filled  out  with  statis- 
tioi  AS  to  the  needs  of  the  roads  for  new  equipment,  for  additionn  and  betterments, 
And  for  new  ezteosions  of  road  or  branches.  The  returns  made  on  these  forma, 
when  compiled,  will  throw  a  flood  of  hght  ou  the  problem  which  I  liave 
sttempCed  to  picture  in  its  broad  outlines. — J.  H.  P. 


1 


\  DJUSTMENT  OF  LABOH'8  DEMANDS  DURING  FEDERAL 
CONTROL  OF  RAILROAD  OPERATION 

Uy  Glenn  E.  Plumb 

Legal  Status  or  Railroad  Pbopkstibs 

»Mte  are  publio  lufchways,  so  deelared  by  the  vihoun  sUto 
..nui.ii.oitt,  and  BO  held  by  the  Supreme  Court  from  the  befui- 
iig  of  railroad  history.    They  are  in  the  nalure  of  thinci  imblie 
highways  to  be  used  in  a  particular  manner,  but  hicbwajt  deffoled 
exclusively  to  public  use,  and  over  which  the  publio  haYO  an  ind^ 
feasible  ri^ht  of  transportation.     Under  the  terms  and  oondiUooi 
prescribed  by  law  the  operation  of  railroads  as  public  highwajra  is 
purely  a  function  of  government,  the  eierciae  of  which  has  beeo 
delegated  by  the  various  states  to  the  oorporations  whieh  th^  have 
ereatcil  for  that  particular  exclusive  purpose.    All  of  the  ptoperiy 
which    railroad    cor|)orations    have   been    permitted    to   aoqvtre 
under  the  terms  of  their  charters  is  held  subject  to  the  peipetual 
light  of  |)a88aKe  retained  by  the  public.     Public  highways  are  mat- 
%tT^  .......ly  of  public  concern,  in  which  no  private  property  interest 

en  xct^pt  such  interests  as  have  been  conferred  by  legirietiTe 

ei>  The  extent  of  these  private  iaterasta  must  be  dolor- 

*Mu.v..  .ioia  the  terms  of  the  grants  under  whieh  they  have  their 
\istence.  All  interests  in  public  highways,  which  are  not  inoludod 
within  the  grant  which  the  legislature  has  made,  remain  in  the  pub- 
lie.  All  of  the  functions  which  raihroad  oorporatiope  eieran  under 
their  charters  are  delegated  governmental  funotioM. 

There  are  naturally  three  separate  and  dialiMt  intertaU  in 
railroad  properties:  the  interests  of  labor,  the  intoresti  ai  capital, 
and  the  interests  which  the  pubhc  have  retained  in  this  proper^ 
whieh  has  been  acquired  solely  for  public  uee.  Labor'a  inter eito 
^re  inherent,  not  based  on  g^t  or  legislative  enaotmont,  aavo  for 
koee  rights  which  are  protected  by  remedial  kgiilalioiL  Labor 
has  the  right  to  demand,  and  the  public  inter erti  require  that  it 
"Hall  obtain,  8ufficient  remuneration  to  attraet  man  of  the  required 
itelligence  to  offer  their  employment  in  the  aervioe,  and  to  provide 
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■ufficieni  iDducement  to  retain  these  men  in  the  public  service.     The 
iiiiareeto  of  capital  are  protected  by  contract  and  based  on  legisla- 
tive and  charter  grants.    Under  such  grants  capital  is  entitled  to 
reoeive  a  fair  return  for  its  use  in  the  public  service,  and  this  fair 
return  must  be  so  construed  as  to  aflord  sufficient  inducement  to 
attract  capital  to  the  public  service  and  to  retain  it  permanent] 
in  that  service.    The  public  interest  requires  that  the  tax  levied  in 
the  shape  of  tolls  and  charges  shall  produce  an  amount  sufficient  to 
satisfy  the  interest  of  labor  and  provide  the  agreed  returns  on  capi- 
tal, in  addition  to  protecting  the  integrity  of  the  investment  through 
proper  maintenance  and  renewal  charges.     The  public  interest  is 
entitled  to  protection  against  the  imposition  of  tolls  and  charges  i 
excess  of  the  rates  necessary  to  produce  an  income  which  shall  satisf 
the  requirements  of  labor  and  of  capital. 

Extent  or  Labor's  Interests  in  Railroad  Properties 

I  wish  to  outline,  briefly,  the  extent  of  labor's  interests  in  rail- 
road properties:  first,  as  to  the  number  of  citizens  directly  affected 
by  Booh  interests;  and  second ,  the  amount  and  importance  of  the 
fimmoial  interests  involved. 

There  are  approximately  1,700,000  men  employed  in  railroad 
operation  within  the  United  States.  Allowing  three  dependents  to 
each  worker,  6,800,000  are  directly  dependent  upon  railroad  opera- 
tion for  their  livelihood.  This  is  about  one-sixteenth  of  the  popul; 
tion  of  the  continental  United  States.  This  proportion  of  the  total 
population  is  therefore  more  directly  interested  in  the  solution  of 
railway  problems  than  the  rest  of  the  entire  citizenry  of  the 
country. 

The  public  paid  in  wages  and  salary  to  the  1,700,000  men  who 
operated  these  railways,  in  the  year  1916,  the  sum  of  $1,500,000,00< 
For  the  use  of  capital  in  the  same  year  there  was  paid,  in  dividends 
and  interest,  the  sum  of  $827,000,000.  The  owners  of  the  money 
which  was  devoted  to  railway  service  of  the  public  have  capitaliz( 
their  investment  at  $21,000,000,000.  If  the  return  paid  to  labor 
were  capitalized  oh  the  same  basis,  it  would  represent  a  labor  in- 
veatment  of  upwards  of  $37,000,000,000.  This  actual  labor  invest- 
ment is  nearly  double  the  amount  for  which  the  actual  money  in- 
vestment has  been  capitalized.  The  capitaUzation  of  the  money 
investment,  however,  does  not  actually  represent  the  number  of 
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dollars  employed  in  the  public  aenriee,  but  repraMOli  umnky  Um 
par  value  of  the  eeeuritiee  which  have  been  araed  acniMl  aa  artnal 
investment  of  dollars  which  is  very  mooh  lev  in  amoyni  Ihaa  thai 
which  the  face  or  par  value  of  the  seeurities  purports  to  rsprsiiDi. 
The  number  of  dollars  actually  employed  in  the  senriee  of  tiM 
public  in  railroad  operation,  and  entitled  by  reason  of  thai  asrviee 
to  receive  a  return  in  interest  or  dividends,  eorresponds,  in  prinetpio, 
to  ''  '  nien  employed  in  this  senriee,  and  entitled  to  r^ 

cc.  1  in  the  form  of  waies  or  saUries.    It  is  just  as 

much  a  fraud  against  the  public  to  pad  the  dollar  payroll  in  soeh  a 
manner  as  to  require  an  increased  OKercise  of  the  stale's  delecsAsd 
powir  of  taxation,  in  order  to  pay  a  return  on  sueh  a  padded  capital 
payroll,  as  it  would  be  to  pad  the  wage  payroll. 

In  the  present  situation  there  is  no  padding  of  payrolls  for  the 
n<l vantage  of  labor.    No  fictitious  names  appear  on  soeh  pajTroHs. 
>  amounts  are  paid  out  for  services  which  are  not  actually 
red    The  number  of  men  employed,  the  hours,  days,  or 
their  service,  are  definitely  asoertained.    The  amounts  whieh 
they  receive  for  the  sterioes  actually  rendered  are  known  with  great 
The  public  are  not  defrauded  by  the  payment  of  wages 
is  employes  who  render  no  service, 
it  is  not  80  with  capital.    We  do  not  know  the  number  of  dol- 
tually  invested  and  which  at  this  time  are  emplojred  in  the 
of  tho  public.    We  only  know  that  the  capital  payroll  pur- 
ports to  represent  $21,000,000,000,  which  are  alleged  to  be  serving 
I    .  1^  '^  admitted  that  $4,000,000,000  of  this  amount  is 
iliiation,  and  it  is  also  admitted  that  the  rsmaining 
$17,UUU,UU0,U00  of  securities  do  not  in  all  cases  represent  the  actual 
-  imber  of  dollars  devoted  to  the  pubUc  sendee, — as  in  the  Alton 
o.    Its  capitalisation  is  $121,000,000,  yet  Mr.  Harriman  ad- 
.  when  on  the  stand  before  the  Interstate  Commeree  Com- 
M,  that  $60,000,000  of  these  securities  outstanding  did  not 
nt  a  single  dollar  of  property  or  investment.    The  most  eon- 
ssrvative  defender  of  railroad  securities  will  not  attempt  to  defend 
*u^  ii._.        :.-!  ,^^Qjj^  j^j  j^  jg  severely  condemned  by  railroad 

f^,  but  it  is  so  condemned  only  beeause  the  faels 
in  the  ae  established.    The  record  is  known,  and 

•^^  '  -  -    *-pd  the  same  frauda,  to  the 

.  thin  taint  in  their 
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aod  many  raiiroads  equal,  or  exceed,  in  the  extent  of  the  frauds 
which  they  have  perpetrated,  the  known  facts  in  the  Alton  case. 

Labor  is  capital.  The  engineer  who  commands  and  is  paid  a 
wage  of  $1,200  per  year  performs  a  service  exactly  equivalent  in 
importance  to  the  public  as  does  the  investment  of  $20,00()  for  which 
the  public  pays  a  return  of  6  per  cent  per  year.  The  capital  invest- 
ment and  the  labor  investment  are  identical  in  worth  and  impor- 
tanee.  The  one  is  entitled  to  as  much  protection  as  the  other. 
Neither  is  entitled  to  any  advantage  or  privilege  denied  to  the  other, 
but  so  long  as  a  capital  investment  of  $20,000  is  permitted  to  mas- 
querade as  an  investment  of  twice  that  amount,  and  to  receive  for 
its  services  a  double  wage,  by  means  of  fictitious  bookkeeping,  ca))i- 
tal  does  receive  an  advantage  which  is  denied  to  labor,  and  thn'  ' 
vantage  must  represent  a  corresponding  loss  or  burden  which  < 
labor,  the  public,  or  both,  must  bear. 

Heretofore  when  labor  has  approached  capital  as  its  employur 
and  asked  for  a  betterment  of  working  conditions,  or  an  increase  in 
the  compensation  to  be  paid  for  its  services,  capital  has  alwa: 
replied: 

The  rates  which  we  may  charge  the  public  for  the  use  of  our  property  af- 
fixed by  law.  We  cannot  increase  our  returns  without  legislative  enactmcn 
The  net  returns  now  secured  under  existing  rates  are  not  sxifficient  to  give  us  a 
reaBQna)>le  return  upon  the  amount  for  which  we  have  capitalized  our  investment, 
therefore,  we  cannot  increaee  your  wages,  unless  you  can  procure  for  us  a  corro- 
sponding  increase  in  rates. 

These  rates,  and  any  increase  thereof,  must  be  borne  directly  by  tii 
public,  so  that  the  labor  organizations,  in  seeking  to  obtain  bctt' 
wage  conditions,  have  always  been  placed  in  direct  opposition  to  the 
public  interests.     It  has  always  been  made  to  appear  that  the 
laborer,  through  his  organization,  was  seeking  to  obtain  a  benef 
for  himself  at  the  expense  of  the  public. 

Whenever  capital  has  consented  to  increase  the  wages  of  lab* 
it  has  immediately  sought  to  secure  an  increase  in  rates,  upon  t)i 
ground  that  more  money  was  needed  to  meet  the  increased  operat- 
ing expenses,  and  that  as  the  net  returns  were  not  sufficient  to  i)ay 
reasonable  dividends  on  the  number  of  dollars  then  expressed  as 
being  in  the  public  service,  the  increased  cost  of  wages  must  be  mr^ 
by  an  increased  rate  of  charges. 

The  carriers  have  been  strenuously  contending  that  all  of  tl- 
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profits  which  they  ean  make  under  rates  fixed  by  Isw  tvs  the  es* 
cluHivc  prn()orty  of  thn  owners  of  the  money  invseled  in  the  enler- 
priM;  that  the  uinount  of  huch  net  profits  repiessBis  the  Tthie  oC 
their  properties;  and  that  they  ere  entitled  to  *»^ptt^ft  the  rwkm 
to  determined.  They  further  contend  thai  they  are  entitled  lo 
mttablish  such  rates  as  will  proleot  the  value  to  determined. 

If  this  be  true,  then  the  greater  their  net  reesipts,  the  unalM 
li.r  •  !'•  f)f  the  interest  which  they  elaim  in  such  properties.  Any 
vn  h  aocrues  to  them  by  reason  of  a  rate  increase  would  be 

a  !  riKht,  protected  by  the  Constittition,  and  could  not  be 

di  by  an  increase  in  wages  made  by  direetion  of  the  (oveni- 

ni'  iout  depriving  thorn  of  the  value  of  their  so-called  prop- 

erty right  The  evil  of  the  situation  lies  in  the  uncertainty  as  to  the 
extent  of  the  private  interest  which  belongs  to  the  owners  of  the  doi- 
lan^  invested  in  such  properties.  If  that  interest  were 
and  made  definite,  the  evils  of  the  old  system  of  railroad 
would  be  very  greatly  corrected.  There  must  be  a  determination  el 
the  actual  number  of  dollars  invested  in  such  properties.  We  most 
know  how  many  dollars  are  employed  in  the  public  service,  and  what 

— *  '^  return  they  are  entitled  to  receive.    When  these  faets 

;  ly  ascertainc<i,  then  we  can  limit  the  taxing  power  so  that 
no  more  than  the  necessary  amounts  of  money  shall  be  provided. 
If  more  is  provided  we  can  require  that  the  excess,  which  the  pubKe 
has  paid,  shall  be  devoted  to  the  public  use  in  such  manner  as  not  to 

rease  private  interests.    If  such  excess  be  expended  in  better- 
or  additions  to  property,  then  the  value  of  these  betterments 

^. .1  lions  is  a  part  of  the  value  of  the  public  interest.    It  is  not  to 

he  added  to  the  value  of  the  private  interest     If  it  be  just,  such 

•  ess  earnings  can  be  applied  to  increase  wages  without  increasing 

ttis  or  diminishing  rates  without  lessening  wsges. 

What  Are  tiub  Exact  Rights  or  CAprrAL  nf  Railroad 
Propertirb? 

The  railroad  labor  organisations  have  determined  that  in  the 

interest  of  labor  the  exact  rights  of  capital  in  railroad  properties 

<i8t  be  definitely  ascertained.    Theee  organisations  beUere  that 

IS  is  also  in  the  interest  of  the  public,  and  this  mnsi  be  done 

lether  the  railroads  are  to  be  operated  under 
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tool  or  are  to  be  retumed  to  private  operation,  subject  to  govern* 
DMOtal  regulation. 

The  government  has  now  reassumed  to  itself  its  proper  fun< 
Uon  of  operating  these  public  highways.     However,  it  is  obligated  1 « 
pay  to  the  corporations,  to  whom  the  government  had  delegated 
the  exercise  of  these  functions,  what  is  entitled  ''just  compensa- 
tion."   This  "just  compensation"  has  been  arbitrarily  assumed  1< 
be  an  annual  amount,  equivalent,  as  nearly  as  may  be,  to  the  averai 
annual  net  operating  revenues  for  the  years  1915,  1916  and  191 V 
No  attempt  has  been  made  to  ascertain  whether  or  not  this  so-call( 
"just  compensation"  is  sufficient  to  meet  the  legal  demand^  of  cai)> 
tal,  or  is  more  than  enough  to  pay  compensation  for  the  amount  of 
money  actually  devoted  to  the  public  service.     If  it  is  not  enough 
we  should  know  it.     If  it  is  more  than  enough  the  public  are  being 
unjustly  taxed,  and  if  the  public  are  being  unjustly  taxed  for  the 
benefit  of  cap'tal,  it  becomes  correspondingly  more  difficult  to  in- 
crease this  tax  to  meet  the  just  demands  of  labor.     The  necessil 
for  a  final  determination  of  the  amount  of  money  required  to  meet 
the  lawful  demands  of  capital  is  greater,  if  possible,  under  govern- 
ment control  than  it  would  be  under  private  operation. 

Labor  recognizes  that  an  existing  property  right  cannot  be 
taken  away  by  new  legislation,  without  making  just  compensation 
for  the  value  of  the  right.  All  existing  rights  must  be  determined 
under  existing  laws.  We  are  firmly  convinced  that  the  laws,  as  they 
are  now  written  in  the  constitutions  and  statutes  of  the  various 
states,  as  construed  by  their  supreme  courts,  and  the  Supreme  Court 
of  the  United  States,  do  afford  an  ample  and  sufficient  basis  for  the 
determination  of  such  rights.  These  laws  do  provide:  (1)  that 
railroads  are  public  highways;  (2)  that  the  operation  of  a  public 
highway  is  a  governmental  function;  (3)  that  railroad  corporations 
are  agencies  created  for  the  exercise  of  these  governmental  funo 
tions;  (4)  that  no  private  property  interest  can  exist  in  a  publ. 
highway,  except  that  which  is  based  upon  a  legislative  grant;  and 
(5)  that  corporations  cannot  acquire  or  assert  against  the  public 
any  property  interest,  right  or  privilege,  except  those  which  have 
been  granted  by  their  charters,  or  the  laws  under  which  the 
operate. 

If  these  premises  are  to  be  accepted,  it  necessarily  follows  that 
the  extent  of  the  property  interests  which  corporations  may  enjoy, 
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ll\  '       ■ 

quirt<  1  -thor  with  the  UmiUUoDs  impoied  by  the 

la\^  which  Ui«y  operate. 

RioHiti  or  Caphal  Mtbt  Uu  Ditbriiinkd  bt  Chabtbm  aitd  Laws 

The  limitetioiui  of  this  ertiele  predude  eaythiof  moce  tbea  an 

itlino  of  the  theory  above  stated.    The  privilece  of  iiiint  rail- 

i  i  r^ecuritlcfl  18  a  corporate  franchise.    The  limitatiooe  impoeed 

u;        '  ilege  are  expreaMd  in  the  grant,  or  the  laws  tmder 

u!  iiot  waa  made.    Corporations,  being  ereaturee  oC 

»  not  receive  their  franchiees  from  the  common  law,  but 

u  '  -iB  impoeed  many  limitatione  upon  the  powers  id 

c  tatione  which  the  experience  of  mankind^  undBr 

>  of  government,  has  found  necessary  in  order  to 

p:  unst  the  encroachment  of  granted  priv- 

il(  V  itions  so  impoeed  by  the  eonunoo  law  k 

the  princi]  roctly  authorised  to  do  so  by  its  charter, 

lUuii  iiKiy  II  stocks  or  bonds  of  a  par  valne  in  ei^ 

amount  of  III  luaily  paid  into  the  eorporalkm,  as  a 

:arauty  for  the  pcrfonnance  of  its  franchisee.    This  is  perhaps  best 

t^mpUfied  by  the  decision  of  the  Supreme  Court  of  Alabama  in 

tmnercial  Fire  /neuronee  Company  v.  Board,  99  Ala.,  1  at  page  4, 

here  the  Court  said: 


Oapftd  ftoek  k  the  sum  fixed  by  the  eorpoffste  ohftilv  as  the  SBBOoaft  p^d  ia, 

to  l)c  Daid  hi,  by  the  stoekboldan,  for  the  pwsemtfae  of  the  bariaM  cf  tht 

and  for  the  benefit  of  corporate  creditor*.    The  capital  itock  ii  to  be 

.....  .....vUiguiahed  from  the  amount  of  pcoperty  poMBMcd  by  the  eoqioia^ 

At  ooinmon  law  the  eaphal  stock  doei  not  rary,  hot  femaiH 

nzed,  although  the  actual  property  of  the  corpofatfam  may  fluctuate  widely  is 
vahae,  and  may  be  dhniaiihed  by  losMB,  or  increaeed  by  gaioe.  ....  WIms 
"  tpcak  of  capital  stock  of  a  oorporatkio  we  are  uadeiBiuud  to  rrfer  to  the  sm 
tjeerihed  in  if  otganieation.  When  we  ipeak  of  etoek  we  mean  the  iiailJueH 
MMued  oy  toe  ouruusatioa  to  the  ihsieooideBk  n^iflh  ewtiftoaleBu  mbs  tMss  topeoi^ 
wty.  fumid&theevkleDeeof  owMnUpof  theibarMofstoek.  Gbpksl  stock  k 
the  afgresate  of  money  or  other  valuable  thinse  contributed  or  paid  farto  the  com- 
oion  treecury,  as  conditkm  of  the  excrdae  of  corporate  fuDCtioos,  and  a 
far  their  faithful  and  pmdent  enreiee.  It  is  the  property  of  the 
Allied  with  a  trust,  it  is  tme;  but  neieitheleee,  in  its 


This  common  law  requirement,  that  the  amount  invested  in  the 
ercise  of  the  corporate  franchise  should  be  the  exact  equivalent  oC 
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the  par  value  of  the  corporate  securities  issued,  was,  in  the  early 
ytan  of  railroad  history,  modified  to  some  extent  by  the  different 
state  legialatureB.  The  abuses  resulting];  from  the  legishitive  priv- 
ileges so  granted  became  so  scandalous  that,  l)eginning  with  Illinois 
in  1870,  the  people  of  the  various  states,  throup;h  their  constitutions, 
restored  this  old  common  law  limitation  to  its  former  vigor  and  effect 
and  at  the  same  time  deprived  the  legislature  of  any  i^ower  in  the 
future  to  in  any  way  abate  this  requirement. 

Railroad  history  began  about  the  year  1830.  Tliis  common 
law  limitation  upon  the  privilege  of  issuing  stocks  and  bonds  was 
then  fully  recognized.  Ilailroad  builders  recognizing  this  limitation 
and  faced  with  the  difficulty  of  financing  their  promotions  if  held  to 
this  strict  letter  of  the  law,  began  to  include  in  the  charters  which  at 
that  time  were  directly  granted  by  legislative  enactment,  provisions 
authorizing  them  to  issue  their  stocks  and  bonds  for  a  consideration 
less  than  par.  In  many  instances  these  charters  specifically  pro- 
vided that  such  securities  might  be  issued  for  any  price  the  directors 
saw  fit  to  accept  and  that,  when  so  issued,  they  should  have  the 
same  validity  as  though  issued  at  par.  The  legislative  authority 
so  conferred  upon  these  corporations  wa.s  in  abrogation  of  the  com- 
mon law  and  undoubtedly  made  legal  the  issuance  of  what  would 
otherwise  have  Ixjcn  fictitious  securities. 

At  the  close  of  the  Civil  War,  although  we  were  then  in  the  early 
stages  of  railroad  development,  there  had  been  many  scandalous 
emissions  of  watered  securities  which  called  forth  a  tremendous 
popular  protest.  At  that  time  the  railroads  claimed  that  they  had 
a  right  to  earn  a  reasonable  return  upon  the  par  value  of  the  secui 
ties  so  issued.  Many  of  the  states  faced  this  problem  in  the  con- 
stitutional conventions  called  to  frame  new  constitutions.  Illinois, 
in  1870,  adopted  its  present  constitution  in  which  it  embodied  t! 
following  provision : 

No  railroad  corporation  shall  issue  its  stock  or  bonds  except  for  money,  labor, 
or  property  actually  received  and  applied  to  the  purpose  for  which  such  corpora- 
lioo  was  created.  Any  stock  dividend,  or  other  fictitious  increase  of  capital 
Hoek  or  indebtedness  shall  be  void. 

The  right  asserted^by  the  railroads  at  that  time  was  that  the 
had  conferred  upon  them  by  their  charters  the  right  or  privilege  < 
charging  such  toll  as  would  afford  them  a  reasonable  return  upon  the 
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par  value  of  the  securities  which  they  had  iMuod  In  the  ooiMlita- 
tinr  Ion  of  right  w—  met  by  lh»  rtadmilioo 

t}i  i  I  just  taxation  Um  peopU  would  fvovidt 

iisUtutioii  that  the  issuanoe  of  aeeuritias  must  oxaetly 
curn>!  >ent  made,  in  ordar  that  tl»  v^ 

turnt^n  h  securitiaa  might  be  acgunitriy 

known  to  the  public  and  in  order  that  the  power  of  refulatioo  might 
be  intelligently  exerdeed.  At  that  time  no  railroad  eompany  had 
ever  asserted  that  it  was  entitled  to  receive  a  return  upon  the  value 
of  its  property. 

In  the  lUinoiB  conMitutioiuil  debates,  Judge  Kiliutt  Anthony  m 
dlscuwinK  the  propoeed  aduption  of  the  provision  limiting  the  iaiu- 

of  Hcruritios,  said: 


I  wish  to  eiplsin  for  a  moment  where  the  erils  oome  faito  the  eoanmHy  by 
Um  increese  of  Um  oapHal  itook.  The  msnegnra  osre  nothing  aboul  the  puhge, 
but  in  order  to  keep  up  the  stoek,  they  rmiee  the  mtei  of  freight  in  onkr  to  tiealsii 
divideDds  upon  the  wat<r«dstoek.  It  it  a  fset  well  known  that  the  mooeDt  thsM 
who  esre  nothing  for  Um  public,  get  control  of  the  reilronde  end  its 
they  uee  them  for  the  purpose  of  making  money  and  stock  msnlpukithig 
Rates  are  increased  brgely,  by  which  they  seek  to  make  their  watered  stock  pay 
'  A  ideodi  and  keep  it  up  in  the  market,  and  the  injury  to  the  pahHe  ii  very 


Shortly  thereafter  Pennsylvania  incorporated  a  like  provittoo  in 
new  constitution,  and  Mr.  Howard,  in  addressing  the  conven- 
tion in  the  debates  on  this  provision,  said: 

But  hereafter  it  abouU  be  known  that  the  stock  will  not  be  aUowed  to  be  an- 

oMd  without  limit.    We  should  know  that  the  stock  is  to  be  ussd  lor  a  IsgHi- 

oiats  and  a  valuable  purpoee;  that  it  is  to  buiki  raiboadB;  that  thsissos  of  stock 

ii  neeeaary  to  boiki  them,  and  that  it  is  not  the  intentkio  to  walsr  the 

rcaee  it  unneoenahly.  After  this  stock  is  increseed  it  must  be  osMle  to 
...videods;  it  must  make  its  proper  interest,  and  the  people  of  the 
must  be  taxod  in  the  price  of  transportation  for  the  purpose  of  raising  moosy  to 
-  '  ndeods  on  that  stock,  and,  therefore,  it  is  the  right  of  ths  psopis  to  know 
•^  issuss  of  stock  are  necsBsary  and  that  the  proceeds  are  to  bs  essd  far 
kgntmuiie  and  proper  improvements. 

In  the  Kentucky  constitutional  debates,  in  discussing  a  like  pro- 
ion,  Mr.  Clardy  said: 

Now,  it  is  a  fact  that  a  great  many  corporations  in  this  Stats  and  nlsniihers 
>Ud  show  a  much  hurger  dividend,  and  ths  people  wouki  be  shIs  to  sss  to  what 
«ot  they  had  been  fanpcssd  upon  by  thsss  oorpofBtkMM,  if  H  was  not  for  ths  iMl 

n>at  the  stock  repfceenUsomslhing  which  rssBy  doss  net  saist,  sad  this  we  sssk 

(o  avoid  in  thia  fifth  < 


0g  Thf  Annals  op  the  American  Academy 

Space  will  uot  permit  mc  to  go  further  into  this  phase  of  the 
historical  development  of  constitutional  provisions.  Enough  has 
been  shown  to  demonstrate  that  the  people,  in  the  adoption  of  these 
provisions,  clearly  intended  to  compel  railroad  companies  to  make 
the  par  value  of  the  securities  issued  by  them  coincide  with  the 
amount  of  investment  made  by  the  subscribers  to  such  securities, 
and  that  the  corporation's  right  or  power  to  tax  the  people  by  the 
imposition  of  tolls  and  charges  should  be  strictly  limited  to  such 
Wpergig^  of  that  power  of  delegated  taxation  as  would  procure  a  rea- 
aooable  return  upon  the  investment  which  the  subscribers  to  such 
neurities  had  made  in  the  corporation. 

This  constitutional  provision  has  been  embodied  in  ncarl\ 
every  new  state  constitution  adopted  since  1870,  with  the  exception 
of  the  states  of  New  York  and  Ohio,  and  in  Ohio  similar  provisions 
are  embodied  in  that  portion  of  the  constitution  authorizing  the 
creation  of  the  state  utilities  commission. 

In  many  other  states  in  which  no  new  constitutions  have  sin( 
been  adopted,  like  limitations  have  been  established  by  legislati\ 
enactment.     The  effect  of  this  constitutional  provision  was  to  ri 
store  to  full  force  and  vigor  the  former  common  law  limitation  im 
posed  upon  all  corporations,  and  it  had  the  further  effect,  in  the 
various  states  which  had  adopted  this  provision,  of  depriving  the 
legislature  of  any  power  thereafter  to  remove  tlie  limitation  so  im- 
posed.   The  Supreme  Court  of  Illinois,  in  the  case  of  People  \ 
Union  Consolidated  Elevated  Railway  Co.,  263  III.,  32,  held  that  by 
this  provision  of  the  constitution : 

The  State  retains  the  right  to  regulate  rates  charged  hy  railroads,  but  it  has 
not  the  power  to  fix  toUs  or  charges  at  so  low  a  rate  as  to  destroy  the  investment 
or  deprive  the  Company  of  it«  right  to  a  reasonable  return  on  the  investment. 

This  constitutional  declaration  that  issues  of  securities  of  a  par 
value  in  excess  of  the  investment  actually  made  and  applied  to  cor- 
porate purposes  should  be  void  now  prevails  in  some  26  states.  The 
common  law  prevails  in  all  states  except  Louisiana  and  some  code 
states,  but  in  Louisiana  the  constitution  prescribes  the  same  limita- 
tion and  in  many  of  the  code  states  like  provisions  have  been  sup- 
plied by  the  legislature.  In  many  states  that  have  not  adopted  new 
constitutions  since  1870  this  limitation  has  been  imposed  by  statute. 
The  purpose  of  this  limitation,  as  construed  by  the  Supreme  Court 
of  Illinois,  was  to  preserve  in  the  state  a  right  to  regulate  the  use  of 
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highways,  provided  that  in  such  rt*Kuiauou  ihc  siaie  tna  not 
deprive  the  carrier  of  it*  inventmont  or  n  fair  rrturn  upon  the  invest- 
inent. 

The  full  extent  ut  the  pnvau?  inicrtifi  wiucb  the  iegisisuire  bis 

ranted  to  earriera  in  pubUo  highways,  under  sueh  a  IhnHstfim,  is 

Measured  by  its  investment  devoted  to  the  puUie  secviee,  and  any 

regulation  of  the  use  of  the  highways  which  prsserves  to  tlie  carrier 

the  integrity  of  its  investment  and  a  fair  return  upon  thai  invert* 

ineot  secures  to  the  corporation  all  of  the  rights  which  are  guar- 

iiteed  to  it  by  the  constitution. 

vbor's   Demands   can  Best  bk  Adjusted  aftsr  Capital's 
Rights  arb  DRTKRuiNRtf 

Tho  ilctcrnunatioD  of  the  extent  and  value  of  the  rights  whieh 
ive  been  granted  to  railroad  corporations  is  a  judicial  question. 
'     ^   '  ral  government  needs  only  to  provide  a  forum  for  the  d»> 
>n  of  that  question,  before  whom  all  corporate  interssts 
i:iy  be  presented.    Such  a  determination  will  forever  settle  the 
extent  of  the  private  rights  in  our  great  national  highways.    Upon 
surh  a  determination  the  demands  of  labor  can  be  fairly  adjured 
tit  the  antsgonism  of  the  owners  of  capital,  and  without  undue 
y         -  ^'-  ^  voT.    Organised  labor  is  earnestly  seeking  to  procure 
^*  n»tron.    We  believe  that  the  public  interest  requires 

'  done. 
1  I  >!>•  brought  about  a  sound  basis  wiii  have  bocn  uuu 
eolation  and  even  for  governmental  aoquisition,  if 
in  the  course  of  time  the  people  should  demand  it.    When  these 
rights  are  so  ascertained,  the  speculative  element  in  railroad  seeori- 
liM  will  have  been  eliminated.    Investments  made  therein  l^ 
A  s,  orphans,  insurance  companies  and  savings  banks  will  be  as 
nuir  H8  though  they  rested  upon  governmental  securities.    Until 
this  w  done  labor  will  be  restless,  capital  will  shrink  from  a  veotors 
that  docH  not  o£fer  adequate  security,  and  the  sovereign  powers  of 
governmental  regulation  must  be  clouded  with  doubt  and  uncer- 
tainty, and  forever  hindered  by  litigation. 


PRECEDENTS   FOR   PRIVATE   OWNERSHIP   AND   GOV- 
ERNMENT OPERATION  OF  TRANSPORTATION 
FACILITIES 

By  Delos  F.  Wilcox,  Pit.D. 

Private  UwNEasHiP  and  Government  Opeuation  in  Eukopi 

A  report  issued  by  the  British  Board  of  Trade  in  August,  101:;, 
in  response  to  an  order  of  the  House  of  Commons,  dated  DeccnihcT 
14,   1911,  is  entitled  "State  Railways  (British  Possessions  and 
Foreign  Countries)."     This  document  gives  certain  statistics  as  to 
the  ownership  and  operation  of  railways  outside  of  Great  Britain  a 
shown  by  the  latest  reports  then  available.     The  railways  ai^ 
divided  into  four  classes:  (1)  publicly  owned  and  operated;  (2 
privately  owned  but  publicly  operated;   (3)   publicly  owned  bii; 
privately  operated;  (4)  privately  owned  and  operated.     The  total 
mileage  recorded  in  this  report  is  594,909.     If  to  this  is  added  tli« 
railway  mileage  of  the  United  Kingdom,  the  total  will  be  brought  ii| 
to  approximately  650,000  miles,  of  which  about  250,000  miles  are  in 
the  United  States.     Classified  according  to  ownership  and  opera 
tion  the  entire  railway  mileage  of  the  world  at  the  beginning  of  tli' 
war  would  be  distributed  approximately  as  follows : 

Publicly  owned  and  operated,  164,057  miles,  or  25.2  per  cen' 

Privately  owned  but  publicly  operated,  11,030  miles,  or  1.7  pi 
cent 

Publicly  owned  but  privately  operated,  35,244  miles,  or  5.4 
per  cent 

Privately  owned  and  operated,  440,016  miles,  or  67.7  per 
cent 

Total,  650,347  miles 

It  will  be  seen  from  these  approximate  figures  that  prior  to  the 
war  only  about  11,000  miles,  or  less  than  2  per  cent  of  the  railwa 
mileage  of  the  world,  was  in  the  peculiar  status  of  being  private! 
owned  and  publicly  operated.     The  situation  has  since  been  radi 
cally  changed  by  military  exigencies,  for  the  assumption  by  the 
governments  of  Great  Britain  and  the  United  States  of  the  operation 
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of  tlicir  privntely  owned  tystouw  Ium  pui  iilH>ut  300,000  milot,  or 

uti.in^t  oiH'-hulf  of  the  total  mileage  of  the  world,  in  this  ebML    The 

1  >le  <lata  with  respect  to  pre-war  preoedenta  for  state  operation 

o(  privately  owDod  railwavM  are  meacer.    The  Britiah  report  to 

uluch  1  havi'  r(<f»rrcHl  (ii>t  rilniten  the  milfwiri*  ilion  in  ihU  rstafpory 
follow.s 

.\u>tri:i,  :{,593,  or  2.5..5  por  cent  of  its  total  iniloaKe 
II  5,771,  or  44.7  por  cent  of  iU  total 

i.    .  1.51,  or  5.2  por  cont  of  ita  total 

Donnuirk,  61,  or  2.66  per  cent  of  ita  total  mileage 
h^toice,  229,  or  .9  per  cent  of  ita  total  mileafs 
Norway,  1,225,  or  69.9  per  cent  of  its  total  mileage 

It  will  bo  noted  from  the  above  that  the  only  country  in  which  more 
than  50  \yeT  cent  of  the  railways  fell  within  this  category  waa  Nor- 
way, and  here  the  preponderance  of  public  operation  and  private 
ownership  was  so  great  as  to  make  this  the  characteristic  plan  for 
that  country.  As  against  1 ,225  miles  privately  owned  and  publicly 
o)  '     •>  were  only  396  miles  publicly  owned  and  publicly 

01  290  privately  owned  and  privately  operated.    While 

iistria  and   Huiifi^Hry  each  showed  a  considerable  mileage  pri« 
'\  owned  and  publicly  operated,  >'  '  t  cannot  be 

o  1)0  the  characteristic  one  for  eit I  triea.    Ana- 

la  had  8,074  miles  of  publicly  owned  and  operated  lines,  and 
'  miles  of  privately  owned  and  operated  lines  as  compared  with 
,.')93  milcH  of  privately  owned  and  publicly  operated  lines.    In 
i  ungary  there  were  5,063  miles  publicly  owned  and  operated  and 
2.(V"s  niilt's  privately  owned  and  operated  as  compared  with  5.771 
nnit  -  i>nvately  owned  and  publicly  operated.     In  the  other  coun- 
tries,  Belgium,   Denmark  and   France  the  proportion   privately 
owned  and  publicly  operated  was  so  small  as  to  be  practically  tiH 
significant.     I  have  not  found  a  fall  explanation  of  the  ntuatkm  in 
Austria  and  Hungary,  but  I  take  it  that  the  privately  owned  lines 
he  state  were  held  under  lease,  and  were  operated  in 
Mth  the  publicly  owneii  lines  just  as  one  railroad  oor- 
oration  frequently  incorporates  in  its  own  operating  system  linea 
icasod  from  other  companies.    I  see  nothing  in  this  plan  that  ean 
properiy  be  regarded  as  a  preeedent  for  the  pteeent  ainngwmBl  In 
•reat  Britain  and  the  United  States.    When  we  ooma  to  an 
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lUkiion  of  the  situation  in  Norway  we  find  here  also  that  what  on  its 
face  appears  to  be  a  precedent  is  not  one  in  fact;  for  the  government 
of  Norway  had  a  preponderant  interest  in  the  railways  which  were 
classed  as  privately  owned.  The  total  capital  invested  in  these 
lines  was  shown  to  be  £10,936,011,  which  was  distributed  as  follows 
with  respect  to  the  sources  from  which  it  was  derived : 

From  the  state  (shares  and  loans),  £8,413,021,  or  76.9  per  cent 
From  oonmiunes  and  individuals  (shares),  £1,084,52(3,  or  9.9 

per  cent 
From  outside  loans,  £273,632,  or  2.5  per  cent 
From  earnings  £1,164,832,  or  10.7  per  cent 

These  figures  show  that  governmental  operation  of  privately  owned 
lines  in  Norway  was  merely  public  operation  of  railways  which  had 
been  heavily  subsidized  by  the  government  and  which  were  doubt- 
less soon  to  be  exclusively  owned  by  it.  This  does  not  furnish  a 
precedent  for  public  operation  of  privately  owned  Unes  in  the  sense 
in  which  this  is  now  being  carried  on  in  Great  Britain  and  the  United 
States. 

It  may  be  said,  therefore,  that  the  working  out  of  a  correct  ' 
policy  under  the  circumstances  now  prevailing  in  the  United  States 
must  be  undertaken  without  much  help  from  direct  precedents. 
The  available  published  information  with  respect  to  the  experience 
of  Great  Britain  during  the  past  three  years  is  too  meager,  and  the 
final  results  are  at  the  present  moment  too  uncertain  to  give  the 
American  public  much  satisfactory  guidance.    No  doubt  many 
Americans  who,  in  connection  with  the  work  of  the  war,  have  had 
an  opportunity  to  observe  and  secure  knowledge  of  the  practical 
results  of  government  operation  in  Great  Britain  may  be  in  a  post-  , 
tion  to  reach  conclusions  satisfactory  to  themselves,  based  upon 
British  experience,  and  of  course  it  is  to  be  hoped  that  the  United 
States  government,  through  its  intimate  relations  with  the  British  ^ 
government  during  the  war,  will  be  able  to  make  advantageous  i 
use  of  the  results  of  England's  experiment.  • 

Street  Railway   Precedents   for   Private   OwNKiibniP   and 
Government  Operation 

Before  entirely  giving  up  the  search  for  adequate  precedents, 
it  may  be  well  to  examine  the  forfeiture  provisions  of  some  of  tf 
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more  recent  street  railway  reteUlameot  frinnhJMi  iiiil  ffwtmrta 
wliich  have  been  worked  oul  in  eertain  Ameriean  eitiee. 

The  Chicago  reaaltkmant  ordinaiieea  of  1007  eel  tbe  aUDdaid 
in  uuiny  reapecta  for  ''modem"  atreet  railway  frinnhiwa  in  Um 
Tuited  Staiea.    The  ordinanee  of  the  Chicaco  Railwagra  Compaasr 
had  certain  proviaioiia  of  oondderable  intereat  in  ^^'^■^t^ikti  with 
thii  diaouamon.    It  provided  thai  within  three  years  after  iU  paa- 
MfD  the  company  should  perfect  its  titie  to  the  entire  atieei  railway 
system  then  being  operated  by  the  receivers  of  the  CUeago  Unioa 
Traction  Company,  and  should  free  this  system  from  any  lien  or 
franco  other  than  thoae  created  under  ita  eipteas  author- 
It  further  provided  for  the  immediate  rehabilitalioo 
of  the  system,  and  for  the  distribution  of  the  groai  recetpta. 
Aft4>r  operating  expenses  and  taxes  had  been  paid,  a  sum  equtvaleot 
to  5  iHT  cent  of  the  fixed  purchase  price  of  the  street  raflway  system 
s  to  be  retained  by  the  company,  and  the  net  receipts  remaining 
reafter  were  to  be  divided  in  the  proportion  of  45  per  cent  to  the 
upany  and  55  per  cent  to  the  city,  tlic  city  having  the  right  upon 
>per  notice,  at  any  interval  of  six  months,  to  purchase  and  take 
rty  at  a  price  fixed  in  the  ordinance,  phia  the  eost  of 
nsions  and  betterments  made  subsequent  to  its  going 
o  eflfec t .     S<  c lion  25  of  the  ordinance  established  a  special  remedy 
>:iny 's  default  in  perfecting  its  title  aa  required, 
in  such  case  the  city  might  take  possasMi  of 
I  md  operate  the  system  upon  terms  and  conditions  quoted  in  the 
I  footnote.' 

I  •!!,  at  any  time,  the  Comimny  nJuill  U*  in  liefjiult  with  rf?*!-*'  t  :•-  ::.>•    •  ..^::^- 

tJM  iipfllf  III  in  subdiviaiou  (d)  uf  .S^ctiun  1  of  thi.-i  urilmiin'-c  m  rcK^iri  to  {•  r- 
I  iMling  UUe  to  iu  pioparty  and  raoioTinf  liens  and  Menmbcmnoas  ttenCran,  tba 
Ooaqiany  sbaU,  upon  dnuuid,  aamndar  to  ths  OHj  poanatea  of  ilB  ealin  ^^ 
I  raiiwajr  syslam  and  the  City  may  enter  into  posHsrioB  thHoof  aad  of  eneh  and 
I  evwy  part  thereof  ,  maintaining,  operating,  iaqaoving  or  esftending  the  aeae^  Md 
up  the  funda  deecribed  in  Seetione  16  and  18  of  thie  ordinewie,  in  ai 
V^tU  aa  the  Company  migbt  do,  and  ae  the  Company  would  be  obHspd  to  do, 
a  rnamdon  imder  the  provieione  of  thie  ordiaaaee,  unta  the  ohilgetinn  of  tbe 

(d)  of  Seelkai  1  of  thb  ordiMBee  ^ba.:  be  earn- 


to  be  pnreheeed  by  its  Ueevee,  as  ia  thto  oidiMBee  provided. 
pe^Bc  of  one  of  the  e^eala  laat  BBMlteed,  if  the  Oiy  ia  Hi  afaaelsia  diaMllaB 
than  eo  eieet  by  notiee  in  writiag  deBiwred  to  the  CoB^aiqr,  the  yiiUlaiiiii  ef 
the  Company  in  poeeeidou  alMD  be  euhieoi  to  the  ohH^tinB  of  applyi^  He  net 
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It  will  Ix?  iioUd  that  the  provisions  therein  (jiioted  relate*  to  a 
special  default.  The  general  provision  of  the  ordiiianee  with  re- 
spect to  default  is  to  the  effect  that  if  such  default  is  continued  for  a 
period  of  three  months,  exclusive  of  all  times  during  which  the  com- 
pany is  delayed  or  interfered  with  without  its  connivance  by  un- 
avoidable accidents,  labor  strikes,  or  the  orders  or  judgments  of 
any  court  entered  in  any  suit  brought  without  its  connivance,  the 
city  shall  be  entitled  to  declare  the  ordinance  and  all  the  rights  and 
privileges  of  the  company  to  maintain  and  operate  street  railwa 
in  any  of  the  streets  or  public  ways  of  the  city  to  be  forfeited  and  at 
an  end.    The  ordinance  stipulates,  however,  that  if  the  companv 

rooeipto  as  hiereiiiaftcr  in  this  Section  provided  until  the  City  elects  to  take  ix).s- 
wniiinn  as  in  this  paragraph  provided. 

If,  in  the  event  of  such  default,  the  City  elects  to  take  possession  of  said 
property,  the  Company  shall  be  bound  to  provide  funds  sufficient  to  fulfill  all  its 
obbgations  in  respect  of  extensions,  improvements,  reconstruction,  equipment, 
re-equipment,  and  additions  to  said  system  of  street  railways  and  the  contrihution 
of  moneys  toward  the  cost  of  subways  and  extensions  thereof,  as  though  its  pos- 
MMion  of  said  system  of  street  railways  had  not  been  interrupted. 

Whether  in  case  of  such  default  the  City  elects  to  take  poeaeesion  or  to  lea 
the  Company  in  possession,  in  either  event  the  receipts  of  said  system  of  street 
railways  shall  be  applied  as  hereinbefore  in  this  Section  provided,  except  that  the 
proportion  of  net  receipts  which  by  this  Section  the  Company  is  authorized  to 
retain  for  its  own  use  and  benefit  shall  be  paid  over  to  a  depositary  as  in  this 
Section  provided,  to  be,  by  such  depositary,  applied  in  accordance  with  the  pro- 
visions of  this  ordinance  next  hereinafter  set  forth  to  remove  any  defect  of  title 
or  any  lien  or  encumbrance,  other  than  such  as  are  herein  expressly  authorized  to 
be  created,  which  may  exist  with  respect  to  said  system  of  street  railways. 

To  the  extent  that  the  City  shall  proceed  to  exercise  the  powers,  or  any  of  thcra. 
mentioned  in  subdivision  (c)  of  Section  1  of  this  ordinance,  said  moneys  shall  \)e 
paid  out  by  the  depositary  upon  the  certificate  of  the  Mayor  of  the  City  and  upon 
the  order  of  such  disbursing  officer  or  agent  as  the  City  may  designate,  to  provide 
funds  with  which  to  pay  the  purchase-price  of  property  acquired  by  the  City 
pursuant  to  said  subdivision,  or  to  indemnify  the  City  for  expenses  incurred  in  the 
eiwdse,  or  attempted  exercise,  of  its  powers,  as  in  said  subdivision  provided.  In 
the  event  that  the  City  shall  elect  to  leave  the  Company  in  possession  of  said 
property  as  aforesaid,  the  City  shall  have  the  additional  right  to  require  the  de- 
positary, upon  like  certificate  and  order,  to  pay  out  said  moneys  for  any  or  all  the 
purposes  aforesaid  in  the  absolute  discretion  of  the  City,  irrespective  of  the  limita- 
tions eontained  in  said  subdivision  (c)  of  Section  1  of  this  ordinance.  Such  ccrtif 
icate  of  the  Mayor  shall  be  conclusive  evidence  to  the  depositary  of  the  f:i' 
tlMrein  stated. 

The  depositary  may  also  pay  out  said  moneys  upon  the  order  of  the  Company 
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pledges  or  mortiices  it«  property  or  franehiiei  pmatad  by  Urn 
ordiDancc  for  the  teeurity  of  loanii  niaturinK  ool  Ul«r  Uimi  the  dftt« 
when  the  ordinanoe  expiree,  the  amount  of  eueh  loaaa  nol  being  to 
exeeie  of  the  purehaae  priee  of  the  fyBtMn,  the  richi  of  foifeitttn 
acrniinK  to  the  city  liy  reason  of  the  company's  vioUtioB  of  Che 
pravidioiifl  of  the  ordinance  shall  not  be  asserted  or  exist  ffr**^  the 
mortftHK(H*H  and  shall  not  impair  or  affect  their  risht  to  ita>VBf  by 
Uv  '  V  of  the  company,  includinx  the 

Hk  >  <  o  a  sum  not  in  excess  of  the 

pu 

1  iM»  dual  by  the  Pubbc  Sorviee 


:  Um  AcquiaitioB  or  extancuinhnienl  of  any  outoUndiiig  title,  obIsI*, 

Uco,  SDOUBibimnce^  ebim  or  dwnsnd,  ooofltiiuUng  a  debei  of  titia  of  ikm 

lanr'ff  prop«ty,  but  no  flaoh  pajmaot  ihsU  bo  nsdo  oa  the  oidar  of  the  Goai- 

itbout  (30)  dayi*  ptorknis  aoUoe  in  writing  to  the  City  Comptiollar  of  sMd 

.     liiflh  Dotiee  ihnO  specify  the  particukr  titJe,  eit*te,  intereet.  Ilea,  nacmn 

voce,  daim  or  demand  to  be  acquired  or  extinfcuiahed,  and  the  aaaae  of  tlie 

...kier  or  hokkra  thereof,  to  whom  payment  ia  propoaed  to  be  made  aad  the 

amount  of  eueh  payment.    A  certified  copy  of  a  reaohition  of  the  board  of  dirae* 

'  the  Company,  requesting  sueh  payment  and  stating  tha  faela  ekiaed  to 

the  aame,  ahall  be  oooduaiTe  evidsnee  to  the  depoaitary  of  the  (ads  ao 

.  i4Mi,  in  the  abaenee  of  notice  of  objeetion  by  the  City,  aa  next  hmiaaflcr  pfo- 

io<f     If,  within  said  period  of  twenty  (20)  days,  the  City,  by  notles  ia  wrilli« 

I  to  the  depositary,  ahall  object  to  sueh  proposed  paymesA  aad  shall  agrsa 

.  .\c  any  default,  or  supposed  default,  by  reaaoa  of  the  eiistsnee  of  mmk 

<l0Bd  title,  estate,  interest,  lien,  encumbtanea,  daim  or  demaiwl,  and  to  take 

%.ik  or  oauae  its  Ueeneee  to  take  title  to  aaid  system  of  street  faOways  snhiset  thara- 

Id  in  the  erent  of  purchase  by  the  City  or  its  lireassi,  putsuaai  to  tha  pto^ridoas 

ef  this  ordiaanoe,  thea  and  in  that  eveat  the  depoaitary  shall  aoi  make  Iks  pay> 

msnt  referred  to  in  sueh  notice  giTen  to  the  City  by  the  Company,  boi  shall  asi 

apart  out  of  the  proportion  of  the  net  receipts  aforesaid  ia  its  haadi  aad  shsl  koU 

an  amount  equal  to  such  proposed  payment  upon  the  apeeifie  trasi  la  pay  Iks 

mtnv,  uith  all  accumulations  to  the  City  in  either  of  the  I 

(1)  U  the  City  ahall,  at  its  own  expense,  eaose  the  saki  tills, 
ken,  encumbrance,  claim  or  demand  to  be  exitagnii 
'^rnd  to  the  Company. 

(2)  If  the  City  ahall  purehaee  said  street  railway  syslaw,  or 
"^  hir  piimhasnfl  hy  its  linfifiw,  as  in  this  nrdhmans  pnr 

railway  system  subjeci  to  soek  onlslsnding  lilK 
daim  or  demand  without  dadnelioa  tnm  U 
aseeunt  thereof. 

At  thebeginamgandat  tkeendof  aaysuek  period  doriagwkiek  IkeOusspaayls 
ncht  to  receive  or  retain  for  its  own  use  and  benefit  a  poflioa  of  i 
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CommiflBion  for  the  First  District  on  behalf  of  the  City  of  New 
York,  March  19, 1913,  provide  for  the  construction  and  equipment  of 
rapid  transit  railways  by  the  use  of  funds  furnished  in  part  by  the 
dty  and  in  part  by  the  company,  and  for  the  lease  of  these  railways 
when  completed,  to  the  Interborough  Rapid  Transit  Company  and 
the  New  York  Municipal  Railway  Corporation,  subject  to  the  city's 
right,  upon  the  expiration  of  a  period  of  ten  years  from  the  date  of 
the  commencement  of  operation,  or  at  any  time  thereafter,  to  ter- 
minate the  leasee  and  take  possession  of  the  property  for  public 
operation  upon  pajong  the  companies  the  amounts  then  due  them 
on  account  of  their  investment,  and  the  obligations  of  the  contracts. 
The  leases,  unless  sooner  terminated,  run  for  a  period  of  forty-nine 
years,  and  the  contracts  provide  that  within  that  time  the  oriRinal 
contributions  to  capital  made  by  the  companies  shall  be  amortized 
out  of  earnings,  so  that  the  purchase  price  of  the  property,  starting 
at  a  maximum  when  the  city's  right  to  purchase  accrues  at  the  end 
of  ten  years,  will  gradually  decrease  to  nothing  (except  for  the  un- 
amortized portions  of  capital  supplied  by  the  companies  for  equip- 
ment in  addition  to  the  initial  equipment  required  by  the  contracts) 
at  the  expiration  of  the  leases.    These  contracts,  like  the  Chica^^^ 


have  been  suspended,  as  hereinbefore  provided,  there  shall  be  an  accounting 
in  respect  of  the  receipts  of  said  street  railway  system,  to  which  the  depositary 
Bhall  be  a  party,  substantially  as  provided  in  Section  25  of  this  ordinance  with 
ntped  to  Uie  annual  account;  and  any  balance  of  net  receipts  in  the  hands  of  the 
d&ptmisry  not  ejcpended  as  aforesaid,  accruing  prior  to  the  expiration  of  such 
poiod  shall  be  paid  to  the  City,  if  the  City  was  in  possession  during  such  period, 
or  to  the  Company,  if  the  Company  was  in  possession  during  such  period,  and  the 
Company  shall  be  entitled  to  receive  at  the  time  and  subject  to  the  conditions 
hereinbefore  in  this  Section  and  Section  18  set  forth  the  share  of  said  net  receipts 
hereinbefore  mentioned,  accruing  after  the  expiration  of  such  period. 

If  the  City  shall  enter  into  possession  of  said  system  of  street  railways,  as  ui 
this  Section  provided,  it  may  retain  such  possession  for  not  more  than  six  months 
after  said  title  to  said  system  of  street  railways  is  perfected  as  aforesaid  and  after 
receiving  six  months'  notice  thereof  in  wTiting  from  the  Company;  and  if,  while 
ia  possession  under  the  authority  of  this  Section,  the  City  shall  give  notice  of  its 
to  purchase  said  street  railway  system  of  the  Company,  or  to  cause  the 
to  be  purchased  by  its  licensee  at  the  next  succeeding  date  at  which  such 
IMnehsss  oouki  be  made  under  this  ordinance,  the  City  shall  be  under  no  obligsr 
tioa  thereafter  to  surrender  such  possession  by  reason  of  such  title  having  beeo 
nlesB  the  City  or  ita  licensee  shall  fail  to  consunmiate  the  purchase  at 
I  ipaiififid  in  such  notice. 
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ordinances,  provide  for  the  diflthbittioo  ci  the  groi 
i>reetribe  the  priorities  in  even  greater  detail.    It  it  iitfieieBl  for 
preeent  purposes  to  state  that  after  previous  rental  obUgations,  fay<<, 
iting  expenses,  maintenance  and  deprsetalioo  bavo  beao  pio- 
i  fur,  the  companies  are  to  receive  oompsnaatioo  eqiiivalaoi  to 
lieir  average  net  profits  during  a  period  prior  to  the  date  of  the 
'><,  and  interest  at  therateof  6  per  eent  per  annum  upon  the 
al  Hupplicd  by  them  under  the  terms  of  these  eootraeta.    As 
\yQ  next  deduction  from  the  gross  receipts  the  city  b  to  receive  a 
r<  turn  upon  the  portion  of  the  capital  which  it  has  contributed  to 
1 1)1  joint  enterprise.    Next,  a  deduction  is  to  be  made  for  thocstsb 
lifihment  of  a  contingent  reserve  fund,  and  the  net  amounts  remain- 
ing 'if tor  the  various  deductions  described  are  deemed  to  be  "the 
iti.  oiae,  camingB  and  profits"  of  the  rapid  transit  syitems,  and  are 
'  o  be  divided  in  the  proportion  of  50  per  cent  to  the  companies  and 
''••■■.■  V:'  ''->  *^.'city. 

.'mr  interest  in  these  contracts  in  connection  with 

the  present  discussion  has  to  do  with  the  remedies  provided  in  case 

'  ^     't  of  the  companies  in  paying  over  the  amounts  doe  to 

i  the  gross  receipts,  or  in  case  of  the  failure  or  osgleet 

>f  the  companies  to  observe  and  fulfill  the  conditions  and  obligations 

'   uts.    In  such  a  contingency  the  city  has  a  choiee  of 

i  the  one  in  which  we  are  at  present  interested  is  set 

forth  in  the  Interborough  Rapid  Transit  Compansr's  Contract*  as 

follows : 

In  ra.s«>  of  liri.iu.t  Ml  ttic  Ix-s-'-cr  in  i'  '.;..!  I.'  •'•:':.*..:.:■■.;  ■  ■    l     r  .:.  ■  .t.'^* 

f  thr  f;illurr  or  mxlfct  of  the  I>«-.-.v«f  f;nt  !.f  .l!  ■.    '■>    ■'  -.  :  .  -  .   ?■  .  :      .:'.•,    .     .    >,f 
l!. 

V. 


t  Xsreof  the  LoMee  may  appty  to  the  Court.    U  Um 

-•'^h  time  or  within  luch  further  time  ■■  nay  be 

0  eourt,  the  City  ahaU  theneflsr  be  et  liberty 

'   saee  operate  the  Railroad  and  fisiif— I 

(uipineDt  at  the  rale  of  fare  aad  ia  Ite 

vuicd  in  the  Lcuc  nder  of  the  tens,  or  lo  sbIv  iaio  a 

^abject  to  the  aame  ih  eooe  oth«  penoa.  irm  or  ooi^ 

h  rittoi)  to  operate  the  Railroad  and  Equipoieot  aad  tbs  EbEbth^  Railroadi  aad 


Contract  No.  3,  Artkb  89. 
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as  the  aflent  of  the  LesKe  for  such  period  of  time  as  the  City 
■MJ  eleei.    It  lh«ll  be  a  condition  of  such  further  operation  by  the  City  or  by  the 
penoa,  finn  or  ooiponttion  with  whom  or  with  which  the  City  may  contract,  thsit 
the  reveoue  otherwiee  distributable  to  the  Lessee  under  paragraphs  6,  7, 8  and  9  of 
Article  XLDC  hereof  shall  be  devoted  to  the  payment  of  interest  and  sinking  fund 
efaargBi,  if  any,  upon  bonds  issued  by  the  Lessee  for  the  purpose  of  Const  ruction 
and  Equipinent  undsr  this  contract  and  for  the  purpose  of  refunding  bonds  issued 
upon  the  kaae  of  the  Existing  Railroads  and  upon  the  Existing  K(|uipmeni,  anr! 
any  balance  thereof  after  the  pajrment  of  such  interest  and  sinking  fund  r\ 
and  after  the  pajrment  of  damages  sufTered  by  the  City  by  reason  of  such  d* 
and  unpaid  by  the  Lessee  from  other  sources  slmll  \)c  paid  to  the  Lessee.    If  ihr 
City  or  such  other  person,  firm  or  corporation  shall  fail  to  pay  the  charges  alx)v. 
wfqrred  to  and  if  the  City  shall  not  terminate  this  contract  as  provided  in  thi 
chapter,  the  Leasee  shall  be  entitled  to  regain  possession  and  to  resume  of)eration 
of  the  llailroad  and  Equipment  and  the  Existing  Railroads  and  Existing  K({uip- 


The  street  railway  franchise  granted  in  1914  by  the  City  of 
Kansas  City,  Missouri  to  the  Kansas  City  Railways  Company  also 
contains  provisions  for  the  seizure  of  the  street  railway  system  b> 
the  city,  as  a  penalty  for  the  company's  non-compliance  with  th( 
terms  of  the  ordinance,  and  for  its  operation  by  the  city  for  thi 
benefit  of  the  parties  having  a  financial  interest  in  it.  As  an  ex- 
ample of  the  peculiarities  of  forfeiture  where  vested  rights  are  in- 
volved, the  Kansas  City  ordinance  provides  an  interesting  exhibit 
of  the  characteristic  workings  of  the  American  mind.  Section  52 
of  this  ordinance  is  as  follows : 

If  the  Company  shall  willfully  do  or  cause  to  be  done  any  act  or  thing  by  this 
ordinance  prohibited,  or  willfully  fail,  refuse  or  neglect  to  do  any  act  or  thing  re- 
quired by  its  terms,  it  shall  forfeit  all  rights  and  privileges  conferred  upon  it  by 
Uiis  ordinance,  but  such  forfeiture  shall  not  affect  the  right  of  mortgagees  and 
those  daiming  imder  the  Company  to  capital  value  and  return  thereon,  as  herein 
provided.  Such  forfeiture  may  be  had  by  proceedings  by  the  City  in  its  own 
name  or  that  of  the  Prosecuting  Attorney  or  Attorney  General  in  the  Supreme 
Court  of  the  State,  or  if  that  court  declines  to  assume  jurisdiction,  in  any  other 
court  of  lawful  jurisdiction.  Providedf  however,  before  the  City  shall  have  the 
right  to  begin  a  proceeding  to  enforce  said  forfeiture,  it  shall  give  notice  to  the 
Company  in  writing  of  the  specific  dereliction  or  derelictions  complained  of,  and 
the  Company  shall  promptly  and  with  expedition  fully  remove  such  alleged 
of  forfeiture,  the  City  shall  have  the  right  to  begin  and  proceed  with  the 
enforoement  of  said  forfeiture. 

For  a  ieoond  or  subsequent  breach  of  the  same  provision,  the  City  shall  have 
the  right  to  proceed  without  further  notice,  to  enforce  such  forfeiture. 

If  there  be  a  final  decree  of  forfeiture  of  the  Company's  right*  and  privileges 
hereunder  and  the  cause  of  forfeiture  be  not  removed  within  a  reasonable  time 
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ally  adjudged  a  banknipi  or  ineolTont  and  that 
'  ind  perform  the  obUgatione  tmpna^  upon  n 
*iidl  have  the  aame  force  and  effed  as  an  ad- 
afl  above  provided. 
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AND  GOTKBNMSNT  OpBRATION 

Such  are  the  lame  and  inadequate  precedents  which  have  come 
•  >  my  attention  for  the  public  operation  of  privately  owned  trans- 
portation facilities.    Precedents  are  of  no  value  except  as  they  make 
It  easier  to  take  a  desired  course  of  action,  or  as  they  throw  Uffai 
upon  the  ways  in  which  a  course  of  action  once  taken  will  or  may 
affect  other  actions  to  be  taken  later  on.    In  the  present  case  the 
*'~    Mont  has  acted,  and  the  operation  of  the  railroads  has  been 
.  over  and  placed  under  the  jurisdiction  of  Secretary  McAdoo, 
tinK  as  Director  General  of  Railroads.     A  discussion  of  the  quee- 
uon  as  to  whether  or  not  this  step  was  justified  from  the  point  oC 
Tiew  of  precedents  would  at  this  time  lie  a  purely  academic  one. 
^  ow  that  the  step  has  been  taken,  and  we  are  in  the  midii  of  a  lUi- 
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pendouB  international  struggle,  it  would  be  a  thankless*  task  to 
make  our  discussion  hinge  upon  this  issue.  The  real  function  of 
precedents  is  not,  therefore,  to  furnish  us  with  justification  for 
praising  or  blaming  the  President  for  taking  over  the  railroads,  but 
to  point  out  the  probable  ultimate  effect  of  this  step  \ipon  publi< 
policies,  and  to  show  the  ways  in  which  governmental  operation  and 
the  legislative  and  contractual  arrangements  about  to  be  made  with 
respect  to  it  may  be  best  adapted  to  the  furtherance  of  a  sound 
future  policy,  and  the  avoidance  of  mistakes  which  might  otherwisi 
be  made. 

Public  operation  of  publicly  owned  enterprises  is  a  general  and 
normal  governmental  policy,  although  there  are  certain  precedents 
in  practice  and  certain  considerations  in  theory  which  may  be  cited 
in  favor  of  the  policy  of  government  ownership  and  private  opera- 
tion. The  value  of  these  precedents  and  the  weight  of  these  con- 
siderations we  need  not  discuss  at  this  time.  The  reverse  policy  of 
private  ownership  with  public  operation  is,  as  we  have  seen,  without 
substantial  precedent,  prior  to  the  beginning  of  the  war,  and  can- 
not be  regarded  as  a  normal  or  permanently  satisfactory  arrange- 
ment. It  is  in  both  Great  Britain  and  America  an  emergenc} 
policy,  the  outgrowth  of  unprecedented  conditions,  in  which  na- 
tional security  is  in  the  utmost  peril.  The  question  on  everybody's 
lips  is:  Will  the  railroads  ever  be  permitted  to  go  back  to  private  con- 
trol? or,  Will  public  operation  inevitably  develop  into  public  owner- 
ship? Up  to  the  present  time  the  United  States  has  no  financial 
interest  in  the  railroads,  that  is,  it  has  no  share  in  their  ownership. 
I  leave  the  new  government  railroad  in  Alaska  out  of  consideration 
as  that  is  an  isolated  enterprise  which  is  in  no  real  sense  a  part  of 
the  system  of  railroads  in  the  United  States.  It  might  be  urged  that 
in  view  of  the  original  land  grants  made  by  the  government  to  the 
transcontinental  lines,  grants  which  have  now  come  to  reprcpont 
an  enormous  value,  the  government  has  an  interest  in  the  railroad 
investment.  This  is  not  true  in  any  legal  or  practical  sense,  for  the 
lands  received  from  the  government  as  a  free  gift  are  now  as  much 
the  property  of  the  railroads  as  any  portion  of  the  equipment  pro- 
vided by  their  own  capital.  If  the  government  acquires  the  rail- 
roads it  will  have  to  buy  back  its  gifts  just  the  same  as  if  it  had  not 
been  the  giver.  In  this  country  there  is  no  financial  interest  held 
by  the  government,  and  no  nucleus  of  publicly  owned  lines  to  fur- 
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iah  the  normal  foundation  for  gowmneiit  operation.    U 
probable  tbat  if  tbe  preaent  emerBUiey  oparatioo  landa  to 
ment  ownerihip,  the  latter  will  be  undertaken  on  a  larve 

1 1  rough  the  purchaae  of  eubetantially  all  of  the  railroade  at 
at  least  ae  a  part  of  one  big  aeheme.  Whether  fovemmenl 
ship  will  actually  follow  aa  a  ooneequenee  of  fovemment  operatioa 
is  a  matter  that  can  only  be  determined  in  the  future.  The  ptoe»> 
'!<>nta  throw  no  light  upon  this  iaue. 

The  adininiHtration  hill  now  pending  in  Congres  prorides  thai 
the  Preaident  may  enter  into  an  agreement  #ith  any  railroad* 
guaranteeing  to  it  as  just  compensation  for  the  use  of  its  pcoperijr 
during  the  period  of  federal  control  an  ineome  at  an  auMial  rate 
equivalent  as  neariy  as  may  be  to  its  average  net  railway  openUiBg 
boome  for  the  three  years  ending  June  30,  1017,  and  that  any  net 
railway  operating  income  in  excess  of  this  standard  return  to  the 

ompHnies  shall  be  the  property  of  the  United  States.  The  bill  also 
provides  that  adequate  depreciation  and  maintenanee  of  the  inai- 
road  properties  shall  he  included  as  a  part  of  opewtiiig  eipeawi  or 
provided  through  a  reserve  fund,  in  accordance  with  principles  and 
rules  to  be  determined  by  the  President.  As  introduced  in 
the  bill  provides  that  federal  eontrol  of  transportation  shall 
during  the  period  of  the  war  and  until  Congress  shall  thereafter 
order  otherwise.  The  chief  controversy  with  respect  to 
Ifttion  is  now  raging  about  this  provision  of  tbe  bill;  the 

ves — those  who  are  strongly  opposed  to  government  ownership 
aud  operation  as  a  permanent  policy — insisting  that  a  definite  time 
limit  shall  be  fixed  in  connection  with  the  doae  of  the  war,  when  the 
imilroads  shall  be  handed  back  to  their  owners.  If  the  adminie- 
tration  bill  should  become  law  in  its  original  form,  and  if  it  should 
he  determined  by  the  effective  voice  of  the  nation  that  govemmeBi 
operation  is  to  be  continued  as  a  permanent  policy,  one  of  two 
eourses  would  naturaUy  be  ohoeen.  Either  the  government  would 
eontinue  to  operate  the  roads  without  buying  them,  in  whieh  eMe 
it  would  have  to  pay  the  owners  a  permanent  annual  rental  aa  fixed 
during  the  war  period  in  aocordance  with  the  terms  of  the  aei»  or  tbe 
government  would  determine  to  purchase  them,  and  then  it  woold 
have  to  pay  a  price  largely  determined  by  their  earning  power  aa 
^xed  in  the  same  way.    If,  for  example,  following  the  dose  of  the 

ar  there  should  be  a  great  slump  in  the  net  earainp  of  tbe  riHrondii, 
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due  either  to  a  falling  off  of  gross  revenues,  or  to  a  relative  increase 
in  operating  expenses  and  depreciation  charges,  the  government 
would  be  in  a  position  where,  if  it  continued  to  o{x^rate  the  roads 
without  buying  them,  it  would  be  bound  by  contract  to  pay  an 
exceosive  rental,  or  if  it  concluded  to  buy  them,  it  would  have  to 
pay  a  price  largely  determined  by  the  capitalized  value  of  an  exces- 
sive rental.     If,  on  the  other  hand  the  average  net  eanungs  during 
the  period  immediately  following  the  war  should  Ixj  in  excess  of  t  li< 
earnings  during  the  war  period,  the  government  would  reap  an  ad 
vantage  by  the  contracts  authorized  by  the  act,  whether  the  road- 
continued  to  be  operated  by  the  government  under  private  owner 
ship  or  were  to  be  purchased  outright.     As  the  price  to  be  paid  for 
public  utility  or  any  other  property  almost  always  has  great  weigh  i 
in  determining  whether  or  not  a  purchase  will  be  effected,  it  is  po> 
sible  that  the  policy  of  government  ownership  and  perhaps  of  con- 
tinued government  operation  may,  if  the  administration  bill  is 
enacted  into  law  and  the  contracts  authorized  by  it  are  consum- 
mated, be  determined  in  the  affirmative  or  in  the  negative,  accord 
ing  to  the  way  in  which  contracts  and  arrangements  entered  into  in 
time  of  war  and  based  upon  war  conditions  workout  in  time  of  ix^acc 
If  it  should  be  found  that  under  these  war  contracts  the  governmen 
had  bound  itself  to  pay  an  excessive  annual  rental  as  a  condition  oi 
continued  government  operation,  or  an  excessive  purchase  price  as  a 
condition  of  the  acquisition  of  the  railroads,  controlling  public 
ofHnion  might  be  turned  in  favor  of  restoring  the  railroads  to  their 
present  owners,  and  perhaps  it  would  not  be  unsafe  to  predict  that 
if  the  roads  should  be  so  restored  immediately  following  the  war, 
their  subsequent  purchase  by  the  government,  or  the  resumption  of 
government  operation,  would  be  long  delayed  by  the  extreme  finan- 
cial exigencies  arising  out  of  the  hquidation  of  the  national  war  debt 
Precedents  are  lacking,  and  for  that  reason  they  will  have  to  In 
made.    Sometimes  to  avoid  the  "intolerable  toil  of  thought"  w< 
copy  methods  or  plans  which  have  been  adopted  elsewhere,  but  f< 
recently  as  not  to  have  been  subjected  to  the  test  of  practical  opera- 
tion.    I  have  referred  earlier  in  this  article  to  the  forfeiture  and 
default  provisions  of  the  street  railway  franchise  contracts  recently 
adopted  in  Chicago,  New  York  and  Kansas  City.    These  provisions 
have  some  relation  to  each  other  and  might  be  used  to  a  certain  ex- 
tent as  a  basis  for  the  determination  of  the  policy  to  be  followed  by 
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the  government  in  the  operation  o(  the  raiinMuk  while  ihejr 

in  T  ~  -      ^1.:..  f,y^  no  one  of  theee  provyoot  hateirw  been 

?(«!  I  t^m,  and  therefore  they  hmr^  no  partleular 

\vhioh  have  appealed  to  eeftain  groupa  of 
iiiiMi  iipoii  >MMMii  >%{!.■>  iiiiiiHt  at  given  timea  the  reapooaibility  for 
eolving  liithcult  problenm  in  public  relatione.  It  eeena  to  me  thai 
in  view  of  the  abeenoe  of  preoecienta  and  in  view  of  the  extraordiAary 
conditions  now  prevailing,  it  would  be  a  great  miitake  for  the  gov- 
ernment of  the  United  Statee  by  legMatiop  or  by  authoriaed  eo»- 
tractii  to  fix  the  annual  oompeoaaiion  to  be  paid  to  the  railroade  for 
the  rntirc  period  covered  by  governmental  operation  without  re- 
gard to  the  financial  developmente  in  the  railroad  buniMH  in  iha 
years  following  the  war.  In  my  judgment  it  would  be  better  to  lianii 
the  oompeniiation  featurea  of  the  present  arrangement  to  a 
period,  say,  until  the  end  of  one  or  two  yean  following  the 
of  hostilities,  leaving  for  subsequent  readjustment  a 
of  the  earning  power  of  the  roads  under  the  conditions  preraiMag 
after  the  war. 


GOVERNMENT  OPERATION  OF  AMERICAN  RAILROA] 
By  Clifford  Thornb 

The  government  operation,  and  possibld  ownership,  of  Ameri- 
eao  railroads  presents  some  issues  of  law  and  public  policy  that  will 
be  of  commanding  importance  during  the  next  few  years.  It  will 
be  well  for  every  citissen  to  have  a  clear  grasp  of  some  of  the  funda- 
mental facts  about  which  this  contest  will  be  centered. 

Government  operation  is  a  great  experiment,  and  is  fraught 
with  many  possible  consequences  of  the  first  magnitude.  Our  ol 
ject  will  be  to  outline  briefly  some  of  the  essentials  of  the  plan  now 
pending  in  Congress,  how  that  plan  differs  from  the  one  adopted  in 
Great  Britain,  and  we  will  present  a  discussion  of  two  or  three  of  the 
principal  objections  which  have  been  offered  to  the  pending  meas- 
ure, with  sp)ecial  reference  to  the  compensation  proposed  in  this 
greatest  financial  transaction  in  the  history  of  the  world. 

Our  object  is  not  to  produce  an  historical  monograph  for  the 
antiquarian  of  the  future  to  mull  over,  nor  a  dissertation  on  the 
many  knotty  constitutional  and  other  legal  problems  involved. 
Both  of  these  tasks  would  be  interesting  and  instructive,  perhaps. 
But  there  are  a  few  vital  issues  of  public  policy  involved  in  the 
legislation  now  pending  which  present  real  live  questions  worthy  of 
the  consideration  of  every  citizen,  and  it  is  our  purpose  to  discuss 
these  issues.  Unless  we  are  gravely  in  error  the  railroad  question 
will  now  be  forced  into  national  prominence,  surpassing  that  whi< 
it  has  occupied  for  many  years;  and  every  man  who  has  the  re- 
sponsibility of  representing  the  people  on  this  subject  will  be  called 
upon  at  some  future  time  to  render  a  strict  accounting  for  his  acts 
of  V  today. 

To  understand  clearly  the  discussion  and  appreciate  the  relar 
tive  importance  of  matters  considered  it  is  necessary  to  have  a  true 
conception  of  the  object  of  taking  over  the  railroads,  and  what  it  is 
eztwcted  to  accomplish  by  that  act. 

At  the  moment  of  supreme  test,  when  the  public  interest  d' 
manded  the  highest  eflSciency  in  our  transportation  system,  private 
operation  broke  down  and  the  government  had  to  come  to  the 
raseue.    Precisely  the  same  thing  occurred  in  Great  Britain.    This 
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did  not  happen  in  the  othar  greal  dTilimd  eoonlriaf  wnMh!  in  the 
prcscDt  war,  beeauM  ib^  bad  abeady  taken  ow  tba  opantion  oC 
inoMt  of  tbeir  raibtMul  tystemt  many  yean  aco  li  it  a  noitPorUy 
fact  that  not  one  of  tbeae  otber  nations  found  it  adviaabfta  lo  fo  baok 
to  private  operation  wben  tba  eriaia  came.  Tba  only  natiooa  wttak 
found  it  neeeaaary  to  make  a  ebaafla  in  ibair  matbodi  af 
with  their  railroada  ware  ihoae  wbiob  subaiiioted 
operation  for  private  operation. 

The  incidents  leading  up  to  tbia  memorable  aveni  in  tba  biatory 
of  American  railroads  are  interesting.  For  aavan  yaaia  our  railway 
"TTipaniaa  have  maintained  a  national  combination  for  the  pwpoaa 
:  forcing  general  advanoea  in  freight  ratea.  During  tbia  period 
Heveral  cases  involving  ooloasal  auma  of  money  have  been  woo  and 
\n^t  In  the  fall  of  1917  the  eastern  and  weatem  railroada  aakod  tba 
1 1  '  <  rstate  Commerce  (Commission  for  a  reopening  of  tba  naiahraloci 
1  1!  teen  Per  Cent  Advance  Rate  Case.  In  the  spring  tbey  bad  k»t 
the  case  on  approximately  threc-fourtba  of  tba  traffic  in  tba  Unilad 
States.*  The  sum  involved  in  this  one  proceeding  was  stupaodooa, 
aggregating  approximately  four  hundred  million  dollars  annually,  or 
5  per  cent  on  eight  billion  dollars,  which  is  more  money  than  tbe 
total  cost  of  the  Civil  War.    It  is  difficult  for  the  human  brain  to 

prehend  such  figiures.    The  sum  exceeds  that  involved  in  any 

r  case  between  private  parties  in  the  history  of  eiviliaalaoo. 
ring  the  course  of  the  year  1917  our  government  floated  a  war 
loan  of  a  Uttle  laea  than  seven  billion  dollars,  which  baa  bean  de- 
scribed as  the  greateet  in  human  history.  Announcement  bas  bean 
made  that  during  the  coming  year  the  government  will  need  twenty 
billion  dollars  more  money  for  war  purpoaes. 

At  this  critical  moment  tbe  eastern  railroads  announced  that 
if  the  advances  tbey  were  then  asking  ware  granted  in  full  tbe  aar> 

*  In  1911  tbe  nubosds  lost  their  advsDoed  raU  eani  eompleMy.  la  tbe 
nprioc  of  1914  they  lost  the  5  per  oent  case  od  sppwwlnMiMy  90  per  eent  of  tbe 
iraffiefaiTQhred.  On  rehearing  fa  the  feP  of  1914  tbe  Intwslsts  OosMpews  Obss» 
ini^inn  granted  tbe  eestwn  railroeds  tbe  5  per  oent  on  i|nsiiiiiaalsi|  flO  per  SMl 
ulUie tonnage faTolTed.  In  191& tbe weetarn raihoade lost thdr eate on epp»eri 
mately  80  per  oent  of  tbe  tonnage  faTohred.  In  the  firing  of  1917  tbe  east  era 
raada  were  granted  a  15  per  oeot  advance  on  approrimaleiy  two-Uibde  of  tbe 
traflie  favohred,  and  the  wettern  and  ooutbera  roads  k)St  tbeir  ease  on  ap|voii- 
raately  everything  anept  eoal,  eoke  and  iron.  These  igons  srs  arttesSai  only, 
of  indhrkhial  ehaaflH  fa  rates  have  ben  sMda  tan  tiBM  la  tiMu 
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r?'  nmnociiately  and  request  another  15  per  cent. 

'1  -  had  just  appHcd  for  a  reopening  of  their  case. 

mending  cycle  of  advances,  advances,  advances,  was  appalHng. 
The  railroads  over-played  their  hand.  At  this  moment  the  shipjiers 
for  the  first  time  during  all  these  proceedings  from  1910  to  1917  took 
the  position,  as  one  of  two  or  three  alternatives,  that  the  time  had 
finally  arrived  for  the  government  to  take  over  the  operation  of 
American  railroads.  They  urged  the  Commission  to  make  tliis 
reconmiendation  to  Congress  under  the  provision  of  the  Act  to 
Regulate  Commerce  requiring  the  Commission  to  make  suggestions 
concerning  important  legislation  affecting  our  transportation  system. 
Within  three  weeks  the  Commission  made  a  report  to  Congress 
naming  government  operation  as  one  of  the  two  alternatives  which 
should  be  adopted  by  the  government,  and  within  six  weeks  the 
President  took  over  the  railroads. 

Immediately  after  the  suggestion  of  government  operation 
was  made  by  the  shippers  the  proposition  was  bitterly  fought  by 
the  railroads.  Interviews  against  the  measure  were  given  out  by 
leading  railway  executives.  Newspapers  and  magazines  with  well 
recognized  railroad  sympathies,  severely  criticised  the  proposition. 

When  the  government  operation  of  railroads  appeared  inevi- 
table the  railroad  officials  reversed  their  attitude,  and  quickly  estab- 
lished intimate  relations  with  the  government  officials  engaged  in 
drafting  the  necessary  legislative  measures.  The  wisdom  of  thi.s 
procedure  was  self-evident  and  it  bore  fruit  in  abundance,  as  we 
shall  see. 

Essentials  of  the  Plan  Now  Pending  in  Congress 

Shortly  after  the  reconvening  of  Congress  in  December,  1917, 
a  bill  was  introduced  in  both  Houses  establishing  the  plan  of  govern- 
ment control.  This  measure  contemplates  the  government  opera- 
tion of  the  principal  railroad  systems  in  the  country  under  the  im- 
mediate direction  of  one  man.  To  fill  this  responsible  post  the 
President  has  selected  the  Honorable  Wilham  G.  McAdoo  as 
Director  General.  Under  the  provisions  of  this  bill  the  President 
is  authorized  to  guarantee: 

1.  Regardless  of  how  high  the  cost  of  labor  and  supplies  may 
go  during  the  war,  the  average  net  railway  operating  income  for  the 
three  yean  ended,  June  30,  1917,  plus  additional  compensation  for 
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all  improvements  built  iiinoo  that  cUto  out  of  new 
ment  loam,  or  eamingii  from  operation. 

2.  To  adequately  maintain  the  propertiee. 

3.  To  maintain  railway  eredit  by  loaning  all 
for  improvomcnte  and  beitermentf. 

4    Tu  return  the  propertiee  at  the  end  of  the  perioil  in  m  mood 

I  as  when  taken. 

ii  niitiafaotory  agreements  cannot  be  effected  with  any  camen 

th«  President  has  the  option  of  increasing  the  eompeMation  pfo> 

ig  exceptional  reasons  exist,  or  the  matter  may  be  refened  to 

iM>tird  of  referees,  and  upon  failure  to  agree  the  whole  mettw  m 

flubjoct  to  trial  in  the  court  of  claims.    Allowing  for  the  ioeritable 

increases  for  companies  not  accepting  the  proposed  nnmpwuition, 

ihe  total  sum  guaranteed  will  probably  exceed  one  t^^ifsnd  mil- 

lion  dollars  annually.    (The  Senate  Committee  on  Interstate  Oom- 

ueree  estimates  this  at  $955,000,000  to  $960,000,000,  if  all  roads 

hould  accept  the  original  guarantee;  but  there  are  many 

whose  earnings  have  been  squeeied  down  by  the  larfe 

111  the  divisions  of  through  rates.    The  large  oompaniss  under  the 

provisions  of  the  bill  will  continue  to  get  these  excessive  i>^rwtt»g«^ 

And  the  8inall  roads  will  go  into  court,  as  provided  in  the  bill,  in  order 

>  secure  additional  compensation.     A  railroad  system  like  the 

i  Pennsylvania  will  increase  its  standard  return  above  the  avermfs 

f  the  three-year  period   in  the  following  manner:  the  parent 

ompany  will  accept  the  guaranty  provided  in  the  bill  and  the 

ubsidiary  will  go  into  court — and  thai  «ti6s»diary  moff  b$  owwsrf 

'mplMy  hy  the  parent  company.    The  settlement  iboiild  be  bgr 

iiystem."    The  original  bill  so  provided  it;  but  a  clever  nhsngT 

VIS  made  specifying  a  "railroad"  or  a  system.) 

The  total  bonded  indebtedness  of  American  railways,  m  of 
June  30,  1017,  was  $10,021,730,075;  and  the  capital  stock  outstand- 
ing in  the  hands  of  the  public  was  $6,314,570,354.    After  the  pay^ 
nent  of  all  interest  the  railroads  as  a  whole,  under  the  |wopesed 
tnty  will  earn,  net,  approximately  8}  per  cent  on  all  their 
^)'.ud  stock  outstanding;  this  includes  the  rich  and  the  poor,  water 
md  all.    Think  of  Bul)8tituting  for  the  six  billion  dollars  of  railroad 
locks  in  this  country*,  six  billion  dollars  worth  of  8}  per  cent  gov- 
•^^ 'Mcnt  bonds.    It  is  true  the  companies  cannot  increase  their 
unds  during  the  period  of  federal  control  without  the 
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oi  tbe  ii^resident;  but  there  is  nothing  to  prevent  the  distribution  of 
the  aooamulated  surplus  after  the  war  is  over.  In  the  case  of  a 
bond  the  government  takes  your  money  and  at  the  end  of  the  period 
returns  your  money,  paying  interest  in  the  interim.  Likewise, 
under  the  plan  of  federal  control,  the  government  takes  the  prop- 
erty of  the  railway  company  guaranteeing  to  return  the  property 
at  the  end  of  the  period,  in  as  good  a  condition  as  when  taken,  and 
also  guarantees  an  annual  return.  Here  we  have  all  the  essentials 
of  a  government  bond — the  payment  of  the  principal  and  interest. 

We  are  shielding  the  railroads  from  the  effects  of  the  war;  we  are 
protecting  them  from  all  advances  in  the  cost  of  materials  and  in  the 
cost  of  labor;  we  are  guaranteeing  the  railroads  their  net  income 
earned  during  the  most  prosperous  three-year  period  since  the  steam 
eng^e  was  invented — regardless  of  what  may  happen  to  their 
expenses. 

During  the  years  1916  and  1917  American  industry — including 
our  railroads — received  the  profits  from  the  very  large  demands 
occasioned  by  the  European  war,  without  being  compelled  to  suffer 
the  attendant  losses  that  must  inevitably  follow  our  own  active 
participation  in  the  struggle.  The  result  was  that  American  indus- 
try in  practically  all  lines  reaped  tremendous  profits.  That  excep- 
tional condition  ceased  when  we  entered  the  war.  The  earnings 
during  such  a  period  do  not  constitute  a  just  criterion  of  normal 
earnings  before  or  after  that  period. 

Consider  a  few  of  the  circumstances  which  make  this  true. 
When  the  war  was  thoroughly  in  progress  large  demands  for  clothing, 
food,  and  war  munitions  came  from  the  European  countries — de- 
mands far  in  excess  of  what  they  required  in  former  years,  because  a 
large  per  cent  of  their  population  was  not  engaged  in  productive 
pursuits,  and  because  of  the  enormous  consumption  of  munitions 
which  did  hot  exist  in  former  years.  On  the  other  hand,  our  indus- 
trial population  was  not  depleted,  and  the  ordinary  traffic  among 
our  own  people  still  continued.  The  excess  demand  from  Europe 
was  a  net  gain  of  vast  proportions.  All  American  business  felt 
this  tremendous  stimulus. 

In  1916  the  net  earnings  of  American  railroads  as  a  whole 
suddenly  increased  to  an  amount  that  was  two  hundred  million 
dollars  greater  than  ever  before  in  their  history.  In  1916  the  net 
income  of  the  eastern  railroads  above  all  their  expenses,  taxes,  and 
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iotarwi  on  debt,  iiflaactod  aoy  oihar  ywu*  by  mon  Umb  fix|y  orf^ 

^ioM,  an  inereaae  of  ovep  27  per  cent.  Then  ineraiMt  wm9  vary 
markable.  Nothing  like  thii  bad  ever  oeeuried  belora  io  the 
history  of  our  country.  The  earninga  of  aoiiie  onminnbi  had 
•hown  phenomenal  inoreaaea  at  timea,  while  oihen  might  raoMia 
stationary  or  deoline;  but  an  inerease  of  thia  eharaetar  in  the  whole 
industry  waa  phenoinonul.  The  fiscal  year  1017  ahowed  net  eani- 
mgs  surpassing  any  other  year,  with  the  single  ezeeptMMi  of  1916. 
i\m  condition  in  the  railroad  industry  waa  aimply  aaalogoos  to 
what  occurred  generally  throughout  the  nation. 

But  what  will  follow  our  own  participation  in  the 
when  we  are  on  the  same  war  footing  as  our  allies7 

First — one  to  five  million  active,  strong  men  in  the 
'^f  their  youth  are  to  be  taken  from  our  farms  and  factories.    TIm 
Tect  on  the  cost  of  labor  and  supplies  is  self-evident. 

Second — it  will  be  impossible  for  many  industriea  to  eontinoe 
f'ocauso  ultimately  we  will  have  to  concentrate  our  work,  aa 
over  before,  on  the  real  necessities  of  life,  in  order  to  prodnee 
them  in  sunicient  volume  to  meet  the  increased  HfmfWHtt^  with  a 
deoreased  industrial  population.  The  same  thing  baa  oeeurred  in 
the  leading  European  countriee  engaged  in  the  war. 

i  --capital  will  be  extremely  difiScult  to  secufe,  and  will 

^ i  exorbitant  rates.    The  war  needs  of  the  government  will 

demoraUse  the  money  markets.    Some  conception  of  this  may  be 

gained  when  a  person  realises  just  how  much  mon^  the  goverD- 

ment  will  require  to  carry  on  this  task  of  waging  a  war  on  another 

>ntinent.    The  chief  creditors  of  a  government  are,  ordinarily,  ita 

own  citisens.    When  their  funds  are  drained,  interest  ralea  go  aksr- 

ward.    A  short  time  ago  Anglo-French  5's,  which  have  behind  Umoi 

le  combined  credit  of  England  and  France,  were  selling  on  a  M 

per  cent  basis.    City  of  Paris  6's  have  been  selling  on  a  12J^  per 

M*nt  baais.    British  consols — ^long  considered  the  premier  eeeurily 

f  the  world — have  been  selling  at  a  yield  ranging  from  5  to  6  per 

•nt.    The  5)  per  cent  bonds  of  Great  Britain  which  haTO  but  ItUle 

i^k  connected  with  them,  coming  due  next  year,  wera  selling  durnif 

the  closing  weeks  of  1917  on  an  8.6  per  oent  baaia.    Tbeae  govacB- 

ment  bonds  in  the  past  have  been  sold  on  a  baaia  raagiBg  horn  2  to  4 

n«r  cent.    When  United  States  government  bonds  are  aold  on  a  6  or 

per  oent  baais,  you  will  find  industriala  selling  on  a  10  or  12  per 
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oent  bams,  and  the  market  values  of  industrial  securities  will  decline 
aeoordioKly. 

During  1917  there  was  a  slight  recovery  in  money  rates  in  Great 
Britain,  due,  undoubtedly,  to  our  entrance  into  the  war,  and  our 
furnishing  much  needed  capital  for  some  purposes.  After  the  first 
effect  of  that  has  passed,  and  money  for  investment  purposes  in  t)i 
United  States  becomes  scarce,  it  is  inevitable  that  the  declines  in 
security  values  will  begin  again  on  both  continents.  The  extreme 
western  portion  of  the  United  States  has  felt  the  pressure  less  than 
any  other  part  of  our  country.  Today  money  is  being  loaned  for 
extended  periods  to  private  companies  in  California  on  a  lower 
basis  than  the  securities  of  the  British  government  are  being  sold  on 
the  London  market. 

During  the  next  few  years  it  is  certain  that  many  individuals 
and  companies  will  be  unable  to  secure  labor  or  materials  except 
at  enormous  prices,  and  new  capital  will  command  very  high  rates. 
Coupled  with  this  increased  cost  of  operation  the  market  for  many 
products  will  be  partially  or  wholly  destroyed. 

We,  as  a  people,  have  not  realized  that  which  is  inevitable  if 
this  war  continues.     The  sooner  we  come  to  a  reahzation  of  the  true 
situation,  the  better  it  will  be  for  all  of  us,  and  the  more  intelligent  I 
will  we  deal  with  the  great  problems  pressing  upon  us  for  decision. 

A  document  recently  published  for  the  purpose  of  encouraging 
investment  in  hberty  bonds  states  that  our  government  will  requii 
approximately  twenty  billion  dollars  annually  for  war  purposes. 
The  total  income  of  the  country  has  been  estimated  at  about  forty 
billion  dollars.     In  other  words,  continues  this  publication,  ever 
citizen  will  be  expected  to  contribute,  on  an  average,  one  half  of  his 
entire  income  to  the  prosecution  of  the  war,  either  in  the  payment 
of  taxes  or  the  purchase  of  bonds.     Contemplate,  for  a  moment 
the  effect  of  that  on  the  many  manufacturing  concerns  which  are  not 
directly  connected  with  the  war.     Vast  sums  will  be  concentrated  in 
this  one  line,  which  formerly  went  out  into  all  the  varied  industrial 
activities  of  a  great  nation.     Many  industries  will  be  demoralized, 
some  will  be  destroyed,  and  thousands  of  business  men  will  be  forced 
to  the  wall. 
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Tiia  Pboobui  of  thb  Railway  Fuf ancw 

With  a  full  appreoimtioD  of  juit  what  it  in  store  for  tho  avwufi 

man  let  ua  now  oonader  what  the  keen,  able,  far-«ighied  raOroad 

finanoien  are  trsring  at  this  moment  to  force  through  Om^pnm, 

in  the  name  of  ''patriotism/'  with  just  as  little  debate  aa  poarifalab 

in  advance  of  the  treacherous  times  that  are  to  eome,  and  befora 

the  great  body  of  our  citisens,  or  their  representatives,  have  paiiasd 

to  look  fomnrd  into  the  future,  before  they  have  awakened  to  tha 

real  t^ituntion  which  confronts  us  as  a  nation.    We  do  not  elain 

that  railroad  officials  have  no  patriotism.    There  is  no  daas  of 

men  in  America  that  are  more  patriotic.    We  simply  deooanco  tJds 

constant  attempt  to  increase  the  net  revenues  of  railway  eompanisa 

under  the  subterfuge  of  patriotism.    This  is  patriotic 

loss. 

.     hension  of  just  what  the  proposed 

beet  be  obtained  by  considering  a  few  concrete 

J.  6.  Baohe  and  Company,  of  New  York,  have  made  an  analyiii 

of  the  propoeed  guaranty  for  a  number  of  railroad  systeina.    Ao- 

l;  to  their  computations,  the  New  York  Central  will  receive 

12.4  per  cent  on  its  conmion  stock. 

During  the  past  six  years  the  stock  of  the  New  York  Central 
has  never  commanded  on  the  market  a  price  as  high  as  120,  and  yai 
we  propoee  to  give  the  equivalent  of  a  government  bond,  bearing  a 
rate  of  over  12  per  cent  while  the  war  lasts,  to  the  New  York  Central 
>€kholderB. 
The  Bache  Company  estimates  the  return  on  the  Pennsylvania 
aloek  to  be  8.54  per  cent;  the  Chicago  and  Northwestern  9.27  per 
eent;  the  Delaware,  Lackawanna  and  Western  37.31  per  cent;  and 
the  Reading  17.71  per  cent. 

The  following  table,  compiled  by  the  statistical  departmeoi  of 

the  Interstate  Coomieroe  Commission,  shows  all  of  the  companies  in 

Ue  United  States  earning  5  per  eent  or  more  on  their  capital  atoeL 

his  Uble  states  what  the  various  eompaniea  will  earn  on  Ibeir  aloek 

idcr  the  three-year  guaranty.    (This  appears  in  print  for  the  firrt 

ume  in  the  Minority  report  of  Senator  Cununins.) 
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CapiUl  stock 

actually  ouUUnd- 

inf.    Aranca  (or 

tbtthrwywtf* 

Jun«80, 

1917  (B) 

(«) 


Average  net 
inoome  for  the 

three  year* 

ended  June  30. 

1917  (C) 

(d) 


KuftwaM  Dnrmicr 

R.R.CO. 

M«w  York  CMitnl  R.  R.  Co. 

Bnhe.  4  (Ndo  R.  R.  Co. 

PMsmrhrBain  Co. • < 

PbOa.  4  Readinc  Ry.  Co. 

IMm  I-aek.  4  Wn.  R.  R.  Co 

P«k.  Oa.  Chco.  4  81.  L.  R.  R.  Co. 

Labigh  Valley  R.  R.  Co 

Ctov.  On.  Chie.  4  St.  L.  Ry.  Co. . . 

MOaU^a  Central  R.  R.  Co. 

Caattal  R  R.  Co.  of  N.  J 

Dakware  4  Hudaon  Co 

PMk.  Balto.  4  Waah.  R.  R.  Co.. . . 

Pitta.  4  Lake  Erie  R.  R.  Co 

Bsfa.  JoBet  4  En.  Ry.  Co 

Maiaa  Caatral  Ry .  Co 

Boff.  Roah.  4  Fga.  Ry.  Co 

BwiimBr  4  Lake  Erie  R.  R.  Co. . . . 

CMeaco  4  Em  R.  R.  Co 

BoaUac  Valley  R.  Co 

iraotJ.4  8aaahoreR.  R.CO. 

Caattal  New  E.  Ry.  Co 

N.  Y.  Phila  4  Nor.  R.  R.  Co. 

Rutland  R.  R  Co 

4  ArooatookR.  R.Co 

VaL  R.  R.  Co. 

4  Miehigan  Ry.  Co 

LaUgh  4  N.  E.  R.  R.  Co 

G^^  Tarn  H.  4  8.  En.  Ry.  Co. . . 
LahWb  4  Hodaoa  River  Ry.  Co.. . . 

Ry.Co. 

Nn.  R.R.CO. 

Port  Raadlag  R  R.  Co 

Dat.  4  Toledo  8.  L.  R.  R.  Co 

Bal.  4  Boa.  R.  R.  Corp 

Blataa  la  R.  T.  Co 

OMffoit  4  Made  Ry.  Co 

Total.         


$499,190,667 

249.676.128 

210,809.812 

80,000.000 

42.481.700 

42.220,400 

67.611.723 

60,608.000 

67.027,200 

18,736,400 

27.436.800 

42.602,600 

26,671,000 

31,991,200 

10.000.000 

18.199.317 

16,500,000 

600.000 

100,000 

10.999,600 

10,317.983 

8.547,200 

2.500.000 

9,150.300 

4.079.067 

6.333,560 

9.000.000 

6.000,000 

4.300,000 

1.340.000 

3.809.333 

3,000,000 

2,000,000 

1,428.000 

7,000,000 

600,000 

2.960,000 


$44,634,939 

32,367,269 

12,286,229 

9,637,869 

10,916,876 

13,890,660 

4.668,693 

7,169,999 

6,048,902 

3,463,464 

6.656,776 

5,437,647 

2,941,156 

7,637.923 

945.239 

1.606.075 

1,660.021 

8,236,080 

70,449 

1,313,129 

691,139 

717,666 

893,608 

676.661 

337,808 

1.280,684 

991.666 

819,722 

234.761 

874,916 

362,809 

268,673 

182.547 

348.020 

496.203 

160,119 

218,976 


$1,693,322,780 


$182,921,748 
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UHMb  Cw«ral  R.  R.  C». 

L4MitevUk  A  NmIivOI*  R.  R.  Co 

Noffalk  A  W«|«ni  Ry.  Co. 

nriir  i*^    "^'    "       

AlkalU  CoMi  Um  R.  R  Ca.. 

OMrttml  at  Oaorgk  Rjr.  C» 

NMkvilto,  O^lfiww  A  81  Lottta  Ry   . . . 

y  obi*  A  Ohio  R.R.CO. 

OMluAti.  N««  OriMM  A  T\na«  ?mMt  Rj 
Co. 

n>ffU»  EmI  CoMl  Rjr.  Co. 

AkbuM  QfMt  SovllMra  Rjr.  Co. 

Nw  OrlwM  A  N«nii  BmIwb  R.  R.  Co.. . . 

I    Wkkm 1.  F^wlwWiibmi  A  TtAmma  R.  R. 

I       Co. 

-H^lk  SiMlten  A  Plerida  Rjr.  Co. 

«H«ta«  A  WmHtn  CuoOm  Ry.  Co.  . 

v.olf  A8bipbbadR.R.Co. 

AkiMM  A  VMobwi  R.  R.  Co. 

Wmklmglam  A  BoallMni  Rjr.  Co. 

Alkau  A  Wc^  Poiat  R.  R.  Co 
'     W«fUrn  lUOway  oT  AUibatn* . . 
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CapiUl  stock 
actually  outstand- 
ing.   AToraaefor 
the  thrM  yean 
ended  June  80, 
1017  (B) 
(0 

Average  net 
income  for  the 

three  years 

ended  June  80. 

1917  (Q 

(d) 

Average 

per  cen  t  of 
net  income 
to  rapital 

stock 

(d)  +  (e) 

(o) 

Wavmuf  Dunuor 
AtaUMi.  Topdtt*  SmU  Fe  Ry.  Co 

niiifcMB  riiiiii  Til 

$882,828,877 
276,725,239 
288,885,167 

(G)      110389,100 
157,691,852 
249.361.866 
347,283,000 
321,836.100 

(G)        37.810.200 

100.000,000 

32.756.110 

29.816,000 

4,112.600 

(G)        25.000,000 

10,000,000 

5,333.333 

9,243,800 

804,600 

500,000 

(G)             469,000 

6.171,667 

3.360.000 

2.000,000 

4.999.300 

1.920.000 

767.000 

100.000 

1.020,000 

3.770.000 

$32,230,021 

17.933.726 

14.336.613 

(G)     24.444.045 

10,040.615 

24,021,887 

24,287,781 

31,018.338 

(G)      4.671.790 

9.381,016 

2.548,330 

3,864.462 

4.693.088 

(G)      2,190,198 

1.089,368 

3,040,987 

1,297,029 

389,097 

263,544 

(G)            83.685 

1.406.681 

802.684 

879.907 

299.634 

234.199 

171.619 

162.636 

117.936 

837.314 

Ptrctnt 
9.70 
6.60 

^'niir.  MBwmttkM  4  Si.  Paul  Ry.  Co.  . . . . 

rMiao.B«tiagtoD4QttiiicyR.R.Co 

rWiMtn  A  Northwwtern  Ry.  Co 

6.15 

(G)  22.05 

10  18 

Qfwt  Nofthwa  Ry.  Co.                   

NoffthMB  PMifl«  Ry.  Co.               

9.63 
9  87 

U^oo  Pateiflo  R.  R.  Co 

9  34 

Min— polfa.  St.  Paul  4  SU»  Marte  Ry 

Onmm  Short  Line  R.  R.  Co 

TWa»4PMi6cRy.  Co.  (R«o.) 

(G)  12.09 
9.38 
0.58 

CMmv>.  St.  Pftttl.  MinuMpolb  A  Oiuha  Ry. 
Co. 

9.67 

Dohrth,  MkMbe  A  Northern  Ry.  Co 

n  Fmo  Sottthwwtem  Co 

114.12 

(G)     8.78 

10.88 

38  27 

BowCoo  *  TesM  Centrml  R.  R.  Co 

IM«th  4  Iron  Rangn  R.  R.  Co 

Fcft  Worth  A  Denrer  City  Ry.  Co 

14  03 

PlMihnadlo  A  Santa  Fe  Ry.  Co 

64  37 

81.  Loob.  BrowaaviOe  Si  Mexico  Ry.  Co 

CMmmi,  Roek  bland  A  GuU  Ry.  Co 

BteilMm  A  narfWM  Ry  Co 

62.71 

(G)  17.84 

22  78 

LodWaaa  Weatfom  Ry,  Co 

23  89 

Novada  Northern  Ry.  Co 

43.99 

ViekaburB.  Shrereport  A  Pacific  Ry.  Co 

HoMloo  East  A  Weet  Texas  Ry.  Co 

Cripple  Greek  A  Colorado  Spnnce  Ry.  Co.  . . 
Colnmdo  *  Wymninc  Ry  To 

6.99 

12.20 

22.67 

162.64 

WkUla  Valky  Ry.  Co 

11.66 

AriaoiM  4  New  Mexico  Ry.  Co 

8.58 

Total 

S2.2 10.636.811 

$220,076,073 

9  96 

An  important  objection  has  been  made  to  statements  con- 
cerning the  guaranteed  net  income  on  capital  stock.  Net  in  conn 
under  the  Commission's  system  of  accounting  includes  not  onl} 
earnings  from  operation  but  income  from  outside  investments.  Thr 
government  does  not  guarantee  these  outside  revenues.  Another 
objection  which  can  be  made  to  the  computations  quoted  above  is 
that  they  fail  to  show  system  figures.  A  parent  company  may 
have  several  subsidiaries  that  do  not  earn  much  on  their  out- 
standing capital  stock. 
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ERRATA  NOTICBB 

On  Pace  93  of  Volume  165  of  The  AnnaU  tor  Maivh,  1018,  tha 
heading  Ot  last  column  of  table  should  read  aa  follows:  "Awacs 
per  oent  of  net  income  to  capital  stock  (d)  -•-  (c)  *'  instead  of:  *'  Aver- 
age per  oent  of  net  income  to  capital  stock  (d) -•-((»).** 

Table  00  page  94  should  read  aa  follows: 


If  17(B) 

(«) 


Atfltoiaoo.  i  opssa  *  tmnta  F«  RjT.  Co. 

Ca 

MlhnMkM  a  81.  Paol  Ry.  C<K 

BoHi^lM  a  Q«la«y  R.  R.  Co. 

Chh^o  a  WortliiwMta  Ry.  Ca 

Gr«t  NarttMra  Ry.  Co. . . 
NortlMni  Pbdfto  Ry.  Co. . 

UaiM  PMiSe  R.  R.  Co. 

MiMM^oSi.  St.  PiMl  a  8I«  Mwi*  Ry 

0n«M  8ho*t  Um  R.  R.  Co. 

Tmm  a  PMlte  Ry.  Co.  (Rm.) 

Cy«MD.  81.  PmL  lliBMm»oib  a  Onwh*  Ry.  Ca 

Dvhilh.  MiMba  a  NorthwD  Ry.  Cow 

n  Pmo  SouthwwIwB  Co. 

Howloo  Md  CMtari  TtaM  R.  R.  Co. 

DvhHli  a  Iron  Uum  R.  R.  Co 

rwi  Worth  a  Dmtm  Ctty  Ry.  Co 

PMbMMlk  a  SoDta  P«  Ry.  Co. 

81.  U«k.  BffowMvflb  a  Moiieo  Ry.  Co. 

CTilw^B.  Rodk  Uoad  a  Golf  Ry.  Co. 

aOuSrfdRy.Coi 

Ry.Co. 

NcvadA  NortlMni  Ry.  Co. 

VMnbwi.  flkfovvport  a  PMtt«  Ry.  Ca 

HomtBB  BMt  a  Watt  Tmm  Ry.  Ca 

CHppl»Cli>kaColowdo8n«i^Ry.Cd 

CohndoMdWyoalvRy.Oa 

WkUiAVaBvRy.Ca 

AriMM  a  N*«  »f«dM  Ry.  Ca 
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GOVBRNMBNT  OrBKATlON  OF   AllBnCAIf    RaIUIOAINI 


In  order  to  meet  both  of  these  objeetiofn  and  to  aeeartain  the 

al  effoet  that  such  modifieatkmi  would  have  oo  the  reeolte,  we 

ive  compiled  the  statietioi  for  the  raUroad  eyaleiM  hamfftpg  72 

par  cent  of  the  traffic  in  the  eaetem  district.    In  column  A  we  show 

*he  averaf^  dividend  rate  on  the  syetem;  in  column  D  the 

turn,  including  income  from  outeide  souroee  at  well  aa 

from  operation  during  the  past  three  years;  in  column  P  we  have 

..i:...;,.ut..4i  ail  income  from  outside  operations.    These  railroad  sya- 

r  the  government  guaranty  will  be  able  to  pay  all  of  their 

'nses,  taxes,  interest  on  funded  and  anfunded  debt, 

•>^'v .  and  have  enough  left  out  of  eamingi  from  opera- 

il  an  average  of  10  per  cent  on  all  their  oqrftal 

iHuiluiK  in  the  hands  of  the  public.    In  addition  to  this 

f  ^  ond  for  10  per  cent  during  the  war,  these  eompanies 

revenues  from  outside  sources.    During  the  past  three 

rside  income  has  averaged  over  $30,000,000  a  year. 

-  T>^n  compiled  from  the  exhibit  prepared  by  the 

in  the  Fifteen  Per  Cent  Case  before  the  Inter> 

ommission.    (See  table  on  p.  06.) 

ith  the  foregoing  statements  showing  the  situa- 

railroads,  under  the  propoeed  goverament  guar- 

tti  what  similar  table  (p.  07)  showing  the 

go...; ^ ..u.u^  ^a  the  roads  handling  86.60  per  cent  of 

the  traflic  in  Great  Britain.     Theee  earnings  should  be  further 
(iuced  by  reason  of  the  modification  caused  by  the 
:ige8,  a  portion  of  which  the  railroad  companies  have 

Summarizing  the  situation,  it  may  be  stated  that  the  railroad 
bill  now  pending  before  Congrees  proposes  the  following  guarantees 
made  on  behalf  of  the  government  of  the  United  States:  (1)  to 
turn  the  properties  at  the  end  of  the  period  of  government  control 
in  as  good  condition  as  that  at  the  time  they  were  taken  over;  (2)  to 
loan  the  railroads  all  the  money  necessary  for  betterments  and  im- 
provements, probably  at  the  rate  on  government  bonds;  (8)  to 
shield  the  large  prosperous  railroad  systems  from  all  future  in- 
creases in  the  cost  of  labor  and  supplies  while  the  war  lasts; 
0  to  protect  theee  larger  railroads  from  all  financial  hasards  of 
the  war  which  will  threaten  the  very  life  of  many  industries,  and 
nossibly  wreck  many  railroads  that  will  not  be  granted  a  govem- 
lont  guaranty;  (5)  and  to  guarantee  the  larger  railroads,  annually, 
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The  Annals  of  the  American  Academy 

that  will  be  sufficient  to  pay  all  their  operating  expenses,  taxes, 
interest,  dividends  and  surplus  equal  to  that  which  they  have  earned 
during  the  years  1915  to  1917  inclusive,  the  most  prosperous  thre( 
year  period  in  their  entire  history. 

It  18  also  proposed,  as  stated  by  the  author  of  the  major  portion 
of  the  bill,  that  the  shippers,  who  will  have  their  own  burdens  to 
carry  during  this  perilous  time,  will  be  expected  to  make  up  any 
deficit  of  the  government  in  the  guaranty  made  to  the  railroads. 

We  can  snufiF  out  the  life  of  our  boys  in  the  trenches.  ^^ 
can  wreck  many  industries.  We  can  blast  the  business  of  the  shori 
line,  the  poor  road.  But  when  it  comes  to  these  rich,  powerful  cor- 
porations, the  big  companies,  the  great  railroads,  we  heroically  an- 
nounce that  we  are  going  to  protect  them  from  the  effects  of  the  war. 
And  we  do  all  this  in  the  name  of  patriotism. 

To  the  Burlington  Railroad  we  say,  "You  now  have  a  stock 
paying  a  regular  dividend  of  8  per  cent.     While  the  war  lasts  please 
accept  this  22  per  cent  government  bond  in  lieu  of  that  railroad  stock. 
We  not  only  guarantee  you  this  22  per  cent  annually  on  your  stool 
but  we  guarantee  to  return  the  principal  in  full  in  this  manner 
after  the  war  Ls  over  we  solemnly  guarantee  to  give  back  your  pro| 
erty  in  just  as  good  a  condition  as  we  take  it."    This  has  all  tli 
essential  elements  of  a  22  per  cent  government  bond.     While  the 
war  lasts  the  government  guarantees  the  annual  payment  on  the 
stock,  and  at  the  end  of  the  war  the  government  guarantees  to  re 
turn  the  property  in  full.     Here  you  have  the  payment  of  the 
principal  and  the  interest.     Not  only  do  we  guarantee  to  the  Bur- 
lington annually  that  22  per  cent  on  its  capital  stock,  but  we  also 
guarantee,  with  all  the  wealth  and  resources  of  the  United  States 
government  back  of  the  pledge,  that  we  shall  pay  all  interest  charges 
on  all  its  funded  and  unfunded  debt,  maintain  its  properties  adr 
quately  and  efficiently,  and  present  to  the  Burlington  Railroad  an 
absolute  government  credit,   enabling   the    company  to    borrow 
all  the  money  it  may  need.    We  tell  the  BurUngton  Railroa 
to  go  ahead,  rehabilitate  and  improve  its  property  out  of  the 
public   treasury,   while   many   other   industries   are   being   pros- 
trated; and  then  don't  forget  to  take  that  little  check  annually 
for  22  per  cent.     We  do  all  this  in  the  name  of  patriotism. 

It  has  been  suggested  that  the  payment  of  these  large  earnings 
to  the  railroads  is  necessary  to  facilitate  the  sale  of  government 
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bonds.    How  will  it  help  the  sale  of  4  or  4)  per  eeni 

bonds  to  give  a  government  gunranty  to  rmilroad  ftooln 

to  10  per  oent  annually?    It  is  axiomatic  that  tha  higher  you 

*•  prevailing  rate  on  other  securities,  the  more  difficult  will  it  be  to 
aeW  government  bonds  at  a  lower  rate.  Where  ie  there  any  reeeon 
for  thinking  a  guaranty  of  10  per  oent  inelead  of  6  or  7  per  eeoi  on 

ilroad  stocks  will  facilitate  the  sale  of  government  boode?  Why 
hi'  kholder  part  with  the  10  per  oeDteeeurity  in  order  to 

pu  nor  oent  government  bond?    The  higher  you  make 

the  earniii.  abroad  securitiee,  the  more  diffieult  will  it  be  to 

p«  '  stockholder  to  part  with  his  eecurity.    The 

loK.  ating  a  10  per  oent  or  20  per  eent  retuni  oo 

r.iilroad  stock  in  order  to  help  the  sale  of  4  or  6  per  oent  govemmeot 
b<  -        ,  of  the  usual  stalemanlike  etapidity 

%\  -vitiee. 

<  Hir  first  task  is  to  win  the  great  war,  but  that  cannot  be  used 
throw  dust  in  our  eyes  on  matters  of  juetioe  as  between  the  eiti- 

iis  of  this  country.    There  are  some  offenses  that  eaanot  be  eom- 

mitted  with  impunity,  even  though  they  be  done  in  the  name  of 

tism.    We  are  patriots  first,  last,  and  all  the  time;  but  we 

I  fools.    There  is  such  a  thing  as  camouflage  in  the  demagogie 

panegyrics  of  the  politician  who  does  everything,  big  and  little,  right 

or  wrong,  in  the  name  of  patriotism. 

Tkrmination  or  GovnunoBNT  Control 

The  measure  originally  presented  provided  no  definite  tmie  for 

the  termination  of  the  government  operation  of  our  railroads.    Tbe 

Senate  Committee  amended  this,  limiting  the  time  to  eighteea 

onths  after  the  t<  ion  of  the  war.    The  House  Coauiiittee 

•\8  amended  the  bi  t  ing  the  time  of  operation  to  a  period  of 

two  years  after  the  war.    The  possible  effect  of  no  limit  on  t  he  period 

of  Mient  operation  has  precipitated  vigtmNii  diwiMwnn  from 

hi  ■  riends  and  opponents  of  government  uwiMiililp.    Varkme 

ad  conflicting  claims  have  been  made.    Whatever  poliey  is  sob> 

aequently  adopted,  it  is  quite  essential  that  a  substaatiiil  period 

ffhall  eUpse  during  which  neoessary  legislation  can  be  enacted  to 

oet  the  situation  then  existing  and  providing  for  the  neeeseary  ae- 

.  counting.    There  is  no  doubt  but  what  Congress  will  limit 

'  period  of  government  operation.    Aa  the  time 
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entire  subject  of  governniciit  ownrrship  versus  private  ownership 
will  be  foroed  into  promiiaiuo. 

JUBISDICnON  OP  THE  INTERSTATE  COMMERCE  COMMISSION 

Practically  everyone  recognises  the  necessity  for  concentrating 
the  operation  of  American  railroads  in  the  hands  of  the  Presiden 
during  the  emergency  now  confronting  the  nation.  Another  ques- 
tion, however,  has  arisen.  This  relates  to  the  jurisdiction  of  th(; 
Interstate  Conmierce  Commission  over  rates  and  charges  of  tli 
railway  companies.  At  the  present  writing,  the  committees  in  the 
two  houses  of  Congress  are  divided  on  this  proposition;  the  Senate 
Committee  recommended  a  bill  giving  power  of  initiating  rates  into 
the  hands  of  the  President,  and  leaving  the  jurisdiction  with  the 
Commission  to  finally  determine  the  reasonableness  of  any  and  all 
changes  under  the  Act  to  Regulate  Commerce  and  the  amendments 
thereto.  The  House  Committee  has  declined  to  accept  this  amend- 
ment to  the  bill  as  originally  proposed.  This  is  but  a  passing  phase 
of  a  contest  that  has  been  carried  on  for  many  years  to  cripple,  and 
if  possible,  to  destroy  the  Commission.  The  shipper  like  the  rail- 
road will  suffer  from  the  inconveniences  and  hardships  occasioned 
by  government  operation  interfering  with  the  ordinary  movements  of 
traffic,  and  giving  priority  to  those  commodities  most  essential  to  the 
efficient  prosecution  of  the  war.  It  can  safely  be  said  that  both 
the  railroad  and  the  shipper  have  patriotically  consented  to  this 
interference,  without  objection. 

However,  on  matters  of  compensation  a  different  situation 
exists.  There  is  no  necessary  connection  between  the  efficient  oper- 
ation of  the  railroad  and  the  determination  of  the  proper  compensa- 
tion to  be  paid  by  the  government  to  the  railway  company.  There 
may  be  some  relation  between  the  two,  but  it  is  incidental,  and  not 
of  substantial  importance.  The  railway  company  has  a  right  to  a 
full  hearing  before  a  disinterested  tribunal  if  an  agreement  cannot 
be  effected  between  the  government  and  the  company,  and  no  one 
has  even  suggested  that  this  right  should  be  interfered  with  by  the 
tOHudled  "war  power."  The  shipper  claims  that  his  rights  to  a  full 
hearing  relative  to  the  compensation  to  be  paid  by  the  shipper  arc 
just  as  sacred  as  are  those  involving  the  compensation  to  be  paid  to 
the  railroad.  The  justice  of  the  demand  on  behalf  of  the  shipper  to 
a  full  hearing  has  been  forcibly  stated  by  the  Supreme  Court  in 


GOVBRNMBNT  OPUUTlOlf  Of  AUBUCAJf   *>^f*-^^rt         101 

InUrttaU  Commerce  Cammieeitm  v.  LommiUe,  tie,  (227  U.  8.  88), 
-herein  the  following  language  appean: 


But  fuch  a  oooftinMllao  would  DtiUify  tb«  rifhl  to  a 
tb«r«  b  DO  bearinf  whan  the  party  dooi  not  know  what  < 
Hd«rad  And  it  nol  givtn  nn  mumtunHjr  to  i«l,  opbin,  or  rrfoto.    Tbo  J 
tion  iAtliMod  und«  tbo  piovWoM  ol  Motlao  12  uMj  bt  and  M  bodi  lor  I 
be  pronotttlono  for  TioUtiono  <d  the  kw,  and  for  nuuiy  oUMr  purpoHo,  bal  b  noi 
avaiUbla.  ••  nMh,  b  oiMi  wh«o  tbo  party  it  onUtlod  to  a  bovine.    Tbo 
vnioo iton odminktratlYobody  and, oton  wbore it  aotob  a  unad  JiidWol 
b  not  limitod  by  tlio  otriei  ralot.  aa  to  tbo  admiirfWMty  of  wrldieo, 

:i  vuiu  betwoon  prtvato  parU.    JnUnlaU  Cammmet  Cmmmimttm  t.  floifd, 

S.2&.    Bill  tbo  mora  Uberal  tbo  praotioo  in  admUtiogtoMioMny,  tbo  Boto 

<Yativo  tbo  oMigation  to  preMrre  tbo  anentid  niloo  of  oridoDoo  by  wbkb 

)U  are  Mwrtod  or  defendod.    In  mob  eaan  tbo  CnmmiMJnnw  eannol  ad 

ri  their  own  information  aa  oould  jtiron  in  prtmitlTO  daya.    AllportioBBiailbo 

riaod  of  tbo  oridonoo  aubmittod  or  to  bo  oooiidarad,  and  OMial  bo  ghron 

■  I  li^y  to  owaa  Of  amino  witnaaaaa,  to  faiapoet  dmniiiaBla  and  to  otfor  ai  idaiaa 

in  wipianation  or  rabutuL    In  no  othor  way  oaa  a  portgr  mahilain  ila  ligMi  or 

moke  it«  dafanoe.    In  no  othar  way  can  it  taai  tha  anflkianoy  of  tbo  faola  to  aop- 

tinding.    JnitntaU  Commtn$  Commitmom  ▼.  LommU/t  Jt  SeakriOt  fio^ 

* .J7  U.  8.  88.  98. 

We  have  had  the  Interstate  Commeroe  Commiuion  for  thirty 

years.     During  this  period  our  raibroads  have  prospered.    The  beat 

iienoe  of  this  fact  is  that  the  companies  handling  the  bulk  of  the 

tHc  in  the  nation  have  boon  able  to  pay  liberal  dividends,  and 

not  revenues  of  the  American  raibroads  as  a  whole  during  the 

pnDt  three  years  have  exceeded  the  net  revenues  oC  any  other  like 

'"^riod.    This  fact  has  been  conclusively  established  bqrond  eoo- 

versy.     During  the  next  few  years  the  Commiasion  will  be  of 

v^riater  importance  to  the  shipper  than  during  any  other  like  period 

'   our  history. 

Advanced  Frkioht  Ratw 

There  are  some  who  are  advocating  a  general  advance  in  freight 

rates  in  the  United  States,  should  it  become  necessary  to  make  up 

deficit  in  the  amount  guaranteed  to  American  railroada  uodar 

provisions  of  the  bill  now  pending.    Before  the  govenuaaftt 

uld  adopt  such  a  policy  there  are  some  facts  worthy  of  aerioua 

littderation.    At  the  outset  it  must  be  remembered  that  such  a 

..urse  of  action  would  be  diametrically  opposed  to  that  which  baa 

been  adopted  in  Great  Britain. 
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The  expedit  ial  service  required  by  the  government  in 

the  movement  oi  .  -  ,  ,  munitions  and  other  war  supplies  will  serve 
to  diecommode  other  traffic,  creating  embargoes,  confusion,  extended 
delays,  forcing  other  trains,  both  passenger  and  freight,  to  give  way 
to  the  movement  of  trains  carrying  war  supplies.  No  one  is  ob- 
jecting to  these  inevitable  hardships,  but  attention  is  called  to  the 
fftCt  that  the  government  is  thereby  securing  expedited  special 
services  for  ordinary  rates.  It  would  be  very  difficult  to  estimai»^ 
the  actual  cost  of  this  kind  of  service  and  the  attendant  confusi< 
oocasioned  to  other  traffic.  This  extra  service  is  in  all  respects  a 
governmental  activity  and  the  burden  should  be  borne  by  the 
government, — by  the  public  generally — not  by  the  shipper.  If 
every  shipper  were  able  to  pass  on  the  cost  to  the  consumer  it  might 
not  work  any  hardship  to  advance  the  freight  rates  to  take  care  of 
these  extra  costs;  but  in  actual  practice  we  find  that  some  jobbers 
and  some  manufacturers  in  certain  lines  of  industry  in  the  cities, 
are  able  to  pass  on  the  burden  to  the  consumer;  but,  on  the  other 
hand,  many  jobbers,  manufacturers  and  producers  have  to  absorb 
the  larger  p>ortion  of  any  advance  in  freight  rates  that  is  made. 
This  is  true  of  the  oil  industry  because  the  chief  competitor  of  the 
independent  is  enabled  to  ship  his  product  largely  through  pipe 
lines.  The_price  on  grain  is  generally  the  price  at  the  market  less 
the  transportation  charge  from  point  of  origin.  The  same  is  true 
of  the  livestock  traffic.  Even  where  the  shipp)er  is  able  to  pass  on 
the  burden  to  the  consumer  there  are  certain  objections.  A  tax 
(and  this  has  all  the  essential  elements  of  a  tax)  pro-rated  in  that 
manner  compels  the  man  who  buys  the  necessities  of  life  to  bear  the 
heavy  part  of  the  load  and  it  is  not  apportioned  in  accordance  with 
the  ability  to  pay  the  tax.  Many  times  the  manufacturer  or  jobber 
uses  such  an  increase  as  an  excuse  for  levying  an  additional  charge 
upon  the  public  for  the  common  necessities  of  life  amounting  t 
several  times  the  actual  increased  cost. 

We  should  keep  clearly  in  mind  the  distinction  between  the 
ratepayer  and  the  taxpayer.  The  shipper  is  perfectly  willing  and 
is  glad  to  bear  his  fair  share  of  the  burden  of  the  cost  of  this  war. 
He  could  rightfully  object,  however,  to  any  program  which  forces 
him  to  bear  his  share  and,  in  addition  thereto,  to  carry  other  people's 
burdens.  These'  extraordinary  costs  of  operation  occasioned  by 
confusion,  congestion,  etc.,  are  caused  by  the  government;  they 
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are  a  part  of  the  war  program.  This  extra  eosi  ahould  be  boraa 
by  tho  taxpayer  and  not  by  tbe  ratepayer.  Of  eouiie  the  ibipper 
will  then  bear  bia  fair  tbare  of  tbe  buHen. 

The  shipper  will  have  to  bear  hii  own  inerefleea  in  the  eoei  of 
iiit)OT  and  supplies  along  with  the  rest  of  the  peopU.    Il  woold 
0t*cm  unfair  to  compel  him  also  to  bear  the  iaemeed  eoei  of  labor 
and  supplies  of  the  railroad  companies  ooeaaiooed  by  the  war.    The 
ison  we  say  to  the  railroads  that  we  will  proteei  ihaoi  fram  IboM 
resiffid  expenses  is  because  we  consider  our  traaeportatioo  system 
i^sseDtial  governmental  agency  at  this  crucial  time.    We  do  it  as 
a  matter  of      ' '     poiioy.    It  is  a  burden  assumed  by  the  forem- 
mcnt  and  i  <  ns  as  a  whole  should  share  in  thai  b«inleii«  in- 

stead of  forcing  it  upon  a  relatively  small  group  of  shippers  scattered 
thr       '  mtry.    As  previously  stated  what  we  sugBset  is 

pr*  that  has  been  adopted  in  Great  Britain.    It  is 

I  sound  cconoiiucully,  morally,  and  legally. 


BNT  Operation  in  Great  BRrrAiK 


I  of  the  British  plan  for  the  operation  of  railroads 

dunn^  briefly  described  as  follows: 

1.  .1     ui  thirteen,  including  the  president  of  tbe 

Board  of  Trade  and  the  general  managers  of  the  leading  Britasb 

1  roads  are  in  active  control  of  the  raiiwasrs  in  Eng^d,  Wales 
i  Scotland,  under  authority  of  the  Act  of  1871. 

2.  The  government  undertakes  to  maintain  the  propertieB  on  a 

loilar  to  that  existing  prior  to  the  war,  except  that  n  eer- 

itage,  said  to  be  12|  per  cent,  is  added  to  the 

I  allowances  of  the  pre-war  period,  because  of  tbe  extra  cost  and  ^ 
If  occasioned  by  high  prices  and  the  extraordinary  ose 
-  lied  of  the  railroads. 

3.  The  government  guarantees  the  net  ineome  for  the  year  1913 
I  less  an  amount  equal  to  one-fourth  of  the  first  wage  bonus  grantnd 

to  labor,  the  total  reduction  amounting  to  approximately  £1,000,000. 
he  original  reduction  was  equal  to  the  amount  by  which  their  net 
venues  during  the  first  seven  months  of  1914  fell  below  tbe  eoi^ 
-ponding  period  of  1913.  This  condition  or  prorieo  was  elrielDen 
t  and  the  reduction  named  above  was  substituted  therefor.) 
i  No  pa>nnent  is  made  for  the  movement  of  fovenunent 
<p>  or  munitions,  it  being  presumed  that  the  payment  of  tbe 
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difference  between  the  guaranty  and  the  receipts  from  other  traffic 
18  sufficient  compensation  for  this  service. 

5.  Very  large  and  substantial  increases  in  wages  have  been  paid 
to  labor.  The  first  advance  was  divided  as  follows:  the  govern- 
ment assumed  three-fourths  of  the  amount  and  the  railway  com- 
panies assumed  the  other  one-fourth  by  reducing  their  guaranteed 
return  to  that  extent,  as  described  above.  All  subsequent  advances 
in  wages  have  been  assumed  by  the  government.  There  has  been 
no  general  advance  in  freight  rates  during  the  war.  In  1913  there 
was  an  increase  of  approximately  4  per  cent,  which  it  is  said  became 
operative  at  a  somewhat  later  date.  This  was  about  the  time  the 
6  per  cent  was  granted  by  the  Interstate  Commerce  Commission  on 
50  per  cent  of  the  traffic  in  the  eastern  district. 

There  are  certain  essential  differences  in  the  method  adopted 
in  Great  Britain  and  that  contemplated  in  the  United  States  in  con- 
nection with  the  taking  over  of  the  railroads. 

In  Great  Britain  the  dividends  average  much  less  than  the  divi- 
dends on  railway  stocks  in  this  country.  In  Great  Britain  the  aver- 
age surplus  (as  well  as  the  typical  surplus)  is  approximately  one- 
half  of  I  per  cent.  In  the  United  States  the  average  surplus  above 
dividends  for  the  year  ending  June  30,  1917,  was  approximately  4i 
per  cent.  In  other  words,  the  surplus  in  the  United  States  is  approx- 
imately eight  times  as  great  as  the  surplus  in  Great  Britain.  The 
guaranty  of  the  net  income  for  1913  in  Great  Britain  with  the  sub- 
sequent modification  that  was  adopted  was  not  even  sufficient  to 
insure  the  payment  of  dividends  on  the  principal  railroads  of  the 
country.  We  here  present  an  extract  from  a  statement  compiled 
by  the  Legislative  Reference  Department  of  the  Congressional 
Library,  the  document  being  prepared  by  Mr.  Gilbert  Hirsch. 

Before  the  terms  were  made  public,  a  report  had  got  out  that  the  basis  of 
oompwMMition  was  to  be  a  govemmeDt  guarantee  of  the  existing  dividend.  The 
iDTeskon'  Review  had  it  that  the  dividend  average  for  the  three  preceding  yean 
was  to  be  the  basis  of  this  guarantee.* 

Even  after  the  terms  became  known,  it  was  popularly  assumed  that  they 
involTed  a  guarantee  that  the  government  would  give  the  railway  shareholden 
ensting  dividend."    The  Railway  News  stated,  shortly  after  the  announce- 


*  September  19,  1914,  p.  319. 

»  Mr.  Healy  in  the  House  of  Commons,  May  3,  1917,  93   H.   C.    Deb.,   pp 
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tthftt  ihArabokkn  would  sni  divkloodB  mi  nim  AppmiBMi^jr 
oima.    AiMitb«EeoooaiiildMUrtd,OT«ari« 
Bort  or  le»  fUAnnteed  undir  tbt  una§mami  with  Um 

famnc  off  in  tbt  dividtod  rmt«  <lmiik«  t^  m»  • 


The  following  statistics  have  been  prepared  by  James  H.  Oli* 
phant  Si  Co.,  of  New  York,  and  show  Uie  situatioD  00  nine  of  the 
leading  railroads  in  Great  Britain. 
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In  the  United  States,  however,  we  find  the  guaranteed  net  in- 

the  payment  of  all  interest  eharges,  will  very  mueh 

. .  insure  the  payment  of  dividends  and  a  large  surplus  for 

rincipal  railroads  of  the  nation. 

Ihe  guaranteed  return  for  the  raihroads  in  the  United  States, 

in  toto,  hui  in  proportion  to  th$  capUaUMoHan  oyjtianding,  is  ap- 

\imately  1250,000,000  greater  thah  the  return  guaranteed  to 

phtish  railroads. 

No  Incentive  roR  EmciENcr 

''^\q  gravest  objection  to  the  proposed  legislation  now  pending 

sTees  is  that  it  leaves  praetieally  no  inoenttve  for  eflMenI 

operation.    During  this  transition  period  we  will  have  neither 

«Nov«nb«21,  Idl4,p.e88. 
»  Kebniary  26, 1916,  p.  Sgg. 
•.SMbtlow.tecV.  B,2. 
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complcio  private  control  nor  government  control  in  actual  practi' 
The  government  has  the  right  of  unlimited  interference  in  operation, 
the  companies  retain  the  title  to  the  properties,  and  their  employes 
retain  actual  physical  control  of  the  operation  of  the  plant.  During 
this  transition  period  it  would  be  well  if  there  were  some  strong  incen- 
tive for  efficient  operation.  Of  course  the  spirit  of  patriotism  and 
the  desire  to  do  one's  duty  in  times  of  either  peace  or  war  prompt  the 
activities  of  practically  all  of  us.  And  yet,  it  needs  but  a  moment's 
reflection  to  recall  a  very  substantial  difference  in  the  attitude  of  the 
employes  for  a  company  at  competitive  points  and  at  non-com- 
petitive points.  The  stimulus  of  greater  financial  reward  needs  no 
argument  to  support  it;  everybody  recognizes  it  in  practically 
every  branch  of  human  industry — except  possibly  in  the  ministry 
and  even  there  the  same  human  stimulus  is  used  constantly.  The 
magic  wand  of  government  operation  may  transform  railroad  stocks 
into  government  bonds,  but  it  will  not  change  railroad  managers 
and  engineers  into  angels;  they  are  still  human  beings. 

The  government  will  present  this  guaranteed  return  to  the 
railway  companies  without  any  regard  to  the  work  that  they  may 
perform  in  the  future.  They  get  their  8  per  cent  or  50  per  cent  on 
their  stock  whether  the  service  they  render  is  poor,  good  or  excellent. 
And  the  temptation  to  discredit  government  operation  will  be 
a  powerful  factor,  although  it  may  be  followed  unconsciously 
only. 

A  suggested  compromise  might  be  made  that  the  companies 
shall  be  guaranteed  their  usual  interest  and  dividends,  but  that  they 
shall  have  no  surplus,  except  as  they  may  earn  it.  This  surplus 
should  not  be  capitalized;  but  the  value  of  improvements  to  the 
property  in  order  to  sustain  the  full  value  of  outstanding  securities 
is  inestimable  and  is  recognized  by  all  practical  railroad  men. 

Capitalizing  Surplus 

The  measure  now  pending  before  Congress  proposes  to  capital-  • 
ijBe  the  surplus  earnings  of  railway  companies.  The  authors  of  this 
measure  are  asking  Congress  to  reverse  a  principle  which  has  been 
adopted  unanimously  by  the  Interstate  Commerce  Conamission, 
in  a  decision  written  by  Mr.  Secretary  Franklin  K.  Lane,  while  he 
was  a  member  of  that  tribunal.  They  are  asking  Congress  to  adopt 
into  law  a  doctrine  which  Mr.  Lane  branded  as  unjust. 
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The  authors  of  this  nioMure  are  aftkiiig  CongraM  to  Adopt  ioto 
law  a  doctrine  which  two  of  the  leading  railroad  pmidaiili  to 
the  nation  have  stated  on  the  witneae  itaad  would  be  unfair  to  the 
public. 

The  railroad  industry  is  peouliar  among  the  enterprine  ci  the 
oounto  •  I^y  state  statutes,  acta  of  Congre«  and  ettj  ordinaoeet 
we  are  constantly  requiring  railroads  to  build  improrementa  whkh 
bring  little  or  no  additional  revenue,  such  as  elevated  tracks, 
on  ^  nl  depots,  etc.  They  have  asked  us  to  help  build 
til  I  oh  we  require,  by  allowing  them  a  large  surplua  o?er  and 

above  roAJionable  dividends,  on  condition  that  they  will  not  eapi- 
taiixo  these  surplus  earnings. 

Mr.  llipley,  the  president  of  the  Santa  F6,  teatified  under  oath 
on  the  witness  stand  before»the  Interstate  Commeree 
1  1910  as  follows: 


Mr.  Lton:  But,  take  the  oondition  of  a  road,  we  are 
Vifre  you  have  a  divideod  of  $10,000,000  and  yoa  eoOeei  bom  the  pnbBe  sa 
iial  $10,000,000,  and  that  pays  for  aU  PBrwiry  impcovenMDia  dwnawkd 
u.at  particular  line  of  railway. 
Ms.  Riplbt:  Well,  it  might. 
Mh.Lton:  I  said  aasume  that  it  would. 
Mb.  Riplet:  Yes. 

Ma.  Lton:  Then  m  the  future  in  delonninuig  the  rate  you  would  eoC  eoe- 
<ier  the  value  of  that  property  acquired  throuch  the  $10,000,000  taken  lioai  the 
uhlie  previously  for  that  purpoeeT 
Mb.  Riflbt:  No. 

Again  referring  to  this  money  put  into  the  property  out  of  eamipfi  Mr.  I^roe 
isked: 

It  is  their  money  and  they  have  invested  it,  and  yoa  weeld  aol  oipeel  isqr 
return  upon  it? 

To  this  Mr.  Ripley  again  replied  thai  be  would  not* 

Mr.  Willard,  president  of  the  Baltimore  and  Ohio,  and  ehaii^ 

nan  of  the  committee  representing  the  eastern  railroads,  iwtified 

th  on  the  witness  stand  before  the  Interstate 

ion  in  1910  as  follows: 

CoinoasioirEBLANB:  Noneof  youriarphiiriiouldbeeipitaiied,asI 
^tand  you  to  say? 

Mb.  Willabd:  None  of  the  surplns  that  has  ben  spsat  so  far  on  Ike 
note  and  Ohio  has  been  capitalised  and  in  my  opfaiiae  H  should  aoi  be;  aad 
he  surplus  that  I  speak  of— the  50  cenU  for  eeeh  dollar  thai  I  wpmk  of 
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•bould  be  put  in  the  property  in  each  yeai^-is  spent,  it  should  not  in  my  opinion 
be  etpilaliied.  My  thought  is  that  at  least  that  much  money  should  be  spent  on 
Uit  ptopeity  each  year  to  afford  a  proper  basii  of  support  for  the  existing  securities. 

The  Interstate  Commerce  Commission  in  their  unanimous  de- 
cision in  the  Advanced  Rate  Cases  of  1911,  stated,  in  the  language 
of  Mr.  Secretar}'  Franklin  K.  Lane,  the  following: 

There  is  no  justification  for  the  investment  of  surplus,  if  it  is  to  have  the  efTect 
of  inereaang  the  rates  upon  the  shipper  over  the  original  lines.  If  the  theory  is 
to  be  reeognised  that  by  increasing  the  value  of  their  property,  by  putting  back 
operating  revenues  into  the  property  a  carrier  may  as  a  legal  right  increase  rates, 
tbeo  the  shipper  is  worse  off  each  time  he  pays  a  rate  which  yields  a  revenue  over 
and  above  a  reasonable  return  upon  the  original  investment.' 

This  measure  now  pending,  and  which  may  become  law,  re- 
pudiates the  doctrine  which  has  l)een  formally  adopted  by  the  Com- 
mission, with  the  approval  of  the  leading  railroad  witnesses,  in  a 
case  where  that  very  proposition  was  squarely  at  issue,  and  in  a 
case  in  which  practically  all  the  railroads  of  the  country  were  parties. 
The  authors  of  this  measure  desire  to  make  the  shipper  pay  freight 
rates  adequate  to  prevent  any  deficit  under  government  operation, 
and  they  desire  to  guarantee  a  return  on  all  improvements  whether 
built  out  of  new  money  or  out  of  earnings,  whatever  the  source  may 
be.  If  that  principle  is  adopted  by  Congress  it  will  cost  the 
consumers  and  producers  of  this  nation  almost  $200,000,000 
annually;  and  it  will  be  in  defiance  of  what  the  Commission  and 
the  railroad  officials  themselves  have  said  is  just.* 

Conclusion 

The  railway  companies  retain  title  to  their  properties,  and 
retain  the  actual  control  in  practical  operation.     We  protect  the 

'  Senate  Docimient,  61st  Congress,  pp.  79-80. 

•  Wettem  Advanced  RcUe  Case,  20  I.  C.  C.  307,  342. 

*  In  partial  recognition  of  the  principles  discussed  in  this  article  it  is  now 
quite  probable  that  Congress  will  pass  two  amendments  to  the  measure  as  orig- 

piopoaed:  (1)  leaving  final  jurisdiction  over  rates  with  the  Interstate 
Commission,  and  (2)  providing  that  the  compensation  shall  not  be 
in  order  to  pay  a  return  on  improvements  built  out  of  surplus  during 
the  period  of  government  operation.  However,  unless  further  amendments  are 
adopted,  the  CommisBion  will  loee  its  power  of  suspending  rates  pending  inves- 
tigation,  the  improvements  built  out  of  surplus  during  former  years  will  be  cap- 
and  the  enormous  earnings  described  in  the  text  will  be  guaranteed  by 
to  this  favored  industry. 
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earriere  from  the  effeet  on  their  revenuet  ratulting  from  the  divvnioo 
of  traffic;  but  wo  also  ihield  them  from  other  haaardi.  U  labor  h^ 
oomee  searoe,  or  wafea  exorbHant,  it  will  not  havo  any  effeel  what- 
ever on  the  earrien'  revenues.  If  they  need  more  money  to  pot 
into  the  plant,  we  guarantee  to  furnish  it.  If  repain  eaaool  be 
made,  we  furnish  the  money  to  do  it  later. 

If  the  carrier  needs  more  high-prioed  materials,  we  furoMi 

them,  and  at  the  same  time  preserve  their  net  i^wi<t*f  ^  saered  aad 

untouched,  on  that  high  plane  they  reached  in  the  most  prospeimw 

hree-year  period  they  ever  saw.    Other  industries  do  not  fsl  tUs 

roteotion.    But  the  raihx>ads  are  rich  and  powerful    T\my  own 

)  much  property  everywhere  and  control  so  many  newspapeis  and 

inagasbes. 

Other  industries  may  feel  the  blighting  effect  ol  the  war,  and 
iffcr— the  railroads  will  be  shielded  from  all  that.  With  the 
mighty  arm  of  the  great  government  we  seleet  the  railroad  stock- 
holder from  out  of  the  masses  of  the  people.  We  seleet  this  two> 
thirds  of  1  per  cent  of  our  population  and  tell  them  that  they  shaO 
go  through  this  terrible  ordeal  of  war  absolutely  harmless.  Others 
may  perish,  but  these  rich  powerful  railioads  shall  continue  to  revel 
in  the  greatest  prosperity  they  ever  witnessed  in  all  their  history. 

By  the  fiat  of  government  we  will  suddenly  transform  sereo- 
^een  thousand  million  dollars  of  railroad  stocks  and  bonds  into 
government  bonds.  Not  only  that,  but  we  will  capitalise  all  their 
surplus  earnings,  although  the  Supreme  Court  and  the  Interstate 
Commerce  Commission,  the  two  highest  tribunals  in  the  land,  have 
efused  to  sanction  such  a  doctrine.  We  are  asked  to  capitalise 
the  surplus  of  theee  railroads  although  Mr.  Ripley  of  the  Santa  F4, 
and  Mr.  Willard  of  the  Baltimore  and  Ohio,  on  the 
under  oath,  stated  that  they  should  not  be  capitalised. 

Brave,  true,  noble  patriots — willing  to  sacrifice  their 
;heir  property,  providing  of  course  that  they  get  more  for  it  than 
ever  before.  What  an  inspiring  spectacle  to  give  the  rest  of  the 
eountr> !  And  what  a  noble,  happy  thought  it  was  to  seleet  the 
railroads  at  this  time  of  trial  and  sacrifice  to  inspire  us  with  patrioi- 
im.  The  cold  chill  that  will  go  out  among  our  people  wliei 
facts  are  really  known  will  be  something  alarming,  Siieb 
•i^tcd  policies  as  these  will  but  hasten  the  day  of  reekoafaic  for 
American  railroads. 
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In  dealing  with  these  questions  of  large  moment,  we  must  have 
a  eare  for  we  are  adopting  principles  that  will  control  the  operation 
of  the  second  greatest  industry  in  the  nation  during  the  most  critical 
time  in  our  history,  except  only  for  the  period  of  the  Civil  War. 
And  these  conclusions  that  we  reach  will  have  a  profound  effect  on 
any  subsequent  purchase  or  regulation  of  these  vast  properties 
This  is  not  a  time  for  the  abandonment  of  those  principles  whicli 
we  have  found  to  be  wise  and  just.  In  venturing  out  into  the  new 
and  the  unknown  it  is  well  to  cling  close  to  the  wisdom  acquired  by 
the  slow  process  of  the  experience  of  the  past.  In  that  way,  and 
that  way  alone,  can  true  progress  be  accomplished  and  justice  be 
rendered  to  all  parties. 


itAlLROAD  SECURITY   ISSUES  UNDER  GOVERNMENT 

OPERATION 

By  Tbomab  Cokwat,  J».»  Ph.D. 

lUUroad  aeouriiios  make  up  a  large  part  of  the  aveU  ci  banks, 
life  insunuioe  oompanies,  of  the  inTeiiiiiento  of  tfuit  eitalaa  and 
rivate  individuals.    The  eecurities  of  our  railroads,  until  the  out- 
reak  of  the  European  War,  were  held  in  large  amounU  1^  foreigii 
wrmm.    As  a  result  of  the  liquidation  of  these  Emopeao  boldiB0i; 
ule  of  the  Interstate  Commeroe  Commission  and  other 
..  ,s<**>»^^^>y  bodies  towards  the  railroad  rate  problem;  and  the  liq- 
uidation of  raibroad  securities  by  American  inyestors  dssirinc  to 
^cape  heavy  war  taxes  by  shifting  their  investments  to  gornn- 
""*  bonds,  the  tendency  of  the  nutfket  price  of  railroad  stocks  and 
^  within  recent  months  has  been  generally  downward.    This 
unfavorable  movement  has  been  very  pronounced  since  the  fall  of 

1916,  the  culmination  being  reached  in  November  and  December, 

1917,  when  the  prices  of  many  standard  railroad  issues  were  below 
t  hoee  prevailing  in  the  panic  da^'s  of  1907. 

This  decline  in  railroad  security  values  occurred  in  a  period  of 

unparalleled  traffic.    The  railroads  were 'overwhelmed  with  busi* 

088.    It  was  evident  that  one  of  the  weak  links  in.  the  chain  of 

\......-;...w^  preparedness  was  the  insufficiency  of  equipment  and 

U  :acilities  on  the  part  of  most  railroads,  notably  those  in 

the  l.iu)t. 

With  the  flotation  of  the  second  Liberty  Loan,  the  marketing 

>:  new  security  issues  by  private  corporations  and  the  refunding  of 

maturing  issues  became  a  grave  problem.    The  government  was 

sucking  up  all  of  the  available  investment  funds,  leading  nothing 

for  the  private  corporation.    For  years,  our  railroads  have  foQowed 

'  he  practice  of  issuing  short  time  notes, — a  hand-to-mouth  method 

>t  borrowing  which  many  prophesied  would  sooner  or  later  lead  to 

iisaster.    According  to  estimates  which  havT  been  prepared  by  Mr. 

ioo,  some  $265,000,000  of  railroad  securities  mature  and  re- 

....  refinancing  in  the  calendar  year  1918.    Private  bankeis  were 

in  willing  to  undertake  large  commitments  for  such  purposes 
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^Yiff^jng  couditioiib.     i  he  failure  to  refund  muiunng  issues  meant 
AD  epidemic  of  railroad  receiverships. 

GovxRNincNT  Plans  op  Railroad  Finance 

The  railroad  problem  thus  became  one  of  the  grave  issues  con- 
fronting the  government,  the  satisfactory  solution  of  which  was 
neoeesary  if  the  gigantic  preparations  of  the  nation  were  to  ro  for- 
ward satisfactorily.  Prompted  by  the  three  motives  of  ending  the 
traffic  paralysis,  taking  care  of  necessary  refinancing,  and  of  pro- 
viding the  funds  urgently  required  to  extend  the  facilities  of  the  car- 
riers in  order  to  handle  the  enormous  volume  of  business  which  they 
were  called  upon  to  move,  the  President,  on  December  26,  1917, 
iaaued  a  proclamation  taking  over  the  control  and  general  manage- 
ment of  the  railroads.  In  his  proclamation,  the  President  outlined 
in  general  terms  the  financial  arrangement  which  he  believed  to  be 
equitable.    Concerning  this  matter,  he  said : 

While  the  present  authority  of  the  executive  suffices  for  all  purposes  of  admin- 
iitratioD,  and  while  of  course  all  private  interests  must  for  the  present  give  way 
to  the  public  neoeesity,  it  is,  I  am  sure  you  will  agree  with  me,  right  and  necessary 
that  the  owners  and  creditors  of  the  railways,  the  holders  of  their  stocks  and  bonds, 
■hould  receive  from  the  government  an  unqualified  guarantee  that  their  properties 
wiU  be  maintained  throughout  the  period  of  federal  control  in  as  good  repair  and 
as  complete  equipment  as  at  present,  and  that  the  several  roads  will  receive  under 
federal  management  such  compensation  as  is  equitable  and  just  alike  to  their 
ownen  and  to  the  general  public.  I  would  suggest  the  average  net  railway  opera- 
ting income  of  the  three  years  ending  June  30,  1917.  I  earnestly  recommend  that 
theie  guarantees  be  given  by  appropriate  legislation,  and  given  as  promptly  as 
cinnmistances  permit. 

I  need  not  point  out  the  essential  justice  of  such  guarantees  and  their  great 
influence  and  significance  as  elements  in  the  present  financial  and  industrial  situa- 
tion of  the  country.  Indeed,  one  of  the  strong  argimients  for  assuming  control  of 
the  railroads  at  this  time  is  the  financial  argimient.  It  is  necessary  that  the  values 
of  railway  securities  should  be  justly  and  fairly  protected  and  that  the  large,  finan- 
cial operations  every  year  necessary  in  connection  with  the  maintenance,  opera- 
tioo  and  development  of  the  roads  should,  during  the  period  of  the  war,  be  wisely 
related  to  the  financial  operations  of  the  government.  Our  first  duty  is,  of  course, 
to  eoueerie  the  oonmion  interest  and  the  common  safety  and  to  make  certain  t )iHt 
notUngtUnda  in  the  way  of  the  successful  prosecution  of  the  great  war  for  liberty 
and  jiistioe;  but  it  is  also  an  obligation  of  public  conscience  and  of  public  honor 
that  the  private  interests  we  disturb  should  be  kept  safe  from  unjust  injury,  and 
it  ia  of  the  utmost  consequence  to  the  government  itself  that  all  great  financial 
opefatiom  ihould  be  atabilixed  and  co6rdinated  with  the  financial  operations  of 
the 
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No  bonowiagthould  nio  AlhwMi  Um 
DO  f iindMMnUl  todaitekl  tilim  ibould  am  mhrnm  bt  vumtemmtttf  imptlmL    U 
liandt  of  nuuiy  thowiindi  ol  tinAU  inv«rton  to  the  oouaify,  m  w«II  m  b  m- 
il  bMkka,  in  Jmuimoa  comiwintw,  io  Mvinti  baalUi  in  Iruii  '^'^-ynftlf^  k 
>aial  Ainein  or  tmy  Idnd,  nilwmy  MovitlM,  tte  Mm  told  oT  «^ 
u>  BOOM  Ub  or  tkffMi  UMOMnd  mi"  oiUtvIo  n  vilnl  pnri  of  Um 

ot  crodil,  nnd  4ho  wq— Hontd  n»i  tint  HiwUvt  awl  bo 


Alinoet  simultaneoualy,  the  administration  cauaed  to  be  iiitro> 
ongreii  a  bill  carrying  out  the  §Biiiu$l  policy  outlined. 
. :  unded  that  during  the  period  of  federal  oontrol,  each  rail- 
!  should  receive^— 

••  iu  just  oompaoanUoo  nn  inoomo  at  no  noouni  mU  oquimknt  ns  oonrty  ns  any 

*  *  iu  nvcrnge  oat  mOwny  opflrniing  iooooo  for  tho  thrtt  yonn  MMHag  Juno  IQt 

(enllod  baroin  tUndnrd  return);  mid  net  nihmy  opvmliBf  faooow  (Bi  tbo 

(lurpooM  of  this  net  ■bnll,  ai  to  enirian  mnldng  ratumo  to  tht  lalonlnU  Oeoi- 

lOMroa  CommiMJon,  be  computed  from  audi  ratiinia»  ewiluiWBi,  howofai,  Mili 

tand  oedita  ariring  fkom  tba  aeeounta  oaUed  in  tba  monthly  ratma  laaaad  fond 

MDta  and  miaeaDanaoua  ranti:  Prodded,  kowmm,  Tbat  no  fedanl  Una  in  anaai 

lof  Uucei  aMMsed  during  tbe  year  ending  June  80,  1017,  iball  be  ebarged  nainel 

Wenue  in  oompuiing  auoh  atandard  return.    Any  net  railway  operating  iaeoaaa 

tai  eiomi  of  auob  standard  return  ihaU  be  the  property  of  tho  United  Sutea.    The 

lunount  of  auoh  standard  return  aa  aooruing  during  aaid  period  of  three  yearn  ahal 

be  determined  by  the  Interstate  Commerce  Commiarion,  and  the  cartifleala  of 

mid  nommisnnn  aa  to  the  amount  of  aaid  net  railway  operating  taeoaw  shall,  for 

the  porpoae  of  auoh  agreement  and  guaranty,  be  taken  aa  final 

I       Dving  the  period  of  aoeh  federal  oontiol  adequate 

tenonoe  of  the  pcopertiea  of  the  oarriers  shall  be  inekided  aa  a  part  of  the  opefatfaig 

IMS  or  provided  through  a  reserve  fund,  in  aocordanoe  with  such  principles 

■  rxdes  as  shall  be  determined  by  the  President. 

In  case  of  a  dispute  as  to  what  constituted  "the  aTerace  net 

hulway  operating  income"  of  a  railroad,  the  matter  should  first  be 

to  a  board  of  three  auditors,  appointed  by  the  Interstate 

.<>  r'.MHnission,  which,  after  a  full  hearing,  ahould  report 

the  amount  due  the  carrier  as  just  oompenialion 

UUfuii  ided  that  in  the  event  of  the  failure  of  the  ear- 

:ind  the  Is   ...... aent  representatives  to  agree  upon  proper  com- 

ation,  api)eal  could  be  taken  by  the  carrier  to  the  Court  <d 

Ills,  and  that  pending  the  decision  of  that  court,  the  fOTam* 

.at  should  pay  to  the  carrier  an  amount  not  exceeding  90  per  eent 

'it  such  standard  return,  the  balance  due,  if  any,  as  determined  by 

he  Vonri,  to  bear  6  per  cent  interest  during  the  period  required  for 

h»  adjudication  of  the  matter. 


114  The  Annals  of  the  American  Academy 

Additions  and  improvements  made  to  a  railroad  while  under 
federal  control  out  of  the  capital  or  surplus  of  the  carrier  are  to  re- 
ceive a  return  "reckoned  at  a  rate  percentum  to  be  fixed  by  the 
President''  upon  the  cost  of  such  additions  and  improvements. 
Additions  and  improvements  made  out  of  funds  advanced  by  the 
government  are  to  entitle  the  carrier  to  an  additional  allowance  in 
its  earnings  "equal  to  the  rate  accruing  to  the  United  States"  upon 
any  advances,  thereby  enabling  the  carrier  to  make  payment  to  the 
government  without  encroaching  on  its  own  share.  The  admin 
tration  bill  further  provides  that: 

DO  carrier,  while  under  federal  control,  without  the  prior  approval  of  the  Prcsideni , 
may  deolare  or  pay  any  dividends  in  excess  of  its  regular  rate  of  dividend  during 
the  tlvee  years  ended  June  30,  1917,  provided^  however,  that  such  carriers  as  Imve 
paid  DO  regular  dividends  or  no  dividends  during  said  period  may,  with  the  prior 
i^ypfoval  of  the  President,  pay  dividends  at  such  rate  as  the  President  may 
detomiDe. 

The  Act  makes  provision  for  the  issue  and  sale  of  railroad  secur- 
ities during  the  period  of  government  control.    Section  7  provides: 

That  for  the  purpose  of  providing  funds  requisite  for  maturing  obUgations  or 
for  other  legal  proper  expenditures,  or  for  reorganizing  railroads  in  receivership, 
carriers  may,  during  the  period  of  federal  control,  issue  such  bonds,  notes,  equip- 
ment trust  certificates,  stock  and  other  forms  of  securities,  secured  or  unsecured 
by  mortgage,  as  the  President  may  approve  as  consistent  with  the  public  interest. 
The  President  may  purchase  for  the  United  States  all  or  any  part  of  such  securities 
at  prices  not  exceeding  par,  and  may  sell  such  securities  whenever  in  his  judgment 
it  is  desirable  at  prices  not  less  than  the  cost  thereof;  any  sums  available  from  the  i 
revolving  fund  provided  in  section  six  may  be  used  for  such  purchases. 

At  this  time,  when  only  the  broad  outlines  of  the  Presiden 
plan  have  been  sketched  in  and  the  administration  bill  has  i 
emerged  from  committee,  much  less  received  final  action  in  eitlicr 
house,  it  is  impossible  to  indicate  with  any  degree  of  exactness  the 
resultant  effects  upon  the  carriers.    Presuming,  however,  that  t 
general  plan  recommended  by  the  President  is  adopted  by  Congi  < 
and  that  the  intentions  of  the  administration  are  accurately  refleciLu 
by  Director  General  McAdoo's  testimony  before  the  Congressional 
committees,  a  general  estimate  can  be  made  of  the  effect  of  govern- 
ment control  during  the  war. 

Director  General  McAdoo,  in  testifying  before  the  House  Com- 
mittee on  Interstate  Commerce,  explained  the  close  connection 
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I 
I 

between  finaoeiiig  the  railroAdt  and  the  tueoeaiful  ^f^^^^i^  ol  Um 

needs  of  the  government.    He  said: 

Ovtr  and  Above  Um  ddkH  mmI  oUmt 
ofUDflDi  raMt  Um  aeoMrily  of  nMnff  $10,00(MMXMno  I 
Wr  indal  iHttatioD  M  it  ii 

do  c>fir  Mviap  bmakM,  invwtmwil 

tut !  '  0,000,000  of  imURMMl  mtuMm,    80 

ar.  >  the  lUtiM  oT  Om  Mouritki  they  hold,  whal 

r  the  future  holds  for  Ihoir  inieraii  and  divldooda,  thay  m  ia 
,^  ^' the  bondf  which  wo  moft  offer. 

I  At     .  iiearing,  he  explained  that  go\'enini«Qt  control 

I  tnevitublt'  for  two  reasons,  because: 


It  wM  appomt  thai  under  privalo  tnanafamaat  doM  rirflnliiistitm  of 
um  oould  not  bo  offooied,  beoauio  OMh  of  the  roadi  BatoraQy  was  loddaf  to 
all  the  bunnoai  it  oould.    Ontj  und«  townnMni  ooqIiqI  oould  thk 
achieved.    It  was  alao  neoanary  to  itahfliie,  or  elaofy,  the 
re  are  $4»000,000,000  of  raiboad  aeeuritiea  bald  by  banka,  titiat 
fkluebry  inatHutiona  throughout  the  oounlry.    Hiaae  form  a 
of  the  ooutttry'a  baaiB  of  eredit.    Under  eadating  eonditiom  the  Ailaldi«  b  valaa 
of  theae  aeouritiea  ereated  a  eerious  aituatioo. 

Mr.  McAdoo  also  said,  "I  don't  believe  a  very  great  stun 

*>..«^...,.*:,.,.i,.  ».;n  \y^  needed  for  financing  the  roads."    In  com- 

>ad  obligations  maturing  in  1918,  he  said  ''I  ex- 

'  c  care  of  those  obligations  themselves  either 

*  her  method." 

of  the  railroads  before  the  House  Com- 

it  the  necessity  for  the  $500,000,000 

iMii  >>a»  iiuein  part  to  need  of  maintaining  and 

Is  and  in  aiding  thoee  in  a  week  credit  poeitioa. 

ked  what  sum  total  the  government  might  finally  expend  in  thie 

inner,  he  submitted  the  following  figures  on  the  roads'  own 

>endituro8  for  the  last  five  years:  1012,  $477,000,000;  1913, 

0,000,000;  1914,  $550,000,000;  1915,  $263,000,000;  1916,  $281,- 

0,000. 

Mr.  McAdoo  added  that  he  thought  the  $500,000,000  should 

be  regarded  as  a  one-year  appropriation,  and  that  if  goverameot 

r^..tr.>|  should  last  longer,  similar  sums  might  have  to  be  eeked  of 

^  periodically.     He  hoped  to  add  to  this  sum  by  the  profit! 

uli  the  government,  by  unified  operation  and  other 

ight  ofToct. 
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With  respect  to  maturities,  he  said: 

I  hope  the  railroads,  aided  by  the  government  guarantee,  will  be  able  to  tal 
eare  of  their  own.  If  it  should  be  required,  government  aid  should  be  givr 
whweyei  ii  it  neoeaary  to  protect  the  credit  poeition  of  roads  taken  over.  1 
aammft  a  fint  rata  railroad  bond,  guaranteed  as  it  is  by  the  government,  should 
ea«ly  be  refunded.  The  great  needs  of  the  government  are  such  at  any  rate  tli: 
all  bond  flotations  necessarily  will  have  to  be  conducted  with  the  approval  of  1 1 
aadonal  TVsamry. 

The  response  of  the  market  to  the  President's  action  showed 
unmigtakably  the  dread  and  anxiety  which  had  filled  the  minds  <  • 
investors  in  railroad  securities.     There  was  a  sharp  rise  in  practical  i 
every  stock.    In  the  three  stock  market  sessions  following  the  Prc.^ 
dent's  announcement,  there  occurred  an  advance  of  more  than  on 
half  billion  dollars  in  the  market  values  of  the  stocks  of  seventy 
eight  railroads.    Since  that  time  there  has  been  a  gradual  decline 
in  railroad  stock  quotations  so  that  by  the  close  of  January,  1918, 
a  considerable  part  of  the  sharp  advance  had  been  offset  in  many 
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In  advance  of  the  final  enactment  of  a  bill  carrying  out  the 
President's  plan  for  control  of  the  railroads,  it  is  impossible  to  do 
more  than  estimate  the  effect  of  government  control  during  the  war 
upon  railroad  securities  upon  the  basis  of  the  administration's  pr( 
posal.  There  is  some  dispute  as  to  exactly  what  return  is  con- 
templated. In  the  first  place,  the  item  "net  railway  operating  in- 
come" as  used  in  the  proposed  act,  appears  nowhere  in  the  reports 
of  the  Interstate  Commerce  Commission.  In  other  words,  it  i« 
necessary  to  calculate  the  sum  contemplated  from  the  returns  as 
published.  Again,  the  Interstate  Commerce  Commission's  official 
figures  for  the  fiscal  year  ended  June  30,  1917,  are  not  as  yet  avail- 
able. The  estimates  of  the  Bureau  of  Railway  Economics  and  the 
Interstate  Commerce  Commission's  experts  vary  considerably  as 
to  the  return  which  will  be  shown  when  complete  figures  are  at  hand. 
The  Interstate  Commerce  Commission's  statement  as  to  what  the 
President's  plan  contemplates,  including  its  estimate  of  net  railwa 
operating  income,  for  the  fiscal  year  ended  June  30,  1917,  is  as 
follows: 
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)     Tmt 

1915  1688,104388 

1918  QB«37a,M0 

1917  1,090^00^000 

The  CommiflBion  estimatas  the  three  year  averafB  to  be  5^1  pv 
oent. 

The  Bureau  of  Railway  Economioe  disputes  the  oonelusioiis  of 
the  CommissioD,  alleging  that  it  has  more  accurate  figures  thao  tbo 
Commission  for  the  fiscal  year  ended  June  30,  1017,  and  that  by 
HHluir  iht^iio  figures  it  finds  that  the  average  return  would  be  oo(y 
lit.    An  examination  of  the  conclusions  of  the  Coiiiiiii»> 
vi  of  the  Bureau  shows  that  the  former  was  esttmatinf  oo 
•  r  rent  of  all  mileage  while  the  Bureau's  estimates  ctpimd 
tely  86  per  oent  of  the  mileage. 
o  t  he  plan  proposed  by  tl)e  President  concern  indi- 

vidual Either  than  general  equities,  with  the  exception 

of  the  tion  of  the  carriers  that  the  year  1016  was  the 

worst  year  that  they  had  experienced  in  fifteen  years,  and  that  an 
average  made  up  by  the  inclusion  of  this  year  with  two  averafs 
years  was  not  fair  to  them,  and  does  not  adequately  reflect  the  earn- 
ing power  of  the  railroads.  The  reply  is  made  to  this  objection  that 
the  years  ended  June  30,  1916  and  1017  were  unusually  good  and 
that  in  any  event  war  times  are  abnormal  times,  and  under  such 
iditions  the  railroads  cannot  expect  a  guarantee  of  a  rate  of  re- 
...:n  equal  to  that  wfii<^b  iho  prnrv^rfi<^  might  earn  under  peaoe 
conditions. 

The  second  objectiou  is,  tliat  the  President's  plan  is  most  un- 
iu<tt  to  the  speculative  stocks  and  to  stocks  of  recently  reorganised 
upanies.  The  Missouri  Pacific,  for  example,  has  recently 
ough  a  drastic  reorganisation  in  which  a  large  amount  of 
s  raised  through  a  heavy  assessment  on  the  stoekholders,  whooe 
scriptions  were  based  upon  the  reasonable  assumption  that  th^ 
;  would  receive  a  dividend  almost  immediately.    Baeauae  of  the  fact 

'^    *  «i r^civer  put  a  large  part  of  the  earnings  of  the  property  into 

on  work,  the  returns  shown  for  the  years  1015  and  1016 

t  were  very  poor,  although  as  a  matter  of  fact  the  eompan/s  earning 

'  power  had  been  quite  satisfactory.    This  rshahOilntkm 

practically  oompleted,  and  it  is  argued  thai  the  road  baa  a 
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sirated  earning  power  much  beyond  the  amount  which  would 
guaranteed  under  the  President's  plan.  The  stockholders,  ho^ 
ever,  cannot  share  in  these  earnings  because  of  the  large  amoi 
which  was  invested  in  the  road  in  two  of  the  three  years  selected 
the  basis  of  calculating  the  guarantee.  It  is  contended  that  f 
similar  reasons  the  Pittsburg  &  West  Virginia,  the  Western  Mary- 
land, the  Pere  Marquette  and  the  St.  Louis-San  Francisco  railroads 
will  not  receive  anything  like  an  adequate  return  under  the  Presi- 
dent's plan. 

On  the  whole,  however,  the  guarantee  tremendously  strengthen 
the  financial  position  of  the  railways.     While  injustice  may  1" 
shown  in  a  few  cases,  yet  the  amounts  which  the  government  guai 
antees  most  of  the  railroad  systems  are  sufficient  to  enable  them  to 
pay  their  fixed  charges.     In  most  cases  the  balance  remaining  is 
considerably  in  excess  of  the  dividend  payments  which  have  been 
made  in  the  last  three  years. 

It  should  be  emphasized  that  the  government  does  not  guar- 
antee the  payment  of  dividends.     The  President's  plan  mercl 
guarantees  to  the  corporation  a  certain  income,  which  will  be  di- 
bursed  in  accordance  with  the  contracts  heretofore  entered  into  I 
the  corporation,  and  actions  taken  from  time  to  time  by  the  board 
of  directors.     The  directors  of  a  railroad  can  at  any  time  suspend 
dividends  in  case  they  feel  that  the  money  should  be  invested  in  the 
property,  or  if  for  any  reason  it  seems  advisable  to  conserve  re 
sources.     The  government  does  not  guarantee  dividends,  but  the 
practical  certainty  that  with  the  government's  aid  new  capital  re- 
quirements can  be  financed  makes  it  likely  that  dividends  hereto- 
fore paid  will  be  continued  in  most  cases. 

The  President's  plan  will  doubtless  accomplish  the  two  great 
aims  which  he  had  in  mind.  It  will  take  care  of  the  problem  of  re 
funding  the  $265,000,000  of  security  issues  faUing  due  in  1918  and 
the  maturities  in  subsequent  years,  in  case  the  war  continues.  It 
also  makes  possible  control  over  railroad  financing  so  as  to  avoid 
any  conflict  with  the  government's  plans.  Above  all,  a  method  is 
provided  by  which  the  railroads  can  secure  whatever  additional 
money  is  necessary  during  the  period  of  the  war  for  the  purchase  ^ 
equipment  and  the  extention  of  facilities. 
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TUK  GoVERNMtlNT    PLAM    NOT  A   PSMMAIIKirr  80UIVIOII 

The  President's  plan  in  no  aeoae  eoDstititiei  a  permaneot  solti- 
tion  of  the  so-called  railroad  queation  from  the  •eetirity  boldert' 
point  of  view.  It  merely  preeerves  the  integrity  of  railroad  inveet- 
ineiits  during  the  period  of  the  war.  It  does  not  earry  asmtraoee 
that  present  prices  of  railroad  seourities  will  be  maintained  In  fael» 
it  would  appear  that  any  general  appreciation  in  the  priees  of  dhri- 
dend-paying  railroad  stocks  and  bonds,  above  the  figures  pre\'aih*ng 
in  the  latter  part  of  January,  1018,  is  hardly  to  be  anticipated,  until 
the  conclusion  of  peace  begins  to  be  discounted.  It  is  true  that  the 
government's  guarantee  makes  the  dividend  and  interest  on  railroad 
Hties  especially  secure,  but  with  standard  stock  issues  seDiiig  oo 
o  6)  per  cent  basis  and  with  railroad  bonds  of  the  higher  gnule 
yielding  from  5  to  6  per  cent  at  present  prices,  the  likelihood  of 
further  large  advances  is  not  very  great.  So  long  as  the  war  eoo- 
tinuos,  competition  by  the  government  for  investment  funds  will 
become  increasingly  insistent.  The  consequent  strain  on  credit  wtO 
tend  to  increase  rather  than  ease  up,  with  the  result  that  investoia 
will  demand  even  a  higher  yield  than  now  prevails  on  taxable  securi- 
ties. If  the  war  should  last  for  a  number  of  years  taxes  will  almost 
certainly  increase,  with  the  result  that  high  class  taxable  invest- 
ments will  suffer  by  comparison  with  tax-free  government  bonds. 
It  must  also  be  remembered  that  in  so  far  as  the  security  holder  is 
concerned,  the  earning  power  of  the  railroads  during  the  period  of 
the  war  has  to  a  large  extent  become  fixed.  Increased  earnings  will 
not  mean  increased  dividends,  for  it  is  probable  that  Congress  and 
the  Administration  will  take  the  view  that  the  companies'  share 
of  excess  earningB  should  go  into  extensions.  The  great  uneertain 
element  is,  of  course,  the  duration  of  the  war,  and  the  extent  to 
which  the  present  situation  as  regards  earning  power  and  methods 
of  operation  will  be  changed  before  the  end  is  reached.  It  is  fur- 
thermore uncertain  at  the  time  this  article  is  written,  exactly  when 
the  government  will  return  the  operation  of  the  railroads  to  their 
owners.  It  appears  probable,  however,  that  they  will  be  returned 
within  a  few  months  after  the  conclusion  of  paaoe. 

The  real  problem  of  the  railroad  security  holder  eoooems  his 
otatus  after  his  property  is  returned  to  him.  The  old  prohlwna  of 
high  operating  costs  and  fixed  rates;  the  unwiUingnea  of  regidntory 
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oonuniaiioxis  to  advauuc  lutu^;  the  iailarc  on  tlieir  part  to  realize 
that  capital  has  been  gradually  forsaking  the  railroad  field,  because 
an  attractive  return  was  not  offered,  must  all  be  faced  again.  The 
situation  will  be  aggravated  by  the  practical  certainty  of  high  post- 
war income  taxes,  which  will  cause  the  investor  to  demand  an  ad- 
dition to  his  rate  of  return,  offsetting  at  least  in  part  the  taxes  wliich 
he  must  bear.  The  most  serious  clement  in  the  situation  from  the 
investor's  standpoint,  is  the  problem  of  readjusting  railroad  wages 
to  a  peace  basis.  It  is  evident  that  the  administration  intends  to 
have  no  quarrel  with  the  railroad  brotherhoods,  which  means  sub- 
stantial increases  in  wages.  The  possibility  of  reducing  wages  when 
living  costs  decrease  after  the  conclusion  of  the  war,  are  not  at  all 
dear.  If  it  proves  impossible  to  reduce  labor  costs,  the  outlook  for 
the  railroad  security  holder  upon  the  return  of  peace  is  not  very  en- 
couraging, particularly  when  the  time  is  reached — as  it  must  be 
reached — for  a  general  economic  readjustment  with  a  consequent 
reduction  in  traffic  and  in  operating  revenues.  The  political  signif- 
icance of  a  general  increase  in  rates  while  the  roads  are  under  gov- 
ernment control  would  be  so  profound  as  to  cause  every  expedient 
to  be  used  to  avoid  taking  this  step.  Whatever  economies  can  be 
effected  through  centralized  control  and  unified  operation  will  offset 
in  part  the  higher  wages  which  the  Director  General  will  without 
doubt  authorize.  Mr.  McAdoo,  moreover,  has  indicated  that  he 
expects  to  use  the  $500,000,000  appropriation  contemplated  by  the 
administration  bill  to  constitute  the  so-called  "revolving  fund"  to 
meet,  among  other  things,  any  operating  deficiency  which  may  arise. 
It  is  very  possible,  therefore,  that  the  roads  may  be  returned  to 
their  owners  operating  on  a  deficit  under  unified  control  and  with 
the  probability  of  still  larger  deficits  under  individual  control.  The 
significance  of  the  wage  problem  at  once  assumes  its  true  proportion 
when  this  contingency  is  kept  in  mind.  The  future  of  railway  in- 
vestments, therefore,  depends  upon  the  breadth  of  vision  and  cour- 
age shown  by  the  Interstate  Commerce  Commission  and  the  state 
commissions  in  adjusting  rates  from  time  to  time  so  as  to  assure  a 
fair  return  and  adequate  protection  to  the  security  holder. 


rXTUS  OF  EXISTING  KAILUOAD  LAWS  AND  RBGULA- 
TTVK  AOKNriES  UNDER  FEDEIUL  CX)NTROL 

Bt  Edoab  WATKms 

M  of  railroads  nuy  for  the  purpoiM  of  ihii  db- 

1  into  two  eateRoriM.    These  are,  the  rafpiUUdii 

»  promote  competition  among  railroads  and  those  ps»- 

«'  to  be  paid  for  a  servioe. 

.  .  18  of  the  Director  General  which  in  effect  suspsod  the 

iti-pooling  section  of  the  Act  to  Regulate  Commeree  and  the  right 

of  the  railroads  to  protection  against  short^hauling,  whie^  take  from 

shippers  their  statutory  right  to  route  their  freight  and  which  limit 

the  right  of  the  carriers  to  make  traffic  agreements,  fall  in  the  first 

category  and  suspend  statutes  inconsistent  with  the  full 

by  the  government  of  the  property  taken  over.    These 

be  considered  as  repealed  for  the  time  being  by  clear  intendmant  oC 

Congrsss.   Accounting  rules,  the  discharge  of  employes  and  the  Mm- 

ance  of  passes,  within  the  terms  of  the  law,  are  but  ineidaQla  of  poa- 

saion  and  use.  and  freight  embargoes  are  frequently  enforeed  by 

KlsprivM'  Mo<l.    Demurrage  charges  and  regntatiom  fe 

,  rimarily  i:.    :. .    i  to  obtain  revenue  but  to  faciKtafa  trampor- 

tion  by  the  prompt  release  of  cars.    If  the  demurrage  charge  is 

II      I  !  !  •  r  may  be  slow  to  release  his  ear,  while  a  high  rale  of 

u*  ^^uinulates  the  expeditious  loading  and  unloading  of  can. 

u  1        .  therefore,  that  the  Ehrector  General  was  efTecting  a  greater 

ut  of  "material  and  equipment"  for  "purposes  cooBecled 

^  '  iiKTgenoy, "  when  he  obtained  an  increase  of  the  dewiu* 

\\  i  ^.  .'n  done  was  clearly  autiionznl  l»y  tlie  act  of  C'on- 

<  i^s  uii'itji  u  !i;<  ii  the  Director  General  was  api>ointe<l,  and  he  prob- 

ibiy  could  have  made  effective  the  demurrage  mice  without  the  in* 

M  of  the  Interstate  Commeree  Commisrion. 

ariy  there  could  be  no  reasonable  qosilioe  of  hia  authority 

>  make  rules  and  regulations  as  to  methods  of  packing,  loading 

and  stowing  si  ts,  and  of  othcrwiae  proleeltiif  and  eonaenr- 

ing  those  con.  s  required  by  the  exifsoeiei  of  the  preaaiii 
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situation.     Thus  he  may  say,  as  the  Food  Administrator  has  stated 
in  advertisements,  that  flimsy  boxes  should  not  be  used  as  containers 
for  the  transportation  of  food  products.    Passenger  travel  miglit 
be  curtailed,  because  to  do  so  would  leave  available  more  equip 
ment  for  the  transportation  of  commodities  necessary  to  suppl 
the  public  wants. 

The  provisions  of  sections  2  and  3  of  the  Act  to  Kepcnlatc  (  om- 
merce,  which  prohibit  discriminations  and  preferences,  remain  in 
force,  except  preferences  may  be  given  as  stated  in  the  act  relied 
on  by  the  President  and  quoted  above.     Similar  but  less  li' 
governmental  preferences  were  given  by  the  Hepburn  amend 
of  June  29,  1906. 

The  shipper's  right  to  a  reasonable  rate,  to  allowances  for  s(  r\  - 
ices  and  instrumentalities  furnished,  to  reparation  for  damages  suf 
fered  and*to  protection  against  an  *' increased  rate,  fare,  charge  ( 
classification"  until  "after  approval  thereof  has  been  secured  from 
the  commission,  *'  *  are  not  inconsistent  with  the  purposes  for  which 
the  President  was  authorized  to  take  possession  of  the  railroads. 

These  rights  of  shippers  to  a  fair  equality  among  themselves, 
to  reasonable  charges,  to  allowances  in  proper  cases  and  to  free- 
dom from  rate  increases  without  prior  approval  by  the  Interstai 
Commerce  Commission  are  in  the  second  category;  and  being  en- 
tirely consistent  with  the  purposes  for  which  the  President  was  an 
thorized  to  seize  the  railroads  still  exist,  and  it  seems  clear  that  Con 
gress  has  not  as  yet  given  the  President  power  to  issue  all  kinds  ( 
orders  which  "shall  have  paramount  authority.'* 

The  shipper's  rights  are  subordinate  to  the  needs  of  the  govern 
ment  in  connection  with  the  transportation  of  all  persons  and  com- 
modities used  or  necessary  to  the  conduct  of  the  war,  and  to  the 
authority  of  the  President  to  utilize  the  railroads  for  "such  oth( 
purposes  connected  with  the  emergency  (created  by  the  war)  as 
may  be  needful  or  desirable."     "Needful"  and  "desirable"  give 
the  President  a  discretionery  power  of  wide  scope,  but  such  pow( 
is  the  power  of  utilization  of  the  railroads.     If  the  utilization  for 
the  purposes  named  or  for  purposes  connected  with  the  present 

*  Act  of  August  9,  1917,  amending  sec.  15  of  the  Act  to  Regulate  Commer^  < 
It  will  be  noted  that  this  act  was  passed  nearly  a  year  after  the  approval  of  the'  act 
under  which  the  director  of  raUioads  obtains  his  power:  and  that  the  President 
seised  tbe  roods  under  authority  of  a  section  of  an  appropriation  act  passed  nearl 
months  before  Conffress  declared  tbe  existence  of  a  state  of  war. 


Exnmro  Haiuu>ad  Law*  |J8 

emeneency  and  doanied  needful  or  deeirabla  aolud^  «oy  ibipper 
'romdBt  the  tUtutory  power  has  not  been  cs- 
Me  ihipper  be  not  to  eMluded  fiom  euefa  OM^ 
tht  ives,  limited  only  by  the  foveromenUl 

118  preeeribed  in  the  mete  to  leRulate 
t  terms  ordered  by  the  Direetor  Oeoeml. 
While  the  Preeident  givea  **  parmmount  authority  "  to  the 
of  the  Dirr< '  f  neoeatity  ordera  authoriied  by  tho  ael 

of  August  L'  t  ordera  which  would  fix  ebariM  differ- 

ent from  those  found  reaaonable  by  the  Interatate  Conunaiea  Cooi- 
minion. 

Congreas  has  under  consideration  billa  fixing  man  detoilaiy 

the  powers  to  be  exercised  by  the  President.    The  authority  to 

l>e  rates  and  to  make  regulations  not  directly  affeetiiig  the 

ion  of  equipment,  may,  in  the  discretion  of  Coogrsss,  be 

with  the  several  commissions;  but  it  may  well  be  argued  that  a 

ho  Interstate  Commerce  CommiMOii  composed  of 

ot  act  with  that  promptness  demanded  by  the  exi- 

:  ng  out  of  our  participation  in  a  great  war. 

•n  exercises  leptfattve, 

iijo  debates  like  a  l8gia» 

\ve  body,  and  delays  like  judicial  tribunals.     Its  admtnistratiTe 

'  '^  be  left  to  one  man ;  but  its  rate  making;  or  legi»- 

;  and  its  rate  judging,  or  judicial  function,  will  be, 

given  greater  consideration,  although  not  necessarily 

•  orrect  conclusions,  than  if  committed  to  any  exeeotiYo. 

iiaking  as  between  the  private  owner  and  the  ahipper  is 

fionably  a  legislative  act.    There  is  force  in  the  argument 

>ce  the  government  is  the  possessor  and  user  of  the  railroads 

rges  to  be  exacted  nuiy  be  preeeribed  as  mere  adminlstratiTe 

I'his  question  is  academic  as  the  Congress  b  proposing  legie- 

h  it  may  lawfully  enact,  whether  or  not  there  exisU  a 

:  II  power  because  of  the  ownership  being  private  or  poblie. 

is  proposed  in  the  pending  legislation  to  specify  where  tlie 

ity  to  nuike  rates  shall  lie.    The  argument  is  made  thai  mi- 

power  is  given  the  Director  General  to  take  any  aelioo  eoo- 

ning  either  operation  or  charge  that  he  may  deem  needful  and 

he  will  be  unable  effectually  to  meet  the  poblie 

lors  the  argument  is  pinssed  on  the  eommittasi  of 
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that  10  give  so  great  a  power  to  one  man  is  dangerous  and  that  if 
Congress  should  give  such  jurisdiction  to  the  Director  General  it 
would  be  shirking  its  constitutional  obligations  by  delegating  legis- 
lative powers. 

Congress  cannot  delegate  its  legislative  authority.  It  can, 
however,  prescribe  a  general  rule  leaving  to  a  delegated  person  or 
tribunal  to  determine  when  particular  facts  bring  a  rate,  practice 
or  regulation  within  the  rule.  This  Congress  did  when  it  created 
the  Interstate  Commerce  Commission,  which,  when  first  created. 
was  but  part  of  the  Department  of  the  Interior.  That  the  Com- 
mission was  composed  first  of  five,  later  of  seven  and  now  of  nine 
men,  does  not  change  the  rule. 

The  number  of  men  entrusted  with  power  has  no  relevancy  to 
the  legal  right  to  make  the  appointment  of  the  agency,  and  one 
director  general  can  be  given  all  the  powera  that  have  been  or  may 
be  given  nine  commissioners. 

When  different  agencies  have  jurisdiction,  however  carefully 
delimited,  over  the  same  subject  matter,  there  will  of  necessity  arise 
unforseeen  situations  presenting  questions,  difficult  of  solution, 
as  to  which  agency  has  authority.  No  general  line  of  demarkation 
of  separate  authority  can  make  provision  for  the  infinite  situations 
which  may  from  time  to  time  arise.  In  the  present  hour  of  supreme 
need  for  prompt  and  decisive  action,  there  should  be  one  agency 
with  "paramount  authority."  The  ordinary  commissions  may,  i 
subordination  to  this  agency,  be  utilized;  and,  when  speed  is  not 
necessary,  these  commissions  may  be  left  to  hear,  discuss  and 
recommend. 


HAS  THE  IMPORTANCE  OF  FEDERAL  VALUATION  OF 

RAILROADS  BEEN  INCREASED  <^^»'  '  '^ENED 

BY  FEDP:RAL  CONTROL  OF  O  .  ION? 

Bt  H.  B.  Whauno 

A  report  of  the  general  seereiary  of  the  Preiideot't  Coofatwiet 

I  Committee  for  the  Federal  Valuation  of  lUilroads,  datad  DeeemlM* 
31,  1017,  sUted  that  up  to  June  30, 1917,  Ui«90v«niiieDt  had  fpeot 
about  19,000,000  and  the  railways  approximatoly  $16,600,000  on 
valuation  work  since  the  passage  of  the  Physical  Valuation  Act  oC 
March  1,  1913. 

Tentative  valuations  have  bean  served  on  six  carriers  with  a 

!  total  mileage  of  2,120  miles.    Field  and  track  inspection  has  been 

npleted  on  153  roads  aggregating  61,333  miles;  on  9  mors  roadi 

iling  44,017  miles  this  work  is  from  75  per  cent  to  100  per  eent 

upleted;  it  is  from  50  per  cent  to  75  per  cent  finished  on  9  addi- 

'inefl  having  a  mileage  of  36,970  miles;  and  it  is  started  but  less 

ilf  done  on  186  roads  comprising  186,834  miles. 

The  field  and  track  work  is  not  the  most  difficult  part  of  the 

i«  rt  aking.    After  the  inventory  is  made  the  problem  of  valuatioB 

aains — what  unit  prices,  what  deductions  for  depfseialioo,  ele.» 

'  almost  ad  infiniium.    All  in  all,  the  work  is  probably  about 

rd  completed. 

The  question  presented  for  discussion  in  this  paper 
ieral  control  of  operation  decrease  or  increase  the  importanoe  d 
^  great  undertaking?    This  may  best  be  answered  by  coDSMkr> 
^  the  possible  uses  of  a  physical  valuation  of  railwajrs. 

\  phynical  valuation  may  be  used  (1)  to  promote  inteUigeot 

tion,  (2)  to  secure  adequate  toper visioo  d  seeuiiliai 

,  .     to  reach  a  just  value  in  condemnation  cases,  and  (4)  to 

I I  value  non-paying  roads  for  purposes  of  taxation. 

PBTaiCAL  Valuation  amd  Rates 

Intelligent  control  of  railway  rates  presupposes  a  definite 
•Qomic  policy.  Under  private  ownership  and  operation  it  is  Ibe 
rpose  of  owners  to  get  as  much  as  possible  out  of  the  pnblie. 

I!  125 


126  The  Annals  of  the  American  Academy 

Kat€6  are  grossly  discriminatory  and  generally  extortionate.  Under 
government  regulation  or  government  control  it  is  intended  to  fix 
rates  so  aa  to  shape  the  railway  system  to  serve  and  promote  the 
economic  needs  of  the  country.  But  what  rate  policy  will  accom- 
plish this  end? 

The  attempt  to  outline  an  economic  policy  of  rate  fixation  leads 
us  immediately  to  the  law  of  comparative  costs — nations,  communi- 
ties, persons  should  specialize  in  the  production  of  those  goods  which 
they  can  produce  relatively  the  cheapest.  It  is  manifestly  absmi 
for  Iowa,  for  instance,  to  try  to  raise  grapefruit  or  bananas  whtn 
it  can  engage  more  productively  in  wheat  and  corn  growing.  It  is 
no  less  absurd,  save  in  degree  only,  for  any  community  to  divt 
its  capital  and  labor  from  the  most  productive  pursuits  to  those  k\ss 
productive.  If  the  principle  of  comparative  costs  is  operative  there 
is  secured  a  maximum  utilization  of  resources — ^human  and  natuml. 
Conversely,  anything  that  interferes  with  the  working  out  of  this 
law  induces  an  economic  loss. 

It  is  clear  that  the  railways  are  the  arteries  of  trade  and  that 
upon  the  proper  functioning  of  them  depends  the  economic  move-  i 
ment  of  goods  from  one  community  to  another.     If  rates,  in  the 
aggregate,  are  too  high,  internal  commerce  is  restricted,  or  what  is  { 
the  same  thing,  the  law  of  comparative  costs  is  prevented  from  f rooly  ' 
working,  with  the  result  that  communities  are  forced  to  produce 
goods  which  they  could  otherwise  get  less  expensively  in  exchange 
and  productive  agents  are  employed  at  less  than  the  maximum  ad- 
vantage.    By  a  like  sign,  if  rates  in  total  are  too  low,  not  enou^rh 
capital  will  flow  into  the  railway  business  and  internal  commn 
is  diminished  with  a  resultant  economic  loss.     Also,  if  rates  uie 
made  too  high  to  one  community  and  too  low  to  another  the  benefits 
of  trade  are  destroyed,  for  if  a  community  cannot  ship  goods  out ' 
it  cannot  ship  them  in.     Thus  extortionate  rates,  confiscatory  rates  '\ 
and  discriminatory  rates  are  economically  bad.  j 

The  latter  evil  may  be  remedied  by  applying  the  principle  of  j 
joint  cost  to  railway  tariffs:  the  two  former  give  rise  to  the  problem 
of  valuation.     It  is  this  problem  that  involves  the  question  of  a 
physical  valuation.    To  it  attention  is  directed. 

It  will  hardly  be  questioned,  I  believe,  that  if  competition  pre- 
vails the  law  of  comparative  costs  will  operate  with  the  result  that 
the  maximum  utilization  of  human  and  natural  resources  is  achieved. 


FcDBRAL  Valuation  ''*  T^^ruKUM  197 

'>(K)ly.  by  ri^tncUAg  ihetupplx  And  ky  pi»- 

r.     •'  of  the  principle  of  oomparmtivo  ootUi 

oinic  I06H.     If  the  monopoly  is  a  naturml  one  it 
V  regulation,  but  it  rnny  be  to  ooolrolled, 

r.  .^  ,  :...^.  M  to  secure  the  result,  if  not  the  feci,  of 

tion,  and  it  ia  the  result  of  oormal  competition  that  is 

Under  competitive  conditions  it  is  ordinarily  true  that  the  taIim 

I  business  equals  the  amount  of  capital  invested  in  it.    But  oUier- 

(\  a  competitive  busineea  can  earn  no  more  than  a  normal  reium 

capital  actually  invested  in  the  enterprise.     If  we  ravefM 

...  jcess  in  the  case  of  monopoly  and  fix  a  price  which  allows  to 

monopoly  no  more  than  a  normal  return  on  invesimeDi  we 

"  results  of  competition  and  secure  the  most  productiTe 

„.  .     ..omic  agents. 

Railways,  of  course,  are  eharacteristically  mooopoUstie.    Coo- 

^  ly,  it  should  be  a  tenet  of  regulative  policy  to  fix  rates  so  as 

.  iiit  the  accrual  of  a  normal  net  return  to  investment  equal  to 

it  could  be  had  in  competitive  businesses  of  a  similar  degree  of 

k.    This  is  a  full  application  of  the  doctrine  of  comparative  eosU. 

The  determination  of  investment  without  a  physical  valuatioii 

iiconceivable.    Thus  it  becomes  clear  how  important  it  is  to  have 

h  a  valuation.     It  is,  of  course,  not  contended  that  there  are 

'  intangible  elements  in  valuation,  but  it  is  maintained  that  intel- 

nt  valuation  and  rate  regulation  are  not  possible  without  a  phy- 

I  ^  aluation. 

M nee  the  aim  of  rate  fixing  is  to  fashion  the  railway  system  to 

I  sen^e  economic  welfare  best,  it  can  make  no  difference  whether  the 

t  controls  or  only  reguUtes  the  roads.     Legal  title  would 

.^^  the  nature  of  the  economic  problems  involved.     It  is, 

re.  patent  that  the  recent  action  of  the  government  in  asram- 

of  operation,  perman-  Mporarily,  can  have 

a  the  importance  of  a  p:..   .  n.     From  the  polni 

iew  of  rates,  it  is  neither  more  important  nor  less  important  tlial 
"  task  begun  should  be  completed. 

Physical  Valuation  and  Sbcubitibs 

iilway  scrurities  have  afforded  a  moti dslseUbb  field  for  fi- 

a  manipulation.     Ihc  Alton,  the  New  Haven,  lbs  Roek  Isbad 

1  many  others  are  cUssic  instances.    In  1898  Alton  stock  «W 
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selling  well  above  par—the  surplus  of  the  road  was  approximately 
$7,000,000  and  net  earnings  easily  large  enough  to  maintain  8  per 
cent  dividends.  Under  the  "able"  leadership  of  Mr.  Harriman,  in 
seven  years,  the  capitalization  was  expanded  from  $34,000,000  to 
$114,000,000  while  property  to  the  extent  of  only  $18,000,000  was 
acquired.  In  essence,  the  sound  credit  and  excellent  reputation  of 
the  Alton,  built  up  through  years  of  conservative  management,  was 
overcapitalized  and  sold  to  an  unsuspecting  public.  The  New 
Haven  paid  reckless  prices  for  steam  and  trolley  lines  in  the  effort  to 
create  a  transportation  monopoly  in  New  England  with  the  result 
that  it  was  greatly  overcapitalized  and  its  stock  fell  from  $200  to 
somewhere  near  $50.  The  Rock  Island  regularly  paid  dividends 
out  of  capital,  failing  to  set  aside  enough  to  cover  depreciation  be- 
cause paying  fancy  prices  to  insiders  for  subsidiary  lines.  The  re- 
sult— the  once  prosperous  road  was  swamped,  nay  drowned,  in  water 
of  the  characteristic  muddy  financial  sort.  And  so  on  we  might 
extend  the  sickening  list — but  enough. 

In  all  this  manipulation  the  public  and  the  investor  are  inter- 
ested. If  rates  are  allowed  high  enough  to  pay  dividends  on  the 
watered  stock  they  are  extortionate  and  trade  is  restrained.  If 
rates  are  made  so  as  to  allow  a  return  on  investment  without  regard 
to  the  outstanding  securities,  dividends  cannot  he  paid  thereon, 
the  credit  of  the  company  suffers,  funds  for  extensions  cannot  be 
had,  adequate  transportation  facilities  cannot  be  furnished,  and 
trade  is  diminished.  In  both  cases  the  public  loses.  Likewise,  of 
course,  the  investor  is  mulcted  out  of  his  investment. 

Only  the  financial  buccaneer  gains.  He  should  be  made  to  db- 
gorge  in  so  far  as  possible — but  it  is  high  time  that  such  manipula- 
tion be  stopped  and  this  can  be  done  only  by  government  super- 
vision or  control  of  security  issues.  The  government  may,  in  the 
case  of  private  operation,  either  authorize  issues  or  enforce  public- 
ity.    The  latter  is  probably  preferable. 

Whichever  method  is  adopted  makes  no  difference  in  so  far  as' 
physical  valuation  is  concerned.  Proper  control  of  securities  issues 
requires  sound  accounting  and  sound  accounting  is  based  on  phy- 
sical valuation.  It  would  not  have  been  possible  to  pull  off  the  Al- 
ton and  other  deals  if  the  actual  value  of  the  property  had  been 
known  and  if  the  public  had  been  informed  of  the  disposition  of  the 
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proLTi ' '     '   '  •  Hccuhties  Mies.    I'hymcAl  vaiuAUOo,  ioiuid  aooouo^ 
iriK,  pti        ,      hero  lies  the  remedy  for  fioAneial  twwibWi. 

It  oaanukke  do  difference  whether  the  fovemmeot  merely  eitper- 
vuee  eeourity  iaeucs,  or  takee  over  the  roedi  pemuMMOtljr  end  keoee 
iu  own  securities,  the  finenctel  problem  li  the  etme.  Afdo.  tlieo, 
the  necessity  for  having  a  physical  valuatioo  it  not  ehanfwi. 

Phtsical  Valuation  and  Condbmiiatiom 

It  is,  I  believe,  usually  considered  that  physical  valuaikm  li 

csMMitial  to  condemnation  proceedings    Thie  is  true,  but  not  in 

t!io  .sense  generally  meant.    If  the  government  fisee  ratee  or  per- 

its  ratee  which  give  a  certain  earning  power  and  eoneequeutly 

ciitablish  a  certain  market  value  of  the  railway  eeourities,  it  ought 

in  a  purchase  case  to  pay  a  price  for  the  railweye  indicated  by  mM^ 

t  value  of  securities  (averaged  over  a  period  ol  years,  of  course) 

und  not  by  physical  value.    It  may  be  true  that  there  is  an 

of  monopoly  returns  in  the  earnings,  but  eecuritiee  have  bee 

thereon,  and  equities  have  been  established  which  it  is  not  just  to 

''  '    h.    It  is  possible  to  reach  the  desired  end  by  a  progiwaie 

•>  tax  and  by  a  still  more  progressive  inheritanee  taac,  the  pro* 

•  )f  which  may  be  used  to  amortise  the  securitiei  representing 
II  V  dement  in  return.  However,  it  is  far  frcm  eiear  how 
pii  iivestor  for  the  sake  of  the  public  is  juetiilable.    But 

t  he  event  that  the  road  has  been  "skinned, "  ».e.,  depieeiation  not 
care  of,  a  physical  valuation  would  be  servioeable  in  oooden- 

•  cases.    This  question  always  arises — hence  condemnatiott 
see  require  the  use  of  such  a  value. 

In  my  estimation,  the  recent  policy  of  the  government  m  guai^ 
nnteeing  the  net  earnings  averaged  for  a  period  of  years  is  sound 
•  >nomically. 

Physical  Valuation  and  Taxation 

For  purpoees  of  taxation,  value  depends  primarily  upon  net 

rninKs,  but  for  non-paying  roads  a  "dismembered  seUing  rwhrn^ 

usi^ful.    This  contention  rests  on  the  theory  that  goods  sboold 

put  to  the  most  economic  use  and  if  one  railway  cannot  use  them 

'illy  they  should  still  be  taxed  at  the  price  another  railway,  or 

•  r  business  of  any  sort,  will  pay  for  them. 

By  way  of  summary  it  may  be  reiterated  that  a  phyaeal  value- 
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tioD  is  essential  (1)  to  economic  regulation  of  rates,  (2)  for  the  pro- 
teotion  of  investors,  (3)  in  establishing  a  purchase  price  in  certain 
eases,  and  (4)  for  the  determination  of  a  taxable  value  in  the  case 
of  non-paying  roads.  With  regard  to  the  first  two  points  espe- 
cially, economic  policy  rests  on  a  physical  valuation.  If  the  govern- 
ment only  regulates  railways  or  if  the  government  continues  to  op- 
erate them  as  a  public  business  its  policy  cannot  economically  Ix^ 
diflferent,  nor  can  it  be  successful  without  the  means  of  determining 
investment,  namely,  a  physical  valuation.  It  is,  therefore,  neces- 
sary that  the  work  now  being  done  under  the  direction  of  the  Inter- 
state  Commerce  Commission  go  on  to  completion. 


CONTROL  OF  RAILROADS  AFTER  THE  WAR 
HxKBT  A.  Palmer 

It  might  be  asked  why  it  should  be  assiiined  IbAt  tliero  will  be 

r  should  be  a  change  after  the  war  in  the  plan  of  railroad  eootfol 
m  effect  before  the  war.  In  other  words,  in  what  maiiMr  !«•  the 
war — which  has  caused  a  temporary  change  to  gOTwmmspi  op«a- 
)n  to  meet  a  serious  emergency,  but  for  that  emergency  only — 
made  it  incumbent  on  the  country  to  revise  its  method  of  rsguhUlBf 
the  oonmion  carriers?    Most  certainly  it  does  not  follow  tiuU, 

orely  because  there  has  been  a  change  in  methods  to  meet  war 
rulitions,  there  should  be  a  permanent  ehange.    Bat  Just  as  ear- 

linly  it  is  true  that  the  exigencies  of  war  have  emphasised  some  of 
the  weaknesses  in  our  methods  of  regulatk>n  and  that  it  would  be 
folly  not  to  cure  them  now  that  they  have  been  so  plainly  aspueeJ. 
And  just  as  certainly  it  is  true  that  the  neoeesary  war  operation  of 
e  railroads  by  the  government  has  demonstrated  methods  by 
which  efficiency  may  be  increased  through  their  permanent  applka- 
tion,  and  not  to  take  advantage  of  this  knowledge  would  be  equally 

olish.  So,  not  as  a  natural  consequence,  but  merely  because  we 
nave  already  learned  many  ways  in  which  our  handling  of  the  tan*- 
portation  problem  may  be  improved,  and  will  doubtless  team  vumf 
more  before  the  war  is  over,  it  does  follow  that  after  the  war,  when 
the  raihx>ads  are  returned  as  they  should  be  to  their  ownsn,  then 
must  be  some  revision  in  the  maddnery  by  which  they  are  rsgulatod: 
this,  both  for  their  own  benefit  and  that  of  the  shipping  public 

No  one  ought  to  attempt  to  say  now  with  any  defroe  oi  esaelr 
rices  what  the  after-the-war  method  should  be.    We  are  foiac 

trough  a  historic  period  in  railroad  regulation  and  the  esperiment 
of  l:  >v*  rnment  operation  is  as  yet  too  new  to  justify  aiqr  definit# 
attmipt  :it  permanent  application  of  the  lessons  learned— at  leaat 
as  long  as  there  is  so  little  prospect  of  an  early  end  to  the  course  of 
study.  Whether  we  agree  with  what  the  government  has  done  or 
not,  it  is  done,  and  government  opemtion  wOl  eontinoe  to  the  end 

f  the  war.    We  have  all  that  time  for  observation  and 
t  ion  as  to  what  should  be  done  when  peaee  oomes.    Within  a 

131 


183  Thb  Annalb  of  the  American  Academy 

tain  de&nite  period  after  the  end  of  the  war,  government  operation 
should  cease  and  raiht)ad  control  should  automatically  revert  to  the 
owners  of  the  property.  Then  we  should  be  prepared  to  enact, 
within  that  period,  well  considered,  thoroughly  scientific  railroad 
regulation  legislation,  based  not  only  on  what  was  known  before  the 
war,  but  also  on  what  we  have  learned  while  the  war  was  in  progress. 

Opinions  Regarding  Public  Policy  after  War 

If  government  operation  of  the  railroads  during  the  war  foi 
the  purpose  for  which  they  were  taken  over  is  a  success — as  it  ought 
to  be  and  doubtless  will  be — there  will  be  a  great  cry  for  government 
ownership.     Already  the  preliminary  notes  have  been  heard.     Of 
course,  it  does  not  at  all  follow  that,  because  the  government  with  tli< 
autocratic  power  given  to  the  Director  General  of  Railways  in  a  w:i 
emergency  can  accomplish  what  the  carriers  themselves,  hampered  1  < 
law  and  custom  and  regard  for  the  rights  and  comforts  of  their  p; 
irons,  as  well  as  for  their  own  profits,  could  not  accomplish,  govern- 
ment ownership  would  be  the  proper  nostrum.     The  arguments  for 
and  against  such  ownership  are  too  well  known  to  be  entered  into 
here.    It  is  suflScient  to  say  that  the  success  of  the  government  in 
accomplishing  a  war  time  task  under  war  time  powers  at  a  cost  of 
great  sacrifice  by  commercial  interests,  would  not  be  a  legitimate 
added  argument  in  its  favor;  while  as  an  added  argument  against 
it  is  to  be  counted  the  fact  that  the  government  will  hardly  be  in 
shape  at  the  end  of  the  war  to  assume  such  a  huge  financial  burden. 

As  to  whether  there  shall  be  some  permanent  plan  of  govern- 
ment control  or  operation  short  of  actual  ownership  but  akin  to  the 
present  war  plan,  the  question  divides  those  who  would  put  into 
effect  a  non-competitive  system  under  government  auspices  froi 
those  who  see  no  reason,  because  we  have  had  a  war,  that  the  busi- 
ness methods  of  private  ownership  should  not,  in  general,  continue 
to  govern.  No  one  can  dispute,  of  course,  that  if  the  government 
owned  or  controlled  all  the  railroads  and  would  work  out  and  enforce 
an  efficient  plan,  millions  of  dollars  in  duplicate  salaries,  duplicate 
trains,  duplicate  rents,  duplicate  service  and  facilities  of  all  kinds 
could  be  saved.  But  they  could  also  be  saved  if  the  government 
operated  all  the  grocery  stores,  or  all  the  coal  mines,  or  all  the 
churches.    We  may  some  time  reach  that  Utopia  but  the  time  is 


of  pAt* 
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hor  through  fovemmflot  ownenUp  or  any  oibor  form 


Nejboko  RBroRMS  nf  Raileoad  Rjmulation 

Let  U8  Uy  down,  then,  as  the  first  general  prineiple  of  the 

oy^Uim  of  regulation,  that  the  railroads  are  to  rematn  in  private 

own<T>ihip,  but  with  the  added  degree  of  foiraniiiieot  eootrol  iImH 

the  fair  acoompUahment  of  aome  ci  the  refonni  that 

• .    Aa  the  seoond,  let  ua  aay  that  all  laws  that  have 

i  in  effidenoy  are  to  be  repealed  or  ameoded  ao  that, 

though  injuMic^  may  not  be  done,  the  earrieri  will  still  be  able  to 

do  thing's  aicuted  by  good  buatnees  judgment  whieh  they  are  dow 

prevent*  (1  from  doing.    Aa  the  third,  let  ua  aay  that  aa  far  aa  poari 

or  wise,  all  things  considered,  the  raihoada  ahall  be  eonpelled 

law  to  do  the  things  that  have  been  demonstrated  aa 

them  to  do  but  which,  of  their  own  will,  they  have  refrained 

ng.     In  other  words,  let  the  railroads  oontinue  to  operate  under 

same  general  plan  of  private  control  and  ownership  aa  before  the 

r,  with  more  liberality  toward  them  as  to  the  things  they  are  per- 

tted  to  do  and  greater  strictnees  as  to  things  they  are 

.x>  do— which  carries  with  it  the  idea  of  greater  powers  in 

hitor>'  body,  though  thoee  powers  would  be  uaed  for  the  earriefi* 

benctit  aa  well  as  for  the  repression  of  any  improper  dewea  oo  their 

'^•^rt. 

To  start  with,  let  us  do  away  with  the  multiplicity  of  reguUt- 

bodiea,  the  celebrated  forty-nine  masters,  and  center  the  regolat- 

<  power  in  one  federal  body,  the  Interstate  Coniineree 

ion.    Let  us  do  away  with  the  state  oommiaaioiia  aa  railway 

>»  except  as  they  may  continue  to  exercise  mere  poliee 

1,  possibly,  as  they  may  continue  to  regulate  railwaya  that  are 

<'ly  intrastate.    There  are  thoee  who  say  this  is  not  legally  poa> 

I  ■      lit  there  are  others  who  say  it  is.    But  so  far  as  it  is  le^yiy 

ii4c  it  should  be  done  and  ex^ery  effort  should  be  made  to  detsr> 

no  it«  legal  possibility.    It  is  ridiculous  and  highly  prodneliTe 

-y  and  unfairness  that,  for  instance,  a  train  must  have 

wi  crew  in  one  state  and  a  different  kind  in  another;  or 

I  the  fare  should  be  fixed  at  one  rate  in  one  state  and  at  a  dif- 

Qt  rate  in  another,  both,  perhaps,  var>nngfrom  the  intentate  rata. 

(-  railroads,  whatever  their  paper  form  of  otgantsation  orwhair 
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aver  the  rights  of  states  to  regulate  them,  are  a  national  system  i 
reality  and  in  so  far  as  they  are  not  permitted  or  compelled  to  opi  i 
ate  as  such  they  must  fall  short  in  efficiency. 

It  is  true  that  this  doctrine  is  shocking  to  some  as  an  attempt 
to  invade  the  sanctity  of  so-called  state  rights.  But  there  is  noth- 
ing sacred  about  the  theory  of  state  rights  or  any  other  political 
theory.  If  it  does  not  hold  water  it  should  be  cast  aside.  And, 
besides,  there  are  those  of  no  small  ability  and  legal  lore  who  hold 
thai  the  doctrine  of  state  rights  is  not  incompatible  with  centralized 
federal  regulation  of  railroads — indeed,  that  the  two  go  hand  in 
hand  in  that  the  real  and  highest  right  of  a  state  is  to  be  protected 
from  discrimination  by  reason  of  the  act  of  another  state.  These 
are  questions  for  the  lawyers,  but  they  should  be  threshed  out  with 
a  view  to  constructing  an  efficient  system. 

There  must  be  a  more  definite  government  policy  with  respect 
to  the  revenue  railroads  are  allowed  to  earn.  As  things  are  now, 
the  Interstate  Commerce  Commission  regulates  rates — and  the 
rate  regulating  power  should  remain  in  that  body,  war  or  no  war — 
but  there  is  always  dispute  and  never  certainty  as  to  just  how  far 
the  Commission  may  use  its  judgment  in  deciding  whether  the  reve- 
nues of  the  carriers  are  sufficient.  The  inclination,  in  the  absence 
of  a  definite  declaration  by  Congress  on  the  subject,  is  to  confine 
consideration  to  the  questions  of  reasonableness  and  discrimina- 
tion.    There  should,  perhaps,  be  fixed  a  minimum  net  return. 

Even  with  such  a  provision  we  should  be  confronted  by  the 
vexed  question  of  whether  a  certain  general  increase,  which  the 
weak  roads  need,  should  be  allowed  when  it  would  swell  the  revenue 
of  the  more  prosperous  roads  to  unreasonable  proportions.  This 
brings  us  to  the  subject  of  the  pooling  of  traffic  and  revenues,  now 
illegal.  It  should  be  made  legal,  within  certain  limits.  The  stock- 
holders of  a  given  road  should  have  reasonable  assurance  that,  so 
long  as  the  road  was  properly  operated  and  necessary  at  all  in  the 
scheme  of  things,  it  would  earn  for  them  no  less  than  a  certain  per- 
centage of  return.  It  might  earn  as  much  more  as  good  manage- 
ment and  general  conditions  warranted.  Such  a  plan,  to  be  sure, 
unless  carefully  worked  out,  might  provide  for  the  prosperous  con- 
tinuance of  a  road  that  really  had  no  reason  for  living  or  for  making 
money  out  of  its  existence.  There  would  have  to  be  government 
participation  in  deciding  whether  a  given  road  should  share  in  the 
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fiUM  of  minimum  return,  and  that  power  of  partldpatioo  would 

etobewiaelyexerdaed.    The  atrict  rule  of  the  turvfral  oCUm  fit- 

'  eannot  be  applied  to  the  railroad  situation  for  the  ranao 

('  to  Uike  thingi  aa  they  are  and  not  aa  they  might  be  if  we 

.  ...It  from  nothing  to  build  a  new  transportation  aebeme.    d 

munitiee  and  biiainMiei  have  grown  up  on  the  biMria  of  the 

They  eannot  be  wiped  out  in  the  effort  for  abeolute  eA- 

The  beet  that  may  be  done  ia  to  empower  an  able  eon- 

•<ion  to  handle  the  situation  with  due  regard  for  all  trrliltiig 

•Dd  that  necessary  roads  may  not  periah  for  laek  of 

it  thoee  more  fortunately  situated  may  contribute 

somewhat  of  their  prosperity.    Doubtleas  repeal  of  the  anti-pooUsg 

law^  would  nccomplish  all  that  is  desired  if  the  repealing  aet  were 

accompiiuied  by  wise  legislation  safeguarding  all  intersste.    The  fint 

essential  is  to  determine  the  policy.    If  it  be  the  policy  to  enabl 

Iroads  to  continue  to  exist,  and  that  by  meana  of 

shall  operate  to  distribute  profits  somewhat  more  equii- 

V.  and  at  the  same  time  bring  greater  facility  in  the  handling  of 

s  business  by  the  pooling  of  traffic,  then  the  rest  ia  eoo- 

....  easy,  a  matter  of  detail.    Such  a  plan  would  not  be  ioWy 

even  chiefly  for  the  l>enefit  of  the  carriers.     The  ahipping  pablie 

'  rofit.    Rates  would  probably  be  no  higher  than  they  olher- 

juld  be  and  service  would  be  better. 

POOLIKG  or  FACIUTm 

The  pooling,  or  common  use,  of  railroad  fadhties  is  already 
legal  And  was  tried  even  before  the  government  took  over  the  roade 
h  some  degree  of  success  by  the  eaatem  eanien.  It  aboQld  be 
le  compulsory,  within  proper  limita.  The  piupoee  of  tranepor- 
on  is  to  get  freight  and  passengers  moved  and  the  reeeon  for 
renotmoved.  If  weare  tocoDiidertraa^- 
tiiuu: .ure  is  no  reason  why  a  road  poatMeiiic  faeOi- 

that  will  help  in  the  moving  of  this  traffic  should  not  be  oom- 

1  u^  |v  !'  it  their  use  to  the  utmost  by  anybody  that  ean  on 

>  lur  i!;c  necessary'  purpose,  provided,  of  cornea^  thai  the  righte 

he  owner  to  due  compensation  are  protected.    It  might  be  urged 

t  if  a  given  railroad  knew  that  some  faeility  it  might  biiild--e 

A  terminal,  for  instance — could  be  used  by  any  road  that  wiibed 

o  use  it,  it  might  refrain  from  building  it.    But  here  the  govern- 
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ment  should  t^e  a  hand.     When  facilities  are  needed  it  should 
compel  the  railroads  to  provide  them,  and  there  would  be  no  hard- 
ship or  injustice  in  its  doing  so  as  long  as  it  provided  for  the  nec( 
sary  revenue. 

The  one  great  transportation  lesson  of  this  war  is  that  the  rail-  ] 
roads  have  not  kept  pace  in  the  matter  of  rolling  stock  and  terminal 
facilities  with  the  growing  needs  of  the  country,  even  aside  from  tho 
war  emergency.    They  must  be  made  to  do  so,  for  in  the  sense  tli 
transportation  is  a  commodity  to  which  the  public  is  entitled  iit 
reasonable  rates,  the  railroads  cannot  be  operated  as  a  private  busi- 
ness.   But  they  cannot  be  expected  or  even  compelled  to  do  so  un- 
less their  income  is  sufficient  to  justify  the  necessary  expenditures. 
Rates  and  service  to  the  public  are  coordinate  questions  and  must 
be  handled  by  the  same  authority  in  accordance  with  a  well  defin 
policy. 

As  a  means  of  bringing  about  more  expeditious  loading  and  un- 
loading of  cars  by  shippers  and  consignees,  higher  demurrage  charges  . 
are  being  tried  by  order  of  the  Director  General  of  Railways  and  the 
Interstate  Commerce  Conamission.  In  so  far  as  they  achieve  tlio 
object  desired  they  are  perfectly  proper.  The  question  of  propri< ' 
is  merely  one  of  efl5cacy.  There  is  as  yet  no  scientific  system  of  such 
charges  for  that  purpose.  There  should  be  one,  and  now  is  tho  time 
to  make  the  preHminary  study. 

Speed  in  Moving  Freight 

But  while  penalizing  the  shipper  and  the  consignee  for  failure  ?i 
to  reach  eflSciency  in  their  part  of  the  transportation  operation, 
why  not  compel  the  carriers,  by  some  similar  system  of  penalties, 
to  move  freight  more  promptly?     No  inconsiderable  part  of  the 
delay  resulting  in  demurrage  is  attributable  to  the  faults  of  the  car- 
riers themselves.     Figures  are  easily  obtainable  showing  the  un- 
reasonable time  consumed  in  transit  and  the  same  is  true  with  i 
gard  to  delays  at  terminals.     Daniel  Willard,  president  of  the  Bal- 
timore and  Ohio  railroad,  has  pointed  out  that  52  per  cent  of  the 
time  of  a  freight  car  is  wasted  around  terminals  and  that  it  is  mo 
ing  on  the  road  only  11  per  cent  of  its  time.     When  from  this  11 
per  cent  is  deducted  the  time  wasted  in  slow  movement,  the  freight 
car  as  a  medium  of  transportation  does  not  make  much  of  a  showing,  i 

Mr.  Willard's  statement  was  made  last  July.     Doubtless  the 
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showing  waa  in  great  mMsure  due  to  the  Uogle  brouKot  <>'«  t»y  %^ 

war  congostion,  but  not  all  of  it  was  thus  due.    There  is,  pprhapt,  oo 

greater  field  for  improvement  in  transportation  than  to  the  mor9* 

ment  of  freight  oare,  and  shippers  oompUin  freetij  el  beiof  held 

lip  by  the  reformers  as  horrible  eiMnples  wlien  ih^  know  thftl  the 

roads  themselves  are  at  least  as  greatly  to  blame.    The  f(nrer»> 

*  ^  \v  its  authorised  system  of  penalties,  oompels  or  tries  to  eom* 

:ihippcr  to  be  efficient.    It  should  e«ercise  the  Mme  degree 

•ulsion  toward  the  carrier. 

X  iiere  should  be  a  clearer  determination  as  to  the  hghls  and 

ies  of  carriers  in  the  matter  of  embargo,  as  to  when  aa  embario 

y  be  declared  and  what  notice  shall  be  giveo,  both  to  other  roads 

'*H  and  to  shippers.    The  practice  is  loose  and  prodoetire  of 

infusion  and  dissatisfaction. 
A.  H.  Smith,  eastern  assistant  to  the  Director  General,  rsesotly 
..  tn:rt(  (i  eastern  roads  to  embargo  consignees  who  do  not  unload 
r  tr>  { ini:.|)tly,  regardlcss  of  demurrago  Hiles.    This  is  an  order  per- 
is necessary  and  proper  under  war  operation,  if  it  is  carried  out 
ier  the  direction  of  government  authorities,  but  there  is  "W*^**^ 
.-iw  to  prevent  such  an  embargo  at  the  will  of  the  railroads  in  ordi- 
y  times  when,  in  their  opinion,  necessity  requires  it.    Probably 
re  are  few  railroad  men  whose  judgment  oould  be  depended  oo 
i  matter  of  that  kind,  and  even  if  the  motive  were  admittedly 
[)er  the  shipper  is  entitled  to  know  that  he  has  recourse  and  that 
interests  are  protected. 

Another  result  of  war  operation  of  the  railroads  has  been  the 

ing  of  the  law  giving  to  the  shipper  the  right  to  direct  tha 

•  ^u....»i  of  his  freight.    It  is  certainly  in  the  interest  of 

that  this  be  done,  though  perhaps  the  Director  General 

legal  power  in  doing  it.  Perhaps  the  right  ought  permanently 
>^  be  taken  away  by  law  within  certain  limits.  The  shipper  oughlt 
Ino  doubt,  to  be  permitted  to  control  delivery.  That  ia,  though 
ight  should  be  sent  by  way  of  the  route  most  likely  to  afford  eg« 
r^Uitious  movement  and  not  by  the  route  some  persuasive  afsni 
has  induced  the  shipper  to  select,  the  shipper  ought  to  be  proloeled 
jto  the  extent  that  the  freight  will  be  switched  without  cost  to  him 
jto  the  road  on  which  he  has  his  place  of  business  or  sidetrack,  fnm 
the  road  which  has  been  selected  as  the  most  expeditioaB  rotttn. 

There  should  be  provision  for  compulsory  arbitration  of  wait 
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demands  whicii  would  cairy  with  it  a  practicHlly  automatic  increu^ 
in  rates  to  meet  the  wage  increase  when  such  an  increase  is  permitted 
or  ordered  by  the  government.  Another  performance  like  t*^^ 
clubbing  through  Congress  by  the  labor  unions  of  the  Adain 
eight-hour  wage  law,  leaving  the  railroads  to  find,  as  best  they  may, 
the  money  to  meet  the  increase,  should  be  made  impossible. 

Still  another  reform  that  has  been  many  times  urged  and  gener- 
ally overlooked,  apparently  because  it  is  held  of  comparatively 
slight  importance,  is  the  giving  to  the  shipper  right  to  appeal  from 
negative  orders  of  the  Interstate  Commerce  Commission.  Impor- 
tant or  not,  it  is  his  right,  or  should  be,  and  should  be  given  him  for 
the  asking.  The  less  important  it  is  the  less  trouble  it  would  be  to 
grant  it. 

There  has  been  no  attempt  herein  to  outline  any  dogmatic 
plan  for  a  reorganization  of  the  plan  of  railroad  control.  Not  only 
is  the  future  of  the  railroads  uncertain  but  it  is  not  altogether  cer- 
tain what  that  future  should  be.  The  attempt  has  been  merely  to 
suggest  some  changes  that  would  appear  at  this  time  to  be  wise. 


RECONSTITUTING  RAILROAD  REntTATION 

Bt  Qbobob  a.  Poct 

"  What/'  I  am  aaked,  "is  involved  in  reooDfUtuttog  the 
of  railroad  regulation?"  Aa  I  enter  upon  the  advaotm  of 
a  promiae  made  long  ago  to  diaeuat  that  qoaatiQQ  for 
^muilff  the  agendea  of  raflroad  regulation  have  been  depoiiled 
for  the  moet  part  in  cold  storage  and  the  railroads  thff»i ffhret  ha;Te 
been  reconstituted,  with  a  vista  of  future  reoooatiUitioo  wfateh  no 
wise  man  will  attempt  to  prefigure. 

The  only  reason  why  the  Editor  of  The  AnnalM  would  invite  an 

expression  from  me  is  that  I  happen  to  bear  the  honor  of 

President  of  the  Railway  Business  Asaoeiatioii,  a  national 

•ntion  of  manufacturers,  merchants  and  engineera  who  deal.wHh 

ways.    Hence  the  only  reason  why  I  should  express  views  upon 

transportation  question  is  because  the  Railway  Buuesa  Asao* 

ion  had  formulated  a  progmm.    We  had  formulated  propoaals 

.bdore  the  United  States  entered  the  war,  but  here  we  are  with  a 

new  heaven  and  a  new  earth  and  I  cannot  ]ret  speak  for  my  asso* 

<«  with  authority  on  the  altered  aspects  as  they  now  confront  ua. 

\b  purv'^ors  of  equipment  and  supplies  we  have  in  the  past 

'dealt  with  the  employes  of  railroad  corporations  whose  ownera 

c  legion.    Today  we  deal  with  the  same  individuals,  but  they 

ore  now  government  officers.    What  further  evolution  in  our  eom- 

(merdal  transactions  the  war  may  bring  as  it  wears  on  wo  aball 

breet  with  equanimity  and  with  a  determination  to  perform  <mt 

^tmost  for  the  success  of  the  temporary  government  opaiition 

necessitated  by  the  war. 

Concerning  the  status  which  shall  follow  the  i>onelusioB  of 
peaoe  I  can  only  utter  my  individual  hopes.  Miles  of  good  wttto 
inper  have  been  consumed  in  foretelling  what  will  be  dilferant  after 
war.  Certain  things,  I  pray  heaven,  will  be  the  aame  after  the 
•var—the  same  that  they  have  been  sinoe  that  bleak  daQr  387  yean 
uco  when  the  Pilgrima  entered  the  wilderness  at  Plymoalk  Rock. 

Now  what  is  meant  by  the  competition  which  it  ia  desirahJa 
o  preset  ve  as  a  feature  of  the  new  raihnoad  atnioture  thai  ia  to  snpar- 
'cde  government  operation  after  the  oonehisioB  of  peaoe?    Mii^ 
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few  hard-headed  citizens  will  feel  inclined  to  give  up  the  lulvantn! 
which  unification  has  given  both  under  the  Railroads'  War  Boa:  a 
from  April  to  December  and  under  the  government  Director  Gen- 
eral since — advantages  arising  from  mobilization  of  rolling  stock 
without  regard  to  ownership,  common  use  of  facilities  and  the  rout- 
ing for  directness  and  cheapness  as  distinguished  from  earnings  for 
individual  railroad  corporations.  Foolish  competition  seems  more 
susceptible  to  modification  than  before  the  war.  The  government 
is  performing  functions  which  previously  business  men  performed. 
The  conditions  under  which  business  men  did  their  work  were 
those  of  compulsory  competition  indiscriminately  comprehensive. 
The  government  has  promptly  removed  from  its  own  path  some  of 
these  obstacles.  Whatever  we  have  gained  in  transportation  by 
substituting  cooperation  for  competition  we  shall  keep,  in  so  far 
as  such  retention  is  consistent  with  retention  of  competitive 
elements  essential  to  progress. 

Competition  is  not  confined  to  rivalry  between  corporations. 
Competition  exists  among  the  officers  and  employes  of  each  cor- 
poration for  promotion.  That  is  the  first  condition  which  I  hope 
will  be  preserved  the  same  in  transportation  after  the  war. 

As  I  write,  news  comes  that  the  Director  General  of  Railroads 
has  divided  the  country  into  three  regions  and  appointed  as  regional 
managers  three  men — A.  H.  Smith,  R.  H.  Aishton  and  C.  H. 
Markham.  Who  are  these  men?  Mr.  Smith  entered  the  service 
of  the  Lake  Shore  &  Michigan  Southern  Railway  as  a  messenger 
boy  in  1879  and  in  1914  had  reached  the  presidency  of  the  New  York 
Central  Lines.  Mr.  Aishton  in  1878  was  an  axman  in  the  engineer 
corps  of  the  Chicago  &  Northwestern  Railway  and  in  1916  became 
president  of  the  same  company,  having  like  Mr.  Smith  made  his 
way  through  the  grades.  Mr.  Markham  in  1881  was  a  section 
laborer  on  the  Atchison,  Topeka  &  Santa  F^  and  after  a  rapid  rise 
within  the  Santa  F6  organization  was  induced  by  the  Southern 
Pacific  to  become  general  freight  and  passenger  agent  of  its  Oregon 
Unes  in  1897,  being  appointed  general  manager  of  the  Southern 
Pacific  in  1904.  After  a  period  passed  in  the  management  of  petrol- 
eum companies  he  was  elected  in  1911  president  of  the  Illin< 
Central  Railroad.  Each  of  the  three  is  the  product  of  rivalry  for 
advancement  within  an  operating  railroad  unit.  We  do  not  knov. 
where  the  Director  General  of  Railroads  would  have  found  men 
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be  regioual  managera  under  the  war  regime  li  ibe  rmiiroad  oipkU^ 
latloDB  which  I  have  meotioned  had  not  oditad.  Whal  w%  do 
know  in  that  thoee  orsanitatioDs  did  eiiii  ae  inftitttUooa  wiMn 
\N  r  '  oment  was  open  to  the  humblaft  begbner,  whom  ao 

ii  hiB  own  incapacity  or  delinquency  eould  repiii  aad 

lo  influence  but  his  own  aUlity  and  energy  for  the 
u  tie  topmost  rung.    The  men  were  theve  wliiD  the  eouoUy 

r:i  i  it  was  in  thoee  organitaUons  that  tbqr  ma  taioad. 

Important,  however,  u  competition  in  within  the  organiiatioB 
It  15  equally*  important  between  railroad  organiMtiona.  Every 
management  knows  that  its  performance  will  be  measuied  by  the 

•reinofft  achievement  of  its  contemporaries.  Every  aspirant  is 
biiinulatcd  by  the  knowledge  that  leadership  in  aehievemeol  by 
him  will  brini:  opportunity  for  advancement  by  timnsfer  to  dther 

tmpanies. 

As  a  nmnuiaciurcr  of  niihvay  a[)i)liances  I  contemplate  with 
satisfaction  and  ze^t  the  preservation  of  a  substantial  number  of 
indepcniicnt  railroad  units.  The  progress  of  the  art  toward  in- 
crease of  safety,  speed,  convenience  and  cheapness  by  the  develop- 
ment  of  new  inventions  is  a  fascinating  story  of  indiffersoee  or 

pposition  by  one  railroad  and  appeal  by  the  devdoper  to  another 
and  another  until  a  test  is  somewhere  accorded,  a  demonsiralioD 
afforded  and  the  qualities  of  the  discovery  made  known  in  practice. 
Let  us  pre6er\'e  the  appeal;  in  that  way  lies  progrsss. 

If  citisens  in  their  individual  capacity  are  to  subscribe  the 

apital  and  be  responsible  for  the  management  of  the  raflways  under 
regulation,  one  new  and  untried  element  must  be  introduced  into 
regulation.  The  government  must  hold  some  one  of  its  bimoehea 
responsible  for  keeping  watch  over  raflway  revenues  and  wbeo  they 

ire  inadequate  for  proper  service,  including  the  attraction  of  new 
capital  for  additions,  betterments  and  extensionsi  this  branch  most 
take  steps  to  correct  the  deficiency. 

Every  student  of  current  discussion  and  e\'ents  knows  thai 
II  Docts  other  than  those  to  which  I  have  referred  are 

u  and  to  many  it  will  seem  that  some  of  thoee  which  I 

have  not  specified  are  too  important  to  be  omitted  even  from  so 
highly  condensed  a  statement  as  this.    Nevertheless  I  am  contoot 

o  specify  at  this  time  theee  two  elementab— Individual  initiative 

ind  adequacy  of  revenue— as  the  essential  factors  in  a  national 

railway  system. 


A    SUGGESTED     PLAN     FOR    PERMANENT     GOVERN- 
MENTAL  SUPERVISION    OF    RAILROAD 
OPERATION   AFTER   THE   WAR 

Bt  Albxander  W.  Smith 

The  operation  of  the  railroads  as  a  war  measure  presents  one 
of  the  most  drastic  economic  revolutions  in  our  history.  Regard- 
less of  the  duration  of  the  war,  the  complications  springing  out  of 
gOYernmental  operation  will  probably  preclude  a  return  to  the  old 
system.  Many  divergent  but  cooperating  interests  will  oppose 
such  a  return.  The  grafters,  if  such  there  be,  will  desire  to  con- 
tinue their  graft.  The  politicians  will  covet  the  patronage  and 
power  which  will  flow  from  government  operation  in  ever  increas- 
ing volume.  No  doubt  a  majority  of  the  security  holders  will  prefer 
to  sell  out  to  the  government.  Certainly  so,  if  too  great  a  sacrifice 
is  not  enforced.  The  combined  force  of  these  selfish  interests, 
which  may  be  expected  to  organize  for  mutual  profit  and  protection, 
will  override  the  public  interest  unless  a  counter  campaign  is 
launched  early  in  the  contest.  As  is  usual  under  popular  rule, 
education  is  our  only  weapon  in  defense  of  the  general  welfare. 

Thinking  people  are  alive  to  the  fact  that  the  interests  of 
the  shipper  and  passenger  far  outweigh  all  other  interests  in  the 
problem.  Some  permanent  plan  should  be  promptly  thought  out 
and  crystallized  in  the  hope  of  at  once  satisfying  the  advocates  and 
opponents  of  outright  government  ownership. 

Thb  Plan  for  Regional  Federal  Holding  Companies 

Hon.  William  W.  Cook  of  the  New  York  Bar,  a  prominent  and 
successful  corporation  lawyer,  has  filed  with  the  Joint  Committee  on 
Interstate  Commerce  at  Washington,  "  A  Proposed  Solution  of  the 
Railroad  Problem." 

He  went  to  the  pains  of  reducing  his  proposition  to  the  con- 
crete form  of  a  bill  which  he  appends  to  his  paper.  He  digests  this 
bill  in  these  words: 

L— CoogTMi  should  incorporate  five  Federal  Railroad  Companies  for  five 
dirinoiMi  of  the  whole  country.  This  corresponds  to  the  plan  of  the  twelve  Fed- 
enU  Bsaerve  Baoki. 
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3.— The  five  Fodfind  IUilr«ul  Coap^niM  would  i 

Aod  bonds  of  tho  ptweni  nOtomd  wwppMJM,  tadi  fai  Hi  < 

CaiuuiiAn  OoTwiuDMii  it  about  to  aoquivt  tht  ilook  oC  Um  ^^^rf*^n  NortlMni 

r  MiniMuiy.    TboM  ttoeks  and  boodi  wouid  bo  moqittnd  ol  iJHir  mImI 

rohaM,  <iwhanfi  or  ooodomnation.    Tbo  Fodvml  BailRad  Campmkm 

II I     -in  thi  mTmir  trj  tbt  Iwn  if  Ihiir  mm  rtnnk  irith  1  ptr  lit  diiMMiiti 

lAiantMd  by  tho  fDYwnBMOt,  with  a  poiribb  vrtim  S  pv  OMi  if  Mmtd.  a  ( 

6  per  eaot  to  go  to  tha  fOTaroaiaot    Biioh  fnanaliid  ilook  would  alw  bo  i 

to  provide  fraob  nooey  for  lailroad  oitonioiii  aad  •Attt^u^i  fMAHlM;  t 

aequiro  from  time  to  time  at  thrir  aetual  Taluo  tbo  prmint  oalHiBdiif 

oMJtitioiMi.    TbegnarantooddiTidoodeeouIdboataldglMrmlolkoaapor* 

if  Doeomary » and  would  vary  from  time  to  time  aeeofding  to  the  i 

^M)t  wbio  ooee  find  aa  to  any  parttfwilar  imue  would  not  bo  wihrnnueully 

rthatimuo. 

8.— Tbo  FlMloral  Raibfoad  Companioi  would  thio  eootiol  thi 
mponiee  aod  eould  take  otw  their  tanijblo  piopofty  if  i 
be  deeirable,  or  eould  eondemn  the  raiboado  if  MOHniy. 

4.— A  Federal  Railroad  Boaid  (Bimilar  to  the  preeoDt  Fodofal 
>miiiated  by  the  Preeideiit  and  oonfinned  by  the  Sonato,  would  nam 
iuffo  of  the  five  Federal  Railroad  Companiee  and  wonki  oooliol  tho 
thooe  flompanioi  and  regulate  all  railroad  ratoi  and 
6.— Tbo  phm  ombodka  the  klea  of  go^ 
itaneial  wponaihility  (reduced  to  a  minimum)  without 


The  plan  contemplates  the  acquirement  by  these  federal  rail- 
•  >ad  companiee  not  only  of  the  present  railroad  stocks  and  boods, 
Dut  the  railroads  themselves  by  condemnation  if  neesnary.    The 
learned  author  replies  to  the  suggestioii  thai  Us  plan  merely  draws 
a  thin  veil  over  government  ownership"  by  saying  "its  sole  pur- 
pose is  to  avert  government  ownership";  that  government  ownei^ 
ship  would  mean  an  additional  national  debt  of  about  twenty  bfl* 
lion  dollarB,  whfle  his  plan  would  not.    Yet  his  plans  guaraatse 
linimum  dividends,  and  certainly  dividends  come  behind  all 
operating  expenses  and  fixed  charges.    One  had  as  weQ  owe  a  deU 
literally  as  to  underwrite  indefinite  payment  of  dtYidends  on  sloek 
f  the  corporation  which  does  owe  it.    For  the  same  rsason,  whils 
tate  taxation  may  be  continued  (by  permission  of  the  federal 
government  only  after  it  acquires  the  railroads  imder  said  pUo)» 
he  taxes  paid  would  be  chargeable  to  eaminp  before  dividends 
could  be  declared.    Hence  the  government  guaranty  of  dtvidends 
would  underwrite  the  payment  of  taxes  due  ih«  ataies.    Fuithtf 
quoting  from  Mr.  Cook: 
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All  UkB  18  to  be  done  gradually,  to  avoid  shocks,  wnst>c,  unfiiir  prin^n  and  Iiasty 
innperienoe.  The  imilroads  themselves,  however,  propose  to  you  that  Congress 
shall  pass  a  law  that  the  present  railroads  shall  take  out  Federal  charters  at  onoe 
or  ebe  oease  doing  hiterstate  business  on  a  certain  date.  This  is  to  be  done  under 
powsr  of  Congress  to"  regulate ''oommeroe.  Power  to  "regulate  "$17,000,000,000 
of  property  is  alleged  to  give  power  to  destroy  $17,000,000,000  by  forbidding  its 
use  mUesB  it  turns  itself  inside  out  by  accepting  a  federal  charter.  That  is  hardly 
"due  process  of  law."  To  the  ordinary  mind  it  would  seem  that  the  penalty  of 
death  doss  not  fit  the  fictitious  crime  of  holding  on  to  a  state  charter  which  every- 
body admits  is  legal 

And  the  old  corporations  are  to  continue.  Certainly  Congress  cannot  dis- 
solve them,  and  hence  the  new  Federal  corporations  will  have  two  charters,  one 
tnm  the  state  and  one  from  Congress,  with  inextricable  conflict,  litigation  anM 
Pandora  box  confusion.  The  railroads  themselves  cannot  afford  to  have  con 
pound  charters.  We  would  still  have  conflict  of  state  regulation  with  national 
regulataoo;  state  commissions  with  Interstate  Commerce  Commission;  state  per- 
secution with  national  intervention. 

It  is  a  fair  deduction  that  the  creation  of  regional  federal  hold- 
ing companies  in  Mr.  Cook's  plan  was  designed  as  a  substitute  for 
federal  incorporation  of  existing  railroad  companies.     His  novel 
and  interesting  plan  is  an  application  to  the  railroads  of  the  organ! 
plan  of  the  federal  reserve  banking  system.     It  is  submitted  that  tli 
parallelism  is  carried  too  far.     A  banking  corporation  has  no  phys 
ical  attachment  to  its  location.     Being  purely  a  financial  institu- 
tion, it  is  capable  of  complete  liquidation  without  materially  iiUcct- 
ing  the  particular  community  it  was  wont  to  serve.     Not  so  with 
a  railroad.     Once  established  and  located,  it  becomes  an  integral 
part  of  the  life  of  the  communities  it  traverses.     Investment  in 
real  estate  for  all  commercial,  industrial  and  domestic  uses  is 
invited.     Much  of  the  value,  and  frequently  all  of  the  utility,  of 
such  property  springs  from  and  depends  upon  the  continued  opera- 
tion of  the  railroad.     The  elements  of  support  and  expansion  of 
banks  are  liquid  and  easily  converted,  while  with  railroads  i' 
are  permanent  physical  additions,  such  as  yards,  terminals,  v    ; 
houses,  etc. 

The  location  of  districts,  and  estabhshment  of  federal  resor\< 
banks  therein,  serve  a  useful  purpose  in  stabihzing  and  equalizing; 
the  available  banking  capital  and  reserves.  Districts  for  the  general 
operation  of  government-controlled  railroads  would  serve  no  useful 
purpose,  but  would  tend  to  increase  the  opportunities  for  political 
interference  in  playing  one  section  against  another,  although  the 
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eouotry  may  be  divided  into  reponai  diBiricU  for  ipiiniil  piirpnwi 
from  time  to  time. 

A   FBDIRAL  RAILBOilD  BOARO 

If,  bowersr,  the  suggeetion  of  regional  federal  railroad  holdiag 

<  orntmiiieB,  whioh  Mr.  Cook  elaboratee,  ia  not  feaatble,  the  eilab> 

t  of  a  Federal  Railroad  Board  along  the  lines  lugvoited  by 

i  mo0t  valuable  element  in  the  solution  of  the  prohlwn  of 

.  iif  hikI  praetieal  goremment  control  of  railroads  short  of 

nership.    Omitting  the  functions  and  attributes 

appii^a  I  ding  companies,  the  eompositioo  of  this  Board 

is  adiiu  by  Mr.  Cook  as  follows: 

A  }  !  Board  MbanbyerMtod  which  rfMlleoMM  of  di  MSI- 

\m^  oriUflrosdt,MidthsnaMlBfaif  iYesnabasloht 

API>  .r  the  United  SUto^  by  and  wkh  ths  adviat  sad 

oonarnt  intbewddfit^Brnwabwiof  tht  Fsd—lBaHwd 

n-^  r,i  ^i'«'*<«d  from  any  oa»PedefmlBaarosddirtfkl, 

I  r  entire  time  to  the  baiiiwM  ol  the  Fsdwil 

ivAup  .1  ;  '  nueleekry  of  twelve  thooeMMldolMi, 

....    riuScxi::  noayeeeriMJIihirii^hislwol 

oAoe,  or  for  fire  yenra  t  nf  the  PedMsl  IfsBmed  Bosfd. 

The  membere  of  the  mv.  itiring  tht  Has  they  ere  ia 

offiee,  end  for  two  yeen<  • 

reilroed  company,  end  ehell  not,  dming  that 

-ast  one  of  eeid  fire  membere  ehell  be  e  person . 

operation  of  reilroadB.    One  member  ahaU  U 

e  two  yeare,  one  for  four,  one  for  six,  one  for  • 
rvtUf,  eaoh  member  eo  appointed  ehall  aer\-< 
rvinoved  for  cauae  by  the  Preeident. 

Aa  the  function  of  this  Board  is  to  control  and  reguUUe  rates» 
sseurities,  service  and  operation,  it  would  obviously  supersede  the 
Interstate  Conmierce  Commission. 

Full  credit  is  due  Mr.  Cook  for  the  valuable  suggestiooa  bs 
has  made,  but  it  is  submitted  that  the  adoption  of  his  plan  would 
*  open  an  easy  pathway  to  government  owneiship  instead  of 
ving  a  substitute  for  it. 

The  Federal  Incorporation  of  IlAiLROAna 

The  idea  of  federal  incorporation  of  railroads  bitberio  devel- 
d  by  the  lepreeentatives  of  the  railroad  intereM  before  the 
ngressional  Joint  Committee  aeeoM  to  oonleinpiale  omnIj  Ibe 
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OTMtion  of  new  federal  railroad  companies  into  which  existing 
systems  are  to  be  transferred,  and  tliis  idea  seems  to  hftvo  l^cn  in 
the  mind  of  Mr.  Cook  when  he  criticizes  the  proposed  pi.  ing 

an  arbitrary  and  summary  transfer  of  the  title  to  $17,0(]U,UUU,UOO 
of  property  from  the  present  owners  to  new  corporations.  Obvi- 
ously, such  a  proceeding  would.not  only  be  illegal  and  unconstitu- 
tional, but  wholly  impractical.  However,  there  seems  to  be  neitluir 
a  constitutiondl  nor  practical  objection  to  nationalizing  existing 
state  railroad  companies  just  as  under  the  Act  of  Congress  any 
state  bank  may  be  nationalized. 

It  is  settled  law  that  the  conversion  of  a  state  bank  into  at 
national  bank  does  not  destroy  the  identity  or  corporate  existence 
of  the  bank  nor  discharge  it  as  a  national  bank  from  any  of  its 
liabihties  outstanding  at  the  time  of  the  conversion.  Such  con- 
version does  not  close  the  business  of  banking  under  the  state  chart 
but  simply  result^  in  a  continuation  of  the  same  body  with  the  same 
officers  and  stockholders,  the  same  property,  assets  and  banking 
business  under  a  changed  jurisdiction.  It  remains  one  and  the 
same  bank  and  goes  on  doing  business  uninterruptedly.' 

In  the  earUer  history  of  this  government,  the  question  of  juris- 
diction of  Congress  over  banking  business  occasioned  much  litiga-  [ 
tion  and  bitter  diversity  of  political  opinion,  until  finally  settled 
by  the  authoritative  ruling  of  the  Supreme  Court  under  Chief 
Justice  Marshall.*  Certainly  the  basis  of  jurisdiction  over  banks 
is  no  firmer  than  the  express  commitment  to  Congress  of  exclusive 
jurisdiction  to  regulate  interstate  commerce.  Inasmuch,  however, 
as  the  basis  of  the  jurisdiction  of  Congress  over  banks  rests  upon  i 
the  general  delegation  of  power  to  execute  other  powers  in  the 
Constitution,  a  bank  must  become  an  instrument  in  the  prosecution 
of  the  fiscal  operations  of  the  government  before  Congress  obtains 
jurisdiction.  In  like  manner,  a  railroad  created  by  a  state  must 
engage  in  interstate  commerce  before  jurisdiction  over  it  is  vested 
in  Congress.  But  nationalization  of  a  bank  is  a  condition  precedent  { 
to  its  becoming  an  instrument  in  the  prosecution  of  the  fiscal  opera- 
tions of  the  government,  whereas  a  state  railroad  is  authorized  to 
engage  in  interstate  commerce  (in  the  absence  of  a  law  of  Congress 
prohibiting  it)  without  the  necessity  of  a  federal  charter. 

>  M§lropoUUm  Natumal  Bank  v.  ClagoeU,  141  U.  S.  520. 
•  MeCuOoeh  ▼.  Maryland,  4  Wheaton,  316. 
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tioo  in  uioKt  imporUnt  whan  you  eooM  to 
wii.  :.  .      JoDgress  can  e<mipel  a  tUto  eorporsttoo  lo 

itional  corporation.     It  may  or  may  not  bo  withio  tto 

jI  Congraai  to  oompel  a  state  bank  to  beeomean  lailraBMaliB  Ika 

nro^Moutlon  of  the  national  government's  fiseal  openitfoDs  by  laldif 

i  federal  charter.    That  question  is  foreicn  to  the  prsssnt  di^ 

.    1  M     That  Congrses  has  the  power  to  compd  a  railroad  eor* 

:  luun  created  by  a  state  and  engaged  in  interstate  eominsree, 

ike  out  a  federal  charter  is  a  condition  precedent  to  the  inauf- 

Ian  herein  proposed    Whether  or  not  this  power 

I  e,  a  question  which  demands  solution. 

power  of  creating  a  corporation  is  never  used  for  its  own 

t  for  the  purpose  of  effecting  something  else.*    It  was, 

.  held  to  be  within  the  discretion  of  Coogress  to  ereaie 

liankfl  as  convenient,  useful  and  essential  instromanU  in 

ion  of  the  fiscal  operations  of  the  government.    The 

.    dO  is  derived  from  the  general  clause  ddegating  power 

2ikc  all  laws  necessary  or  proper  to  execute  the  other  powen 

1  in  the  Constitution. 

.  >  hoped  this  paper  will  demonstrate  that  in  exactly  the  same 

Congress  may  transform  state  railroads  into  federal  railroadi 

its  discretion,  such  action  is  necessary  and  proper  in  eseentioo 

.  .IS  power  to  regulate  conmierce,  and  where  any  given  railroad 

k  already  engaged  in  interstate  commerce,  it  may  be  eompeOed 

jo  become  a  federal  railroad  corporation  if  Congrses  so  enaeti. 

I      In  the  nature  of  the  case,  railroads  created  by  state  legislatkin 

lannot,  as  a  matter  of  right,  exercise  their  corporate  powers  outside 

if  the  territorial  limits  of  the  state  creating  them.    lia  BamkcfAu" 

ujta  V.  BarU  (13  Peters,  510),  the  Supreme   Court,   speaking 

igh  Chief  Justice  Taney,  says: 

I  It  k  v«ry  true  thftt  s  oorpormtion  cmn  hare  no  Isgsl  ■nrtWBS  ootada  of  th* 
KHUKUriMof  theaoTereignty  by  whiehitisowled.  It  erirts  oa|y  la  eoal— |iW» 
fon  of  Uw  and  by  force  of  law;  and  where  that  kw  eeeMi  to  ep— ti  and  ia  ao 
!ma»  obligatofy ,  a  oorporation  can  have  no  eiirtw»ee ,  It  nuat  dweB  ia  the  plaee 
Y  ill  creation  and  cannot  migrate  to  anollMr  aovwiivity. 

Nor  can  two  or  more  states  act  in  concert  for  the  purpose  of 
an  interstate  railroad.    This  was  attempted  aboui  the 
*f  the  last  century  by  the  states  o(  Ohio  and  ladiaaa. 
*  McCMlloek  r.  Marfi^nd,  4  Wheaton,  3ie. 
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Acting  conjointly,  these  states  made  an  honest  effort  to  create  a 
winglft  railroad  corporation  to  operate  across  their  respective  bound- 
aries through  their  respective  territories.  When  called  upon  to 
pass  upon  the  question  of  whether  one  or  two  corporatiomj  was  thus 
created,  the  Supreme  Court,  speaking  through  Chief  Justice  Taney 
in  the  case  of  Ohio  &  Miss.  Railroad  Co,  v.  Wheeler,  (1st  Black,  286), 
said: 

It  b  true  that  a  corporation  by  the  name  and  style  of  the  plaintiff  appears  to 
have  been  charterad  by  the  States  of  Indiana  and  Ohio,  clothed  with  the  snnie 
oapadties  and  powen  and  intended  to  accomplish  the  same  objects,  and  it  is 
•poken  of  in  the  lawB  of  the  states  as  one  corporate  body,  exercising  the  same 
powsrs  and  fulfilling  the  same  duties  in  both  states.  Yet,  it  has  no  legal  existence 
in  either  state,  except  by  the  laws  of  the  state.  And  neither  state  could  confer  on 
it  a  oorporate  existence  in  the  other,  nor  add  to  nor  diminish  the  powers  to  be  there 
eareiied.  It  may,  indeed,  be  composed  of  and  represent,  under  a  corporate  name, 
the  same  natural  person.  But  the  legal  entity  or  person,  which  exists  by  forn 
law,  can  have  no  existence  beyond  the  limits  of  the  State  or  sovereignty  wi; 
brings  it  into  life  and  endues  it  with  its  faculties  and  powers. 

It  follows  that  the  exercise  of  corporate  functions  of  a  state 
railroad  corporation  beyond  the  limits  of  the  state  bestowing  them 
must,  under  our  system,  be  based  on  comity  between  the  states. 
While  the  intimate  union  of  the  states,  as  members  of  the  same 
poUtical  family,  no  doubt  created  a  greater  degree  of  comity  than 
exists  between  foreign  nations,  yet  when  the  interest  or  policy  of 
any  state  requires  it  to  restrict  the  rule  of  comity,  it  has  but  to 
declare  its  will,  and  the  further  exercise  of  rights  resting  on  comity 
ceases.  Therefore,  a  corporate  creature  of  one  state  doing  business 
in  another  state  is  exercising  a  privilege  and  not  a  legal  right. 

From  what  has  been  said,  it  becomes  apparent  that  it  is  entirely 
without  the  power  of  a  state,  or  any  combination  of  states,  short  of 
the  Union  as  a  whole,  to  confer  upon  a  single  railroad  corporation 
the  express  power  to  engage  in  interstate  commerce.  To  attempt 
to  do  so  would  be  a  contradiction  in  terms,  for  a  state  has  no  power, 
by  virtue  of  its  grant,  to  authorize  a  railroad  incorporated  by  it  to 
do  business  in  another  state;  and  yet  the  transaction  of  business 
between  two  states  is  the  very  essence  of  interstate  commerce. 
The  "power  to  regulate  commerce"  conferred  by  the  Federal 
Constitution  on  Congress  is  the  power  to  prescribe  the  rule  by  whi^l' 
"commerce"  is  to  be  governed.  Like  all  other  powers  vested 
Conp^esB,  it  is  complete  in  itself,  may  be  exercised  to  its  utmobt 
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f^  uoitf  oVber  UiAO 

»-: 

Any  rail  I  aomed  in  intoiiUte 

alrendy  <  '  <Ioral  charier,  mutt  be  made  up  of 

ooDBtitui  111  t'V  the  teveral  tUlei  Uiroogh  wUeh 

the  system  operatee.    Byt  inationand 

raihxMids  into  an  '  of  railroada,  ao 

entered  into  the  8t  I  >  am  awhole  whiehiadifliMMl 

from  and  in  addition  to  anythinK  •  from  the  leapeetifo  ehtr- 

•  re  of  the  constituent  cot!  he  fflyd 

f  interstate  carriage  as  di     ^  leye  of 

'ate  commerce,  resting  on  comity.    Plenarj'  authority  oror  iho 

'hue  becoming  an  integral  part  of  inteiitaie  eomnofoe, 

y  vested  in  the  Congress  of  the  United  Siatea.    If  Co»> 

in  its  wisdom,  legislates  that  the  constituent  eompaniea  who 

i>  •'  to  the  several  states  eveating  them,  ahouldt  in  thair 

c«  lotions  forming  an  interstate  system,  beeome  a  m^ 

tional  corporation,  there  would  seem  to  be  no  legal  obstacle  to  sueli 

rr|:iti'  "l»»d. 

iM  such  a  combination  and  ooneolidation  into 
••m  is  impossible  except  by  the  voluntary  assent 
a:  i\nd  the  several  railroad  oorpomtioBi 

th  t  ezpreasly  authorise  sueh  eomfaiai^ 

lions  and  the  companies  must  take  the  neeeesary  corporate  action 
t«> '  '  horn  about.  During  the  early  legal  hislory  of  railroads  ia 
th  try,  the  states  were  jealous  of  such  eomhinationi  and 

ranted  power  to  enter  them  with  reluctance.  The  beneftta  of 
such  enlargment  of  facilities  became  so  obvious  that  this  attHode 
soon  changed  into  acquieseenoe  and  eneouragement,  and 
laws  authorising  such  combinations,  irAsrs  eomp$iiti<m 
pnUrJend  wUh,  became  universal  Mofo  and  more  the  poblie  is 
BOW  coming  to  see  that  competition  betwoen  railroads  is  inhereBlly 
wasteful  and  must  be  done  away  with.  The  resuHa  following  IIm 
cooperation  of  the  great  eyatems  through  the  War  Board,  and  in 
spite  of  the  anti-trust  laws,  have  demonstrated  how  unwise  our 

iilroad  legislation  has  been  in  the  past 

The  necessary  consequence  of  eombining  two  or  more  rmdroads 

rrated  in  different  states  into  one  operating  maebine  is  to  eoovwt 
the  system  into  an  instrumentality  of  interstato 
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partieB  paitieipating  in  such  a  change  of  status  arc  charged  with 
knowledge  that  the  unlimited  power  vested  in  Congress  to  reguhito 
commerce  at  once  attaches  to  all  the  activities  of  this  instrumental- 
ity which  enter  as  elements  into  interstate  commerce. 

If  Congress  exercises  this  power  to  compel  federal  incorporation, 
neither  the  states  creating  the  constituent  companies  and  authoriz- 
ing their  combination  into  one  system,  nor  the  corporations  them- 
sehnes,  can  object  on  the  ground  that  such  an  act  (to  be  enforced 
only  by  forbidding  the  use  of  such  property  in  interstate  coramerc( 
except  through  the  instrumentality  of  a  federal  charter),  would  not 
conform  to  the  "due  process  of  law"  demanded  by  the  Constitution. 
This  is  so  because  all  parties  have  voluntarily  placed  themselves 
within  the  rightful  exercise  of  this  power,  and  the  extent  to  which 
it  is  exercised  is  exclusively  within  the  discretion  of  Congress. 

We  thus  have  the  necessary  conditions  to  action  by  Congress 
compelling  interstate  carriers  to  become  national  corporations, 
namely:  (a)  They  are  already  engaged  in  interstate  commerce 
(not  as  a  matter  of  grace,  but  as  a  matter  of  legal  right),  and  there- 
fore within  the  jurisdiction  of  Congress,  whiph  becomes  exclusive 
when  exercised;  (b)  Congress  is  clothed  with  full  discretion  to  deter- 
mine whether  or  not  its  power  to  regulate  makes  it  necessary  and 
desirable  that  such  instrumentalities  should  be  nationalized.  It 
seems  to  follow  as  a  necessary  consequence  that  with  the  power 
and  the  will  to  exercise  it,  there  is  a  clear  pathw^ay  to  the  point 
where  Congress  may  compel  interstate  carriers  to  take  out  federal 
charters. 

Nationalizing  the  Railroads 

The  great  practical  difficulty  which  has  hitherto  confronted 
those  who  contemplated  nationalizing  the  railroads  has  been  a 
lack  of  well  defined  means  for  transforming  and  transferring  the 
variegated  contract  obligations  and  liabiUties  of  interstate  carriers 
now  outstanding,  into  obligations  and  liabilities  of  new  corporationfl 
which  the  federal  government  might  create.  If,  instead  of  creating 
an  entirely  new  corporation,  proper  legislation  be  passed  by  Con- 
gress to  convert  existing  railroad  companies  into  federal  railroad 
oompanies,  these  outstanding  obligations  and  liabilities  will  not 
thereby  be  affected.  The  great  tangle  of  contractual  relations 
springing  from  leases,  sub-leases,  majority  stock  control,    absolute 
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ownerhhip,  aud  all  uf  the  kftleidoncoptc  anrnocliiieiiU  by  which  Ihe 
ooostitueot  elemenU  of  the  tevenU  inientAta  tyitaini  hav^  hma 
thrown  together,  would  ronuun  after  nationaliiatioo  if  f^tHifiBy 
in  operation  aa  before.  The  identity  of  the  old  eorpomtiona  would 
lot  be  changed;  there  would  not  be  a  state  corporation  and  a  federal 
iorporation,  but  only  the  corporation  originally  created  by  the 
ttato  with  ita  allegiance  tianafeired  to  the  nation.  Some  may  mj 
that  this  would  pUoe  the  imprimatur  of  federal  eancUon  vpoB 
outstanding  securitiea  which  have  been  in  tooM  caaea  orer  iwued, 
and  which  over-issues  are  supposed  in  some  quarters  to  be  a  great 
nl. 

It  is  not  certain  that  the  issuance  of  these  securities  under  the 

Id,  unrestricted  and  unregulated  methods  haa  been  an  aviL    It  is 

doubtful  whether  the  railroad  systems  of  the  United  States 

i  have  procured  the  capital  necessary  for  their  oonstructios 

;  >t  under  the  old  speculative  method  of  issuing  their  securitiea. 

it  ID  I  *nable  to  expect  a  capitalist  to  invest  his  moo^  on  a 

I'^v^  >-:^  in  a  new  enterprise,  the  success  of  which  remains 

I  ted.    The  history  of  railroad  construction  is, 

cTcption,  that  the  original  builders  of  railroads  lose 

tments.     These  investments  would  have  been 

or  but  for  the  possibihty  of  very  large  speculatire 

development  of  these  qrstems,  with  a  few  «xeeptaooa» 

t  «^.. ''nountoftheaeseouritieshaaDotbeeQexoesBivo, 

t  all  times  been  regulated  and  cootioQed  by 

\  o£  public  demand.    The  price  of  susb  sseiiritisi, 

^'^'^,  is  controlled  by  a  law  more  unlfonB  and 

u:  Lition  than  any  legisUtive  act  could  possibly 

l>  A  would  disturb  the  arbitrary  legiaUtive  value  of  aush 

scv^.w.vo  ..V  .ore  the  ink  could  dry  on  the  signature  of  the  exaeuttve 

approving  such  an  act.    Neither  the  public  nor  the  investor  will 

suffer  by  leaving  existing  securitiea  to  the  operation  of  the  law  of 

supply  and  demand  which  fixes  the  market  price  of  everything. 

It  is  not  within  the  limits  of  this  paper  to  go  into  much  detail 
as  to  the  functions  of  the  proposed  Fsderal  Railroad  Board.  One 
<^ompUcation  frequently  arising  under  our  present  qnloai  eould  bo 
•bviated  under  the  new  pUn  in  such  way  as  to  remove  one  of  the 
weaknesses  in  the  ante-bellum  system  of  manafsmeni.  Whan  a 
given  railroad  fails  to  prove  a  financial  suocsss    1st  the  rsaanns  ba 
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what  they  may — an  embarrassing  situation  at  once  arises.  Tiic 
community  it  serves  is  vitally  interested  in  its  continued  operation. 
Its  public  service  cannot  l)e  abandoned.  It  cannot  be  liquidated 
and  eliminated,  as  a  bank  is,  without  vitally  affecting  the  section 
it  traverses.  Receivership  and  court  operation  ensue,  and  reorgan- 
ization follows.  This  process  is  all  too  familiar  in  all  sections,  and 
is  the  underlying  cause  of  the  concentration  of  railroad  holdings  in 
the  money  centers  of  the  East.  It  is  up  to  the  bondholders  1< 
reorganise,  and  they  are  thus  compelled  to  take  over  tli(»  pr()))erti( 
whether  they  want  to  or  not. 

Under  no  plan  hitherto  suggested  is  any  satisfactory  solution 
of  the  difficulty  presented.     The  local  community  has  practically 
no  interest  in  these  receivership  proceedings,  for  it  has  come  to 
believe  that,  whatever  happens,  the  railroad  must  continue  to 
operate  and  only  in  its  continued  operation  are  those  interested 
who  have  no  financial  holdings  in  the  company.     If  Congress  would 
bestow  upon  the  Federal  Railroad  Board  power  and  discretion  t- 
authorize  the  abandonment  and  dismantling  of  a  railroad  wliicl 
had  proved  a  financial  failure,  and  consequently  not  a  public  neces 
sity,  these  people  who  had  made  investments  upon  the  faith  of  tli' 
continued  operation  of  the  road  would  at  once  have  a  vital  intere.^i 
in  its  continuance,  and  from  an  attitude  of  indifference  they  would 
be  converted  into  earnest  advocates  of  such  conservative  manage- 
ment as  would  insure  the  continued  service  of  the  particular  Une  in 
question.     In  such  circumstances,  it  would  become  a  matter  of 
great  concern  to  each  community  traversed  by  a  railroad  to  see 
that  its  directorate  and  its  executives  were  on  the  job  of  successful 
railroad  operation,  rather  than  engaged  in  the  questionable  practic* 
of  speculation  in  railroad  exploitation,  which,  in  some  cases  in  the 
not  distant  past,  have  proved  such  a  stench  in  the  nostrils  of  the 
public.    The  same  interest  would  have  a  healthful  tendency  to  keep 
politics  out  of  railroad  management  and,  generally,  would  result 
in  the  public's  keeping  a  very  close  watch  on  the  situation  as  a 
whole. 

Thb  Status  op  State  Railroad  Commissions 

Another  matter  of  widespread  interest  is  the  relation  of  the 
several  state  railroad  commissions  to  the  situation  which  would  be 
created  if  the  plan  herein  proposed  became  operative.     Not  with- 
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standing  the  fact  that  a  kige  peroeaiace  of  the  aaveiml  fUla  nA> 

road  coininiasionera  have  eommitted  themaelvaa  to  the  wjadoon  of 

federal  incorporation  of  intentato  earrieia,  iheioby  UaiMfonuv 

'luaive  jurisdiction  to  the  federal  authorities,  a  larfs  oumbw  of 

•  state  commissioners  naturally  oppose  such  a  eouvse  oo  Uio  ids* 

it  it  would  leave  them  without  suffieient  fuoetions  to  perfom  to 

the  existeooe  of  their  offices.    It  is  submitted  tluU  thk  k 

.a;  case.    The  several  state  oommissioneni  will  have  a  broad 

1  busy  field  of  usefulness,  after  the  entire  jurisdiction  over  inter- 

to  cArricrR  ifl  transferred  to  the  general  government,  in  looking 

'<T  the  public  utilities  companies  and  the  local  legiilatiDn  d 

i roads,  which  it  is  propoaed  to  leave  under  the  jurisdietion  oC 

several  states.     A  dispassionate  consideration  of  the  question 

these  very  intelligent  gentlemen  now  occupying  positioni  on  the 

oral  boards  of  state  conunissionerB  cannot  fail  to  oonvinea  ibom 

the  soundness  of  this  suggestion,  and  when  the  mattor  is  properly 

ierstood  and  digested,  all  opposition  to  the  change  of  regulation 

.1  no  doubt  disappear. 

Until  nthcn^ise  provided  by  Act  of  Congrsss,  tlio  several  states 
•uld  have  jurisdiction  over  those  national  railroad  corporations 
the  following  particulars: 

(a)  In  all  suits  against  said  corporations  where  legal  vomie 
cAists  and  lawful  service  may  be  had. 

I         (b)  To  make  reasonable  police  regulations:  1st,  as  to  separa- 

M  of  different  races  in  the  several  stations  and  on  local  trains  on 

^^tional  railroad;  2d,  as  to  the  sanitary  appliances  and  their 

^lile  railroad  cars  are  within  the  corporate  limita  of  any 

1 1 >ality;  and,  3d,  as  to  the  use  and  sale  of  intoxicating  liquors 

on  the  premises  or  cars  of  such  railroads. 

(c)  To  regulate  reasonablv  national  railroads  in  the  matter  of 
grade  crossings,  stook-^ps  and  right-of-wav  fencea. 

(d)  .\ny  city  havmg  a  population  of  not  less  than  160,000 
according  to  the  last  preceding  census  of  the  United  Slates  dmld 

irisdiction,  if  thereto  authorised  by  its  ehaiiar,  to  regulato 
;ive  power  of  national  railroads  for  the  movaBMOt  of  traiaa 
i  oars  within  the  corporate  limits  of  such  citaea. 

Taxxs,  Ratss  and  SBcuarma 

Said  nationalised  railroad  oorporatjom  diouki  be  unifonul>' 
Uxed  by  the  federal  government  a  reasonable  perseiitum  of  thdr 
gross  receipts  and  their  physical  properties  and  securities 
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from  all  other  form  of  taxation.  The  taxes  thus  imposed  should  be 
apportioned  as  follows:  one-fourth  to  the  states,  according  to  miloape 
in  the  several  states;  one-fourth  to  the  several  incorporated  towns 
and  cities  into  or  through  which  the  lines  of  said  railroads  may  run, 
in  proportion  to  their  population  as  declared  by  the  last  precedinc 
United  States  census;  one-fourth  to  the  several  counties  through 
which  the  lines  of  said  railroad  companies  run,  in  proportion  to  the 
mileage  thereof  in  each  of  said  counties;  and  the  remaining  one- 
fourth  covered  into  the  Treasury  of  the  United  States — all  expcns- 
of  collecting  said  taxes  to  be  deducted  before  apportionment. 

The  fabric  of  freight  rates  is  so  pervasive  and  so  intricate  that 
the  promulgation  of  rates  by  state  commissions  which  are  not  in 
consonance  with  the  interstate  rates,  filed  with  the  Interstate  Com- 
merce Commission,  have  in  the  past  greatly  deranged  its  delicate 
pattern.    This  derangement  became  so  acute  as  to  culminate  in 
what  is  known  as  the  Shreveport  Case,*  which  is  now  being  followed 
by  the  Htigation  in  Texas,  growing  out  of  injunction  issued  by  the 
three-judge  District  Court  of  the  United  States  against  the  enforce- 
ment of  the  State  Railroad  Commission  rates.     This  experience    , 
demonstrates  that  it  is  unwise  for  the  regulation  of  railroad  freight 
rates  to  be  vested  in  more  than  one  body.     When  the  railroads  j 
have  become  national  corporations,  there  would  be  no  difficulty  in 
transferring  to  the  federal  authorities  the  entire  subject  of  freight 
rates,  both  interstate  and  intrastate.     This  could  be  done  withm 
the  condition  precedent  that  the  intrastate  rate  affects  the  inter- 
state rate,  but  on  the  much  broader  ground  that  the  corporation 
itself  is  a  federal  instrumentality  and  as  much  subject  to  federal   ' 
control  of  its  charges  as  a  national  bank  is  to  federal  control  of  its   > 
interest  rates,  to  the  exclusion  of  state  legislation  on  the  subject. 

With  the  latitude  afforded  the  Federal  Board  of  Control  • 
railroad  operations  under  the  plan  here  proposed,  there  would  be 
no  difficulty  in  so  adjusting  rates  as  to  allow  greater  compensation 
to  some  lines  than  to  others.     One  of  the  greatest  difficulties  under  I 
the  old  r^me  was  to  obviate  the  injustice  to  the  small  line  located 
in  sparsely  settled  territory  in  having  to  do  this  service  for  the  same 
rate  of  compensation  as  a  road  located  in  a  densely  populated  sr 
tion.     The  great  trouble  has  been  to  fix  a  rate  which  would  not 
starve  the  small  poor  line  and  at  the  same  time  create  too  much 
•BouiUm  A  Texat  Central  Ry.  Co.  ▼.  U.  8.  234  U.  8.,  342. 
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rAvenue  for  the  Uife  lieb  line.    There  would  be  no  lefd  objeoliott 
the  Federal  Railroad  Board's  fixing  a  baeae  rate  with  peraeotagM 
of  increaae  in  various  seetions.    For  this  purpose,  a  division  ol  the 
f^ouDtry  into  regions  or  districts  would  be  very  ueofuL 

It  fcoee  without  saying  that  the  Federal  Railroad  Board  woyU 
•'  and  exclusive  control  of  the  issuanoe  oC  all  new  ssniiritisi 
ionalixod  raUroad  companies. 

POOUNQ  OPBRATIOlfS 

lOxperienoe  under  the  excellent  work  of  the  Federal  War  Board, 
wliich  will  be  accentuated  under  the  govemment  operation  for  war 
purposes,  has  discloeed  that  great  economies  may  be  rsalissd  by 
•^^  I' {;  business  under  certain  conditions.  While  pooling  as  a  very 
It  matter  with  segregated  ownership  of  the  several  hoes,  it 
wuuii  ^  M  practicable  to  work  out  a  plan  whereby  certain  eectioos 
of  th<  (Mintry,  orthe  transportation  of  certain  oommodttiei,  or  the 
truiLsportatioD  of  all  commodities  during  certain  seaeona,  mighl  be 
pooled  and  the  proceeds  equitably  distributed  to  the  members  ol 
the  pool  80  as  to  prevent  wasted  energy  and  increase  the  elBnienciy 
and  working  capacity  of  all  parties  concerned.  While  such  a  pro- 
vision would  pro  tanio  modify  the  pro\iflion8  of  the  anti-trust  laws, 
there  seems  little  doubt  but  that  public  opinion  wiU  justify  siieb 
modification  by  the  time  the  necessity  for  it  arrives.  Many  other 
functions  of  the  Federal  Railroad  Board  will  occur  to  the  thought- 
ful minds  of  men  familiar  with  railroad  matters. 

When  the  Congress  has  transferred  the  allegiance  of  the  intsr- 
flate  carriers  from  the  several  states  to  the  federal  governmealy 
and  they  thereby  become  its  own  creatures,  many  matten  of  regu- 
lation which  are  now  without  the  power  of  Congress,  will  come  within 
its  jurisdiction,  and  experience  will,  from  time  to  time, 
many  forms  of  regulation  which  hitherto  have  beei 
nor  practical;  such,  for  instance,  as  limitation  of  divideiidi» 
of  sinking  funds,  setting  up  reeerves,  and  applieatioD  of  aurpini  lo 
vtensions  and  improvements. 

The  basic  principles  of  the  pUn  herein  suggested  thus  appear 
to  be  the  conversion  of  all  interstate  carriers  into  ersatuwi  of  Meral 
Urn  and  placing  over  them  a  competent  board  of  control,  not  only 
in  the  matter  of  rates  and  regnlatoiy  mlea  sneh  aa  have  been  within 


IM  Thb  Annalb  op  thb  American  Academy 

the  limitations  of  the  Interstate  Commerce  Commission,  but  of 
the  physical  operations  of  the  companies. 

It  will  be  conceded  that  under  our  form  of  government,  the 
greatest  danger  to  any  successful  plan  of  federal  control  of  the 
operations  of  the  railroads,  whether  through  outright  ownership 
otherwise,  is  political  influence  and  intermeddling.  This  dangi  r 
is  so  obvious  and  so  great  in  connection  with  government  owner- 
ship, that  it  outweighs  every  economic  argument  which  can  be 
adduced  in  favor  of  government  ownership.  It  is  submitted  that, 
under  the  plan  herein  proposed,  this  danger  is  reduced  to  the 
minimum  by  the  creation  of  a  department  of  the  government  for 
the  operation  of  railroads  and  the  appointment  therein  by  the 
President  of  executive  men  of  proven  ability,  with  long  terms  of 
office  and  good  salaries.  Men  of  large  caliber  will  be  available, 
and  it  is  fair  to  assume  that  pride  in  the  successful  discharge  of  their 
high  duties  will  forestall  any  native  prochvities  towards  political 
activities,  which  might  otherwise  develop. 

It  is  hoped  the  suggestions  of  this  paper  may  start  discussion 
of  the  subject,  and  that  by  the  time  government  operation  under  the 
present  arrangement  becomes  no  longer  necessary,  a  satisfactory 
plan  for  restoring  the  railroads  to  the  possession  and  operation  of 
their  rightful  owners  will  have  been  provided.  No  plan  can  suc- 
ceed that  does  not  conmiand  the  approval  of  pubhc  sentiment,  and 
the  promise  and  potency  of  this  and  all  similar  suggestions  must 
spring  from  intelligent  consideration  and  disinterested  discussion. 


IE   NECESSITY    FOR   PUBLIC   OWNERSHIP   OF  THE 

RAILWAYS 

Bt  Frsdbric  C.  Howb 

Objections  to  the  public  ownerahip  of  the  cmflwayv  hii  for  Um 

jimoet  part  been  nmrrowly  oonfined  to  the  danfen  of  the  ipoili  qf»- 

"fem.  the  poenble  activity  of  a  great  army  of  emplosnea,  tlie  aUe^Bd 

mpetcnce  of  the  government,  its  unwillingneee  to  make  improv«- 

1  nd  t he  neoeaaity  of  keeping  alive  opportoohiea  for  indiTkiiMil 

.  e  in  thia  the  greatest  of  all  industrial  aelhritiea  of  the  oatioB. 

But  theae  aUegationa,  even  if  true,  are  very  aeeondary  to  the 

*  ion.    The  moet  important  question  before  any  people  ia 

tion  of  industrial  and  political  libeKy  on  the  one  band* 

intenance  and  development  of  the  8tat«  on  the  other. 

'  hingi  are  all  but  impossible  under  private  owDsr- 

POUTXCAL  IkTEORATIGN  OF  THE  NaTION 

It  is  assumed  that  the  political  activities  of  the  raOroads  havo 
jeome  to  an  end.  fl'We  are  out  of  politics"  is  a  frequent  aasertion 
'^f  officials.  The  vulgar  corruption  of  a  few  years  ago  may  be  in 
^e  part  ended  by  the  exposure  and  by  the  lawa  whkh  have  been 
\mmod ;  but  a  far  more  subtle,  insidioua  control  is  maintained  over 
jibe  political  life  of  the  nation  by  the  ramified  activities  of  the  rail- 
Iroads  and  the  corporations  identified  with  the  ratlroada.  It  is  no 
-'nr  neoessaiy  to  bribe  men  as  it  was  a  few  years  aga    An  eiam- 

uou  of  the  legislatures  of  our  states  shows  a  prepondeffatiagly 

ilarve  number  of  railway  attorneys  within  the  membeiship.    Jodfss 

federal  and  state  courts  are  advanced  from  the  railway  kfil 

..  wiicnts  to  the  bench.    The  constitutional  con\'entiocis  of  New 

■  k,  Ohio  and  Michigan  recently  held  were  filled  with  railway 

rneys;  and  in  New  York  and  Michigan  the  i  owsiHiitions  whieh 

-.ocd  from  their  hands  shielded  and  protected  nol  only  the  rail- 

! roads  but  the  local  public  utility  corponUaoos.    Chamben  of  eoiB> 

^ce  are  ostensibly  organisations  of  industry  and  trade.    Yet  thay 

t^r  cannot  or  dare  not  represent  their  membershtp.    In  most  in- 

1S7 
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stances  they  cannot.    Instead  of  being  organizations  for  the  up- 
building of  the  community  as  they  are  in  many  foreign  cojmti : 
they  are  too  often  interlaced  with  privileged  interests  that  con 
their  views  on  important  public  questions.    The  same  is  true  of  th€ 
press.     It,  too,  is  controlled  and  moulded  by  ownership,  by     ' 
vertisers  and  by  the  expenditure  of  millions  of  dollars  for  ad 
tising.    At  the  time  of  the  threatened  strike  of  the  railway  opera- 
tives a  year  ago  it  was  stated  that  three  million  dollars  was  spent  io 
a  single  day  by  the  railways  in  presenting  their  claims. 

In  addition  the  wealth  and  talent  of  the  nation  is  divorcee 
from  the  nation.     Attorneys,  bankers,  big  business  men  are  in  < 
stant  conflict  with  the  government.     Railway  officials  fear  reg 
tion,  taxation,  measures  for  full  crews  and  the  like.    A  great  stafl 
of  men  is  maintained  for  the  presentation  of  claims  before  the  In 
state  Commerce  Commission  and  for  fighting  off  cases  before 
courts,  while  publicity  agencies  utilize  every  means  for  discrediting 
the  government  and  bringing  it  into  that  distrust  if  not  contci 
which  is  largely  the  result  of  the  innuendoes  and  activities  of  im 
ileged  interests. 

Government  ownership  would  end  this  conflict.     It  would  ' 
the  talent  of  the  nation.     Men's  patriotism  would  run  free,  uii| 
soned  by  their  private  interests.     Our  city  councils,  legislatures  and 
Congress  would  appeal  to  men  of  big  talents  whPD  now  are  divoi 
from  participation  in  politics  because  of  the  interests  which  ti   . 
represent.     The  American  people  are  not  more  unfit  for  self  govern- 
ment than  other  peoples.     This  is  not  the  trouble.     The  real  troi  ' ' 
is  that  we  have  made  it  almost  impossible  for  strong  men  and  <    . 
able  men  to  be  identified  with  the  state.     The  positions  of  power  and 
wealth  are  to  be  had  in  corporations  in  constant  conflict  with  f ' 
nation;  they  are  monopoly  privileges  of  various  kinds  which  de]" 
upon  government  favor.     We  must  end  this  divorce.     There  is  just 
as  irrepressible  a  conflict  between  privilege  and  democracy  as  there. 
was  between  slavery  and  freedom. 

Industrial  Integration 

What  is  true  of  the  talent  of  America  is  equally  true  of  our 
industrial  life.  Our  circulatory  system  is  owned  by  eighteen  hundred 
quarreling,  competing  transportation  agencies,  each  of  which  is  in 
conflict  with  the  others;   and  all  of  which  are  in  conflict  with  the 
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produoen  aad  oooiumen.  TransporUtton  is  run  tor  proni.  U 
ibould  be  the  agency  of  service.  And  the  sreAt  profits  of  the  rail* 
roads  are  from  anti-social  service.  To  take  but  two  from  a  aeoro  of 
iBiamples.  First,  raibtNuls  are  interested  in  long  haul  tnflk.  The 
Dominunity  is  interested  in  short  haul  trafiie.  Moro  moo&y  la  to 
lbs  made  in  transporting  goods  across  the  oomiBaBl  than  from  a 
Bear-by  point.  Kver>'  traffic  employe  knows  this  fact.  Fifty 
foars  ago  food  and  cattle  were  produced  for  local  markets,  as  is  the 
in  other  countries.  Today  the  food  of  cities  like  New  York  and 
Y»Y.;i..,i..)ph||^  comes  from  California,  Florida  and  distant 
ii)  New  York  State  cannot  gst  transportation 

II  out  of  business.    They  abandon  their  fi 

fanners  are  clamorous  for  ears,  food  trains  eons  in 

ity  of  express  service  from  Oisgon  and  CaliforBin. 

true  of  cattle.    At  one  time  every  farmer  raissd  callls, 

.  ..iigs.    The  transportation  of  meat  waa  taken  orer  by  the 

•  kers  of  Chicago,  Kansas  City  and  Omaha.    They  control 

tation  of  food  throuKh  the  ownership  of  refri^srator 

-y,  in  codperation  with  the  railroads,  have  destioyed 

>f  cattle  all  over  the  countr>'.    They  compel  eatlle  to 

lauleci  from  distant  California  to  Chicago  to  be  killed.    It  is 

1  hauled  back  to  California  to  be  consumed.    The  farmers  of 

northwest  ship  their  grain  to  Minneapolis  to  be  milled.    It  is 

'.  shipped  back  to  the  northwest  to  be  oonsomsd.    The  same 

'  v;ae  of  almost  every  other  industry.    A  large  part  of  the  traffic 

bf  the  country  is  sent  round  about  Robin  Hood's  barn  when  it 

Id  be  sent  by  the  most  direct  route  possible.    The  cost  of 

.   pf>rtation  is  increased,  industry  is  destroyed,  and  the  whole  in- 

'::    .  social  and  agricultural  life  of  the  country  is  on  a  false 

Second,  the  classifications  of  railway  freight  are  for  the 

making  the  maximum  profit.    There  are  hundreds  of 

bf  chssifications.     On  some  days  a  hundred  thousand  or 

ges  are  filed  with  the  IntersUte  Commsros  Commission     It 

!  J  take  a  week 's  wor k  of  a  corps  of  men  jnst  to  kssp  up  with  Ibsss 

^(ces.    In   European  countries  whero  govsmmsnt  ownsrahip 

rt    i]<>  classifications  are  simple.    They  are  printed  in  a  litlis  rats 

t  h:\t  every  business  man  carries  in  his  poeksi.    They  can  bs 

rood  by  anyone.    A  man  knows  instantly  what  his  frsigiil 

Urge  will  be,  just  as  he  knows  the  cost  of  a 
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Through  these  classifications  discriminations  and  advantages  are 
given  one  set  of  shippers  at  the  expense  of  another.  The  old  kind 
of  discrimination  is  gone;  but  the  new  kind  is  just  as  harmful,  and 
possibly  just  as  universal  as  was  the  old.  Special  routings  are  given. 
Differentials,  switching  advantages,  terminal  advantages,  etc.,  are 
allowed.  No  shipper  really  knows  whether  he  is  on  an  even  keel  with 
his  competitor  or  not. 

These  are  but  indicative  of  a  score  of  conditions  which  prevail; 
conditions  which  must  prevail  so  long  as  transportation  is  an  a^oncy 
of  profit  rather  than  of  service.  The  sole  aim  of  railroad  adminis- 
tration is  to  make  as  good  a  showing  as  possible.  And  railway 
operators  are  not  to  be  blamed  for  this.  They  look  upon  their  in- 
dustry just  as  does  every  other  business  man.  But  the  state  is  in- 
terested in  rendering  maximum  service  to  the  largest  number  of 
people  at  the  minimum  cost.  And  this  is  only  possible  through 
government  ownership. 

We  can  get  some  vision  of  the  social  use  of  railroads  by  the 
methods  employed  in  Germany,  Australia,  Switzerland,  Denmark 
and  other  states  where  the  conscious  purpose  of  railroad  adminis- 
tration is  at  all  times  the  upbuilding  af  the  country.  Denmark 
utilizes  her  railroads  for  agriculture;  for  the  placing  of  her  goods  in 
England  and  Germany  in  the  quickest  possible  time  at  the  lowest 
possible  rates.  The  same  is  true  of  Belgium,  from  which  country 
special  trains  are  run  to  Zeebrugge,  where  they  connect  with  govern- 
ment owned  steamers  for  London  and  to  Paris.  In  Australia  the 
railroads  are  exclusively  a  state  agency.  They  aid  cattlemen, 
farmers,  dairymen.  Each  station  agent  is  a  government  employe. 
He  receives  the  farmers'  products.  He  sends  them  to  a  government 
terminal  or  to  a  pubUc  slaughter-house.  They  are  shipped  even  to 
England  under  government  control.  The  farmer  gets  all  that  he 
produces.  He  is  free  from  discriminations,  and  there  are  no  middle- 
men whatever  between  him  and  his  consumer. 

The  industrial  development  of  Germany  is  largely  a  railm 
development.     In  Germany  railroads  are  run  for  industry.     'I 
chambers  of  commerce  and  agricultural  associations  form  a  part 
the  administration.     Special  rates  are  given  ship-builders  to  up- 
build the  merchant  marine.     Similar  rates  are  given  on  raw  ma- 
terials.    Industries  and  towns  are  built  up  in  this  way;   while  the 
great  export  trade  of  Germany  is  partly  traceable  to  the  aids  and 
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^  lien  the  transportation  agenctee  are  in  publie  luuidi. 


I NTBO RATION    OK   PHYSICAL  EQUIPMBirr 

I  ndcr  private  owneriliip  there  are  several  hundred  railroads 

built  as  a  separate  entity  and  opermtod  as  sueb.    Eadi  nllraad  baa 

lU  own  terminals,  passenger  statiooa,  yards.    One  terminal  msgr  be 

lied  with  cars  awaiting  freight;  a  near-by  terminal  may  be  ftHed 

lib  freight  clamorous  for  cars.    Empty  trains  oo  one  railroad  pass 

tber  empty  trains  on  another  railroad  going  in  the  opposite  diieetion 

.  search  of  caigoes.    There  is  terrible  waste:  waste  like  that  of 

having  a  half  doseo  water  plants  in  the  same  eity;  for  eaob  raHnMid 

has  to  have  termhuds,  fn^t  houses,  psssfingsr  statioaa.    II  baa 

>  have  docks,  lighterage  and  warebouass.    It  has  to  be  oquippad 

•r  the  maximum  load. 

it  is  impotaible  to  mobilise  all  these  ageneies  with  hundreds  of 

different  railroads  maintaining  their  separate  eiialaaee     But  two 

railroads  enter  the  dty  of  New  York.    The  New  YotIl  Ceolral  is 

the  only  railroad  having  a  freight  terminal  in  ManbaUao  and  it 

^es'  every  possible  means  to  keep  other  railroads  out    A  half 

dosen  other  systems  maintain  separate  terminab  oo  Ibe  ^^amy 

shore.    They  ought  to  be  united  into  a  single  great  terminal.    Aad 

icy  ought  all  to  use  the  Pennsylvania  and  New  York  Central  faeil- 

ities  in  New  York  City.    In  Chicago  tbera  aro  a  aoora 

a  half  dosen  groat  passenger  stations.    There  is  tremendoiiB 

1  real  estate  and  in  investment,  and  far  greater  wastafs  to  Iba 

iilustrial  life  of  the  city. 

In  thoee  countries  where  the  railroads  are  owned  by  Iba  govaffB- 

cnt  there  is  usually  but  one  union  iissssngfir  lerminaL    Tbe  pa»- 

senger  stations  are  commanding  strueluros.    Tb^  are  Iba  porlali 

of  the  city.    All  railway  linea  enter  there.    This  maaaa  put 

»nvenience  to  the  public  and  great  eoonomy  in  operation. 

greater  wastage  ia  involved  in  Uie  Sttppression  of  Iba 

iisportation  faeilitiea  of  America.    Tbe  raiboada  own  Iba 

ater  fronts  of  our  cities.    They  will  not  develop  Ibem  or  permit 

to  be  dc%'eloped  becauae  water  Irensportalion  ia  ebaapar  Iban 

1  tmsportation.    It  ooals  one-aevenlb  aa  mueb  to  eany  Mght 

y  water  as  it  does  by  rail.    As  a 
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18  discouraged  or  destroyed.     Our  rivers  carry  less  freight  than  thr\ 
did  a  quarter  of  a  century  ago.     Canals  have  been  bought  up,  c 
through  political  control  of  the  state  they  have  been  put  out  of 
buBinees.     The  Great  Lakes  from  Duluth  to  Buffalo,  the  greatest 
water-way  in  the  world,  is  little  more  than  a  private  possession  of  the 
railroads  and  the  steel  trust.     The  government  has  spent  tens  ( 
millions  of  dollars  on  harbors,  almost  every  one  of  which  is  under  tli 
control  of  the  railroads  and  the  iron  and  steel  industries.     A  gei 
eration  ago  the  Great  Lakes  were  covered  with  independent  fleet 
They  have  been  put  out  of  business.     Shipping  has  decreaseti. 
This  water-way  is  almost  a  private  possession ;  while  great  cities  are 
unable  to  make  use  of  the  water-fronts  for  the  upbuilding  of  ii 
dustry  or  transportation.     The  State  of  New  York  has  spent  tens 
of  millions  of  dollars  on  the  Erie  Canal.     It  carries  less  tonnage 
than  it  did  a  quarter  of  a  century  ago.     It  should  be  part  of  a 
continuous  water  transportation  system  from  Duluth  to  the  sea- 
board. 

Only  the  government  can  work  out  an  integration  of  rail 
and  water  transportation  as  has  been  done  in  Germany  and  Bel- 
gium, in  which  countries  heavy  bulk  traflic  is  carried  l)y  water,  the 
railroads  being  reserved  for  other  freight.  Immense  economies  ca 
be  made  in  transportation,  and  great  savfngs  in  constructural  ar- 
rangements and  motive  power  if  the  rivers,  water-ways  and  seas  are 
permitted  to  perform  the  service  for  which  they  are  naturally  in 
tended.     This  is  only  possible  to  the  government  itself. 

Similar  colossal  economies  can  be  brought  about  through  tl 
substitution  of  hydro-electric  power  for  coal.     There  is  two  mi! 
lion  horse  power  going  to  waste  in  New  York  State  alone.     There 
are  rivers  that  could  be  harnessed.     Even  the  Mississippi  could  he 
made  to  operate  our  railroads;   while  the  Rocky  Mountains  an 
Sierra  Nevadas  would  provide  sufficient  power  to  free  the  railroadt^ 
of  the  west  from  dependence  upon  coal.     A  great  hydro-electric 
development  organized  in  a  comprehensive  way  would  provide 
power  and  light  for  industry,  for  our  cities,  even  for  the  fanners. 
Such  a  program  has  been  carried  out  in  Switzerland,  in  Bavaria,  in 
the  province  of  Ontario,  in  which  states  the  white  coal  is  supplanting 
the  black  coal,  with  immense  savings  to  industry. 

It  is  probable  that  the  consolidation  of  the  railroads,  the  uni- 
fication of  terminals,  the  utilization  of  motive  power  and  cars  to 
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>(}ir  capacity  would  involve  ttavings  of  hundreds  oC  ■nfttiffiM  of  del* 

rs  in  trunti[)ortation  coet.  Similar  ecouomica  would  ba  made 
ihrough  tha  subetitution  of  water  for  rail  traniiport.  Thia  would 
ninount  to  taiM  of   inilliuiut  nnnunUy,  while  the  tuUitiiuUoo  of 

(Iro-electric  power  for  coal  would  mean  great  eeonomiae  is  Uaoa- 

•rUition  costs  and  a  saving  of  our  fuel  aa  welL 

Integration  or  Operation 

he  railroads  of  the  country  should  be  organised  like  an  army. 

'      ' '  not  be  hundreds  of  different  railways,  each  one  aneoUiy 

■  240,000  miles  ttliould  be  organised  as  a  unit.    It  aa 

to  mobilize  railroad  service  where  needed  than  it  is  to 

u  iny .     If  the  cars  and  motive  power  of  the  enttre  coim> 

tr  led  from  a  single  point  as  are  the  Pullmao  ears,  the 

rvice,  the  refrigerator  cars,  the  fast  freight  Uoea,  thefe 

>\.  1        .     r     I :*|^^  f^j.  ^^^  needs  of  the  GOuntr>',  and  a 

ftri  r>easwell. 

Similar  economies  would  be  made  in  the  accounting  and  clerical 

if  different  rates  and  rl— ifirsHone 
-d  bookkeeping.    They  inYolve  eoo- 
Mon  for  raili  i  shippers.    This  could  be  done  away  with 

Tiification  oi  transportation  and  the  simplificatioo  of  clssai 
Its. 

here  are  tens  of  thousands  of  ageots  who  solicit  freight  for 

Hinting  lines.    There  are  thousands  of  other  men  engaged  in  at- 

ading  to  the  details  of  inter>railway  relationa.    In  every  large 

etty  there  are  a  score  of  competing  ticket  offices  and  competing 

representatives  of  distant  freight  lines,  all  of  which  oost  hae  to  be 

maintained  by  the  public.     Every  railroad  maintains  a  higbty  paid 

Isfd  sta£f.   The  best  legal  talent  of  the  country  is  identified  with  the 

railroads;  and  a  large  part  of  their  effort  is  dsrvoted  to  eoolfovemiei 

with  the  Interstate  Commeroe  Commission,  with  state  rsilroad  eom- 

i«ions,  with  controlling  local  politics,  with  looking  after  the 

:il  side  of  railroading.    This  involves  a  wasia  of  miUioiie  of 

::i.    In  addition,  each  railroad  maintains  ita  corps  of  highly 

lid  officials,  many  of  whose  salaries  equal  that  paid  the  President 

u(  the  U  nited  States.    Many  of  these  officials  are  appointed  through 

favor.    These  high  salaried  officials  could  be  largely  diapeneed  with 
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if  the  financial  motive  of  railroading  were  ended  and  the  transporta- 
tion agencies  were  dedicated  to  transportation  nlone.^ 

Millions  of  dollars  more  are  spent  each  year  in  publicity,  on  ad- 
vertising, on  making  public  opinion.     Immense  sums  are  paid  fo 
the  stimulation  of  traffic  over  particular  lines.     The  losses  to  tin 
public  from  wasteful  competition  and  from  political  activities  ar^ 
colo88al. 

Economies 

But  these  economies  are  relatively  small  in  comparison  witl 
the  great  savings  that  would  come  from  public  ownership.  In  tli< 
first  place  government  securities  bear  but  4  per  cent  or  5  per  con 
interest.  In  peace  times  government  securities  are  issued  at  fron 
2J  per  cent  to  3  per  cent.  Railroad  managers  insist  upon  a  von 
much  higher  return.  If  2  per  cent  were  saved  upon  the  securitirs 
of  the  railroads,  it  would  amount  to  $400,000,000  a  year,  or  ncarl> 
twice  as  much  as  the  total  budget  of  the  Post  Office  Department. 

In  addition  the  railways  are  taking  immense  sums  out  of  earn- 
ings every  year  and  investing  them  in  the  property.  This  is  the 
way  betterments,  improvements  and  extensions  are  made.  Hun- 
dreds of  millions  of  dollars  are  collected  from  the  public  each  year 
and  converted  into  capitalization,  upon  which  the  public  is  thei 
asked  to  pay  interest  and  dividends.  It  is  probably  true  that  bil- 
lions of  dollars  of  the  present  capitalization  of  the  railroads  has  been 
taken  from  the  people  in  excessive  charges  and  converted  into  capital 
account. 

Along  with  this  railroads  are  capitalizing  and  insisting  upon 
payment  of  their  increasing  land  values.  Land  connected  with  the 
city  terminals  and  rights  of  way  is  increasing  rapidly  in  v.' 
Agricultural  land^  doubled  in  value  between  1900  and  1910.  ( 
land  increases  with  about  the  same  rapidity.  A  single  railroad  in 
one  of  the  southern  states  in  its  hearing  before  the  Valuation  Com- 
mittee of  the  Interstate  Commerce  Commission  insisted  that  it  be 
allowed  $880,000  for  land  that  had  cost  but  $71,000. 

It  is  probable  that  several  billion  dollars  have  been  added  to  the 
capitalization  of  the  railroads  from  the  unearned  increment  of  land 

*The  salaries  paid  administrative  officials  by  the  railways  amounts  to 
1340,000,000  a  year.  As  to  bow  much  of  this  is  for  salaries  of  men  engaged  in 
Um  actual  operatioa  of  the  properties  is  not  discussed. 
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1  righu  of  way  held  by  the  niiraadi.  Thia  it  a  lociil  Tslue.  I| 
u  created  hy  the  community,  it  le  traeedhle  to  the  growth  ol 
popuiatioo,  to  induBtry,  to  the  inereMUig  i*Angwttffn  ol  the  eountry. 
Upon  ilxiB  valuation,  which  ia  being  inereMed  at  the  rate  ol  huodiwk 
off  '  ^  are  demanded,  whiie  the  dmnud  k 

bei  II  pav  for  a  iociml  vaIua  which  ih^tw 

th. 


iinfcs  would  be  owned  by  those  who  made  them;   while  ia- 
rid  valuea  would  remain  community  values,  which  they 

Fam  TRB  RxaouBcis  or  AmwicA 

rhe  report  of  the  Pujo  Investigating  Committee  made  in  1913 

I  a  remarkable  pyramiding  ol  banking.  traneportAtioo  and 

y.    Practically  all  of  the  great  tranaportatkm  eyatema  ol 

i  were  under  the  control  of  four  great  ^^nlfiyig  ijmdkiafoi 

1  in  New  York.     Railroading  haa  beeome  an  BWUkOf  ol 

'  her  than  of  industry.     Rjulroads  are  operated  from  New 

« y  are  no  longer  operated  for  the  ^motion  ol  the  in* 

1  life  of  the  state.     Moreover,  and  this  is  the  gravest  poaahki 

*~  il  freedom,  the  same  group  that  owns  and 

\vj\9  and  controls  the  industrial  life  of 

ting  indi.  ive  to  compete  against  coneems  which  ana 

'  tion.    Even  though  it  ahould  ha  true 

I  a  generation  ago  are  ended,  than  stall 

I  reii  privileges,  preferences,  discriminations  and  rebataa 

"^  '^'     *'  "*     new  induaUies  to  operate  on  equal  tanna 

i8  of  capital.     Moreover,  the  railroada 

I  place  i:  nds  of  the  bankers  control  of  upwards  ol  $4,000^* 

""'"^''  The  concentration  of  l>ankinK  capital  m  lai«B|y 

>  earnings,  and  this  capital  in  turn  ia  uaed  by. 

tor  the  maintenance  of  their  mooopoliaa. 

.'  iti  America  must  be  free.    It  must  be  free  from  the 

I  fo^^  til  road  discriminations  and  ol  credit  diafrimlnalkina  aa 

I  w^.  >t  of  the  country  must  be  free  from  fear.     It  must 

^^  relea.-«Mi  .^  that  it  may  venture  freely  into  new  iaduatrias,  now 

tee  and  new  venturee  ol  orery  aort.    For  freedom  k  ol  Iha  aa- 
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aence  of  American  life.     And  we  cannot  have  industrial  freedom 
under  privately  owned  transportation  systems. 

It  is  probably  no  exaggeration  to  assume  that  the  product! 
capacity  of  America  would  be  increased  by  billions  of  dollars  an 
nually  if  it  were  free  from  the  present  inade(iuacies  of  transporta- 
tion, if  it  were  assured  a  free  and  constant  outlet,  and  if  the  credit 
of  America  were  free  to  encourage  a  competing  industry  rather 
than  repress  it.     Public  ownership  is  necessary  to  free  banking.     It 
18  neoeesary  to  free  the  ingenuity,  talent  and  labor  of  America  as 
well.     Today  mines  are  closed  two  or  three  days  a  week  because  of 
lack  of  cars.     Industry  all  over  the  country  is  strangled  l:>ecause  of 
its  inability  to  transport  its  output.     Automo})iles  by  the  thousands 
are  driven  to  their  destination  on  their  own  power;    millions  of 
men  are  unable  to  work  full  time;  while  invested  capital  is  redur* *' 
to  part  time  employment  because  of  the  discriminations  and 
adequacy   of  the   transportation   agencies   of  the  country   whose 
necessities  have  grown  beyond  the  possibilities  of  private  ro'><"^i 

The  Experiences  of  Other  Countries 

The  exf)erience  of  America  is  the  experience  of  other  countri(  .^. 
Germany  suffered  from  the  same  difficulties  that  confront  us,  as  did 
Italy  and  Switzerland.  These  countries  found  it  necessary  to  take 
over  their  railroads  in  order  that  the  life  of  the  nation  should  move 
freely  and  fully,  and  wherever  the  railroads  have  been  taken  over 
the  industrial  life  of  the  nation  has  been  greatly  aided  by  the  many 
services  which  the  government  was  able  to  render.  Just  as  those 
agencies  that  are  owned  by  the  cities  are  operated  for  service  and  are 
integrated  into  the  life  of  the  community,  so  the  transportation 
agencies  become  a  very  different  thing  when  the  motive  of  operation 
is  one  of  service  rather  than  of  private  profit.  The  greatest  reason 
of  al  Ifor  public  ownership  is  the  change  in  the  motive  of  railroad 
transportation. 


S'lwn     i:''  '  '  \TION   OF    Hi  I'RITIES  0? 

1;a.  )S  and  PIBI  ilVICE 

C0MPANIK8* 

By  Mary  L.  Barbon,  Ph.D. 

\V%UB    AND    PbOCEDURB    OF    PVBUC    SbRVICB    COMMJaSlONS    Ul 
liBLATlON  TO  SbCURITY   IsaUBB  OF  PUBUC  SbBVICB 

Corporations 

Stato  control  of  the  security  imues  of  public  Berrioe  fCwporiHoM 

bms  f^rown  by  slow  stages  from  an  almost  complete  abeeoee  of  any 

^c  era  of  special  eharten  to  the  recent  oooeeolrRtioii,  in  a 

of  absolute  power  in  the  hands  of  a  mmmisrinn     The 

^nt  state  laws  governing  a  public  uUlity's  security  issues  are  to 

hartcr  acts,  in  fSDcral  statutes,  and  in 
i<  iHsionacts.    As  the  latter  rsprsssoti  ths 

't  complete  metho<l  of  supervision,  particular  emphasis  is  plaeed 
of  this  group. 

(o  a  deeply  felt  need  of  an  administratiTe  body  to 

orcc  the  general  laws  in  regard  to  raflroads  and  public  utility 

•   service  commissions  have  become  so  widely 

'  :  1  1917  there  is  only  one  state  which  has  DO  kind  of 

lie  utility  commission— DeUware.    Twenty-four  states,  how- 

'    '  fer  on  their  commissions  power  to  rssulRls 

K«.*    C'onmiisBbn  control  of  securities  is. 

refore,  absent  from  twenty-five  states. 

Ail  degrees  of  power  from  publicity  to  absolute  control  have 

"^  >  ■eooodAry  matcml  has  been  used  in  the  prepantioe  of  Uueartiele,    Tht 
'•rrke  Commisioo  Act  (emnmnriied  in  TtJbk  I)  aad  Um 
t )  of  eeefa  state  have  been  anabrMd  to  dlMover  kn 
.Hsues  of  railroadi  and  of  pohUe  serviee 
lAUon.    fiinco  the  laUathaie  been  anai^Mleo  that  tbsi 
jcd  ta  eaetly  found,  footnote  referanoes  have  been  omitted  whfli  a 
»u4yaed  in  the  text. 

>  Alahania,  Ariuutaaa,  Colorado,  Conneetieut,  Florida,  Idaho,  Icsm,  KMtaMkyt 

daoa,  Mhmeeota,  MMsrippi,  Mootuia,  Nomda,  Now  Meadeo.  North 

^«lina,  North  Dakota,  Okkhona,  Onnoa.  Sooth 

TeniiiMi,  Utah,  Wadiit^toa,  Wjromh^. 

IS? 
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been  conferred  over  securities  on  the  remaining  commissions. 
Rhode  Island^s  one-paragraph  provision  covers  only  the  stock,  and 
not  the  bond,  issues  of  street  railways.  The  powers  and  the  work  of 
this  commission  in  the  matter  of  securities  are  so  slight  as  to  amount 
to  non-regulation.  The  Pennsylvania  and  Virginia  commissions 
are  of  the  pure  publicity  type,  their  work  consisting  of  the  filing  of 
notices  of  increases  of  securities.  There  are  ten  commissions  that 
are  limited  to  inquiring  into  the  truth  of  the  statements  in  the  corpo- 
ration's application  for  approval.'  Texas  has  a  very  stringent  law, 
but  one  that  is  enforced  not  so  much  through  the  powers  conferred 
directly  on  the  commission  as  through  the  severity  of  the  penalties 
imposed  upon  the  corporation  for  any  infringement. 

Some  initiative  is  permitted  all  the  other  conimissions  hy 
statute.  Besides  determining  the  truth  of  the  statements  in  the 
application,  the  commissions  of  Massachusetts,  New  Hampshire 
and  New  York  have  power  to  sp)ecify  the  purposes  and  to  determine 
the  amount  of  securities  reasonably  necessary.  The  commissions  of 
Ohio  and  Wisconsin  have  the  additional  power  to  decide  the  ch.i 
acter  of  the  securities  and  to  define  the  terms  of  issue. 

Four  commissions  have  complete  and  unrestricted  power  over 
security  issues,  that  of  Vermont  deriving  its  authority  from  a  general 
provision  to  prevent  overcapitalization,  and  those  of  Arizona, 
California  and  Illinois  from  detailed  provisions  in  special  pu})lic 
service  commission  acts. 

Less  than  20  per  cent  of  the  public  service  commissions  ijave 
any  discretionary  powers  on  questions  of  capitalization.  So  in- 
complete are  most  of  the  laws  that  many  commissions,  though  not 
permitted  by  law,  have  imposed  conditions  in  order  to  make  their 
control  efifective  in  any  degree.  Commission  control  over  the  capi- 
talization of  public  service  corporations,  and  particularly  of  rail- 
roads, is  neither  universal  nor  uniform. 

The  public  commission  acts  provide  for  the  enforcement  of 
commission  control  over  the  security  issues  of  public  service  corpoi 
turns  and  of  railroads  by  prescribing  the  proceedings  necessary^t* 
validate  an  issue. 

Previous  permission  of  the  commission,  evidenced  by  a  certi 
cate  of  authority,  must  be  had  in  eighteen  states  for  all  securiti* 

*  Distriet  of  Columbia,  Georgia,  Indiana,  Kansas,  Maine,  Maryland,  Michigaii, 
MiwHiri,  Nebnaka,  New  Jeney. 
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by  a  railroad  company.*  The  public  utility  corporations  of 
the  same  states,  with  the  exception  of  Texas,  are  subject  to  the  same 
provision,  and  also  those  of  the  District  of  Columbia  and  Indiana. 
Rhode  Island  requires  such  authority  for  the  stock  issues  of  street 
railways.  The  Pennsylvania  commission  has  no  power  on  its  own 
initiative  to  certify  to  an  issue,  but  must  do  so  if  the  corporation 
applies  for  a  certificate  of  valuation.  In  Texas,  the  certificate  is  in 
the  form  of  a  notice  to  the  Secretary  of  State  that  the  law  has  b< 
complied  with,  especially  that  the  particular  issue  does  not  exci  .. 
the  value  of  the  property  covered  by  it.  The  certificate  of  the  other 
commissions  states  the  amount,  purposes  and  character  of  the  issue; 
that  the  amount  is  not  in  excess  of  the  amount  required  for  the 
specified  purposes;  and  that  no  part  of  the  amount,  except  when 
permitted  in  reference  to  bonds,  is  chargeable  to  operating  expense 
or  income.  When  the  commission  has  power  to  impose  condition" 
these  are  also  set  forth  in  the  certificate. 

A  necessary  prerequisite  tq  the  issue  of  a  certificate  is  an  applica- 
tion by  the  corporation  for  approval.  The  Texas  law  docs  not 
require  a  previous  application,  but  the  rules  of  the  commission  call 
for  it  in  all  cases.  The  laws  of  several  states  contain  only  a  very 
general  clause,  demanding  a  written  application  to  be  made,* 
while  others  prescribe  the  contents  of  the  application. •  The  ap- 
plication contains  information  on  the  same  subjects  to  which  the 
commissions  must  certify  in  their  certificate  of  authority,  namely,  the 
amount,  character  and  purposes  of  the  issue,  the  terms  of  the  issue, 
and  a  description  and  estimated  value  of  any  property  or  services 
that  are  made  a  basis  of  the  issues. 

In  two  states,  Pennsylvania  and  Virginia,  the  filing  of  a  similar 
statement,  called  a  Certificate  of  Notification  in  Pennsylvania,  meets 
all  the  requirements  of  the  law,  and  the  corporation  is  subject  to  p" 
further  control  in  matters  of  capitalization.     The  duty  of  the  co 
missions  of  these  states  is  fulfilled  by  placing  this  statement  (' 
public  file. 

Previous  investigation  of  the  statements  in  the  application 
definitely  provided  for  in  the  statutes  of  many  states,  and  in  the 

*  Arisoiui,  CAlifomia,  Georgia,  Ulinois,  Kansas,  Maine,  Maryland,  Manacbu- 
teUs,  Michigan,  Minouri,  Nebraska,  New  Hampshire,  New  Jersey,  New  York, 
Ohio,  Tvam,  Veniiont»  Wisconsin. 

*  Georgia,  Mame,  Maaachusetts,  Michigan,  New  Hampshire,  Vermont. 

*  Indiana,  Kansas,  Ohio,  Wisconsin. 
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c*M  of  almoft  every  application  the  rommiMJOB  oooducU  an  to- 

^    The  conimianon  must  bold  a  publie  bearing,  and  ie 

to  make  additional  inquiry,  to  make  a  valuatioo  of  Um 

l»erty  of  the  corporation,  and  to  examine  aucb  witiMane,  booka* 

ind  contracta,  and  to  require  the  filing  ol  aueb  data  aa  it 

of  aasietance  in  reaching  a  determination. 

!    the  conimieeion  decides  to  permit  an  iamia  ei  aeeuritiaa,  ila 

ito  must,  in  aeveral  statea*  be  recorded  on  iba  booka  oC  Iba 

ly  before  securities  may  be  issued.    In  other  states,  the 

ite  mutt  l>c  filed  with  the  Secretary  of  State.* 

loiiisiirrf!  '  the  proceeck  of  authoniod 

ii0tii\%  various  1'  <- state  Statutes.    Wiaoonain 

may  require  the  utility  to  perform  any  act  necessary  to  carry  out  the 

s  ix^niiit  their  commiarions  to 

i  their  judgment  reaaonabis  and 

1  ry  to  prevent  the  disposition  of  the  proooeds  for  any  purposes 

ider.**    A  detailed  accounting o(  the 
itiws,"  and.  in  practice,  by  all  com- 
mi> 


ployes.    The  laws  of  nine  statea  declare  all 

conform  to  the  law.<*    There  ia  a 

*  r  of  the  coomiisBion  to  validate  snch 

^al  issues.    Texas,"  California*^  and  New  Hampshire**  require 

^v  applications,  but  Nebraska**  and  Indiana*'  validate  the  iasue. 

'  Ariaona,  Odlfornia,  Oeorsk,  lUinoii,  Maine,  Marykpd,  MicirfiMi.  Mb- 
NabcMka,  New  Hampahae,  New  York,  Oirio,  V«Bont»  Winaeeitt,  and 

\  ania  in  case  of  a  Ortificata  of  ValiMrtion. 

jttki  of  Columbia,  Kanns,  Minoori,  Wisoooiin. 
*  lexaa,  New  Hampshire,  Maaachuntls. 
**AriioQa,  California.  IlllBob,  MiwMiri,  Wiseonrin. 
"  Ariaona,  California,  Illinois,  Missoori. 
"  ^'' A,  California,  DisUict  of  Columbia,  UiDois,  KssMS,  Mrini^  Oyo^ 


-  i^miic  UtOity  Reporta  Annotated  (hereafter  rofefrsd  to  as  P.  U.  R.),  lOia, 
ai. 
"  Id.  A643,  1071. 
»»/«i.  E931. 
»  U,  C24. 
*'  Id.  B56. 
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If  there  is  no  need  to  change  the  terms  of  the  issue,  a  validating  order 
would  seem  sufficient,  without  compelling  the  corporation  to  recall 
the  unauthorized  securities  and  issue  an  identical  new  series,  with 
only  the  authority  of  the  commission  added.  The  penalty  im- 
posed on  the  utility  is  usually  a  fine,  ranging  from  $500  to  $20,000. 
The  agent  may  be  fined  $500  to  $10,000  or  imprisoned  on  a  mis- 
demeanor charge  in  some  states,  on  a  felony  charge  in  others,  for  a 
term  of  one  to  fifteen  years,  and,  in  Texas,  is  personally  responsible 
to  the  creditors  for  the  full  amount  of  any  damage  sustained. 

The  administrative  control  of  security  issues  is  provided  for  in 
state  statutes  by  requiring  previous  permission  of  a  public  service 
commission,  which  is  granted  upon  application  and  after  investiga- 
tion. This  permission  must  be  recorded  in  some  states  upon  the 
books  of  the  corporation  or  with  the  Secretary  of  State.  The  pro- 
ceeds from  authorized  issues  must  be  strictly  accounted  for.  For 
any  failure  to  obey  the  law  severe  penalties  are  imposed,  the  least 
of  which  is  sufficient  impetus  to  a  close  observance  of  the  provisions 
of  the  statutes. 

Compelled  in  twenty-three  states  to  submit  to  some  measure 
of  supervision  by  a  public  commission,  the  public  service  corpora- 
tions and  railroads  are  served  with  a  notice  in  almost  all  states  that 
the  approval  of  the  commission  carries  no  guarantee.^*  The  orders 
of  the  commission  often  contain  the  further  condition  that  such 
authority  shall  not  be  binding  upon  the  commission  or  any  other 
tribunal  as  a  finding  of  the  value  of  the  applicant's  property^*  in  any 
rate  or  other  proceeding.  These  emphatic  declarations  that  the 
commission's  approval  carries  no  guarantee  of  value  or  dividends 
would  seem  to  uphold  the  frequently  repeated  assertion  that  securi- 
ties have  no  relation  to  rates.  In  practice,  however,  the  same 
commissions  have  considered  the  return  on  investment  which  a 
particular  rate  will  yield  before  making  any  change.*^  Inversely  the 
ability  of  a  company  to  meet  interest  charges  has  been  the  justifir." 
tion  for  authority  to  issue  securities.** 

In  rate  valuation  proceedings,  the  security  issues  almost  in- 
variably have  weight,  even  in  states  where  there  is  no  power  granted 

^*  AruBona,  California,  Illinois,  Indiana,  Miasouri,  Pennsylvania,  Texas. 
»•  P.  U.  R.  1915,  B1072,  A557,  F795;  id.  1916,  B583,  ASH. 
"P.  U.  R.  1916,  A227.  A694,  C281,  C1020,  D26. 
«/d.  1916,  A744,  749. 
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-nmmiMion  over  teouritiet."    The  faoonl  ■iiiiuinii  that 

>  will  be  oonddered  have  been  iraiMlaled  ialo  porftiveaetioB 

\  >y  many  oommiaBioDa,  ratee  being  maintained  or  even  raiaed  in  order 

'^  Hve  a  favorable  return  on  the  aecuritiea."    The  BlMMehoielln 

lio  Service  Conuniadon  haa  taken  the  moat  definite ataod  hi  thb 
matter,  holding  that  capital  honoatly  and  prudently  inveated  muil 
U  t;ikcn  tks  a  controlling  factor  in  fixing  a  baab  for  fair  ratea,**  and 
tliit  tho  approval  of  the  commiaBon  ia  eooduiive  evidence  that  the 
iv-u  rcpreaenta  legitimate  inveatment* 

"  oonaequence  of  a  change  of  ratea  upon  the  marKct  value 
tiea  ahould  be  carefully  oonaiderad  by  all  nommiMJona     If 

I  obeervance  is  required  of  the  proviaiona  that  aecuritiea  are  to 
<^  i>N8ued  only  in  amounta  neceaaary  for  proper  purpoaaa,  and  that 
full  value  in  aaaeta  ia  turned  into  the  corporatioo,  the  nniiiinlariiaia 
^vill  beet  guard  the  public's  intereeta  by  being  generoua  and  fair  in 
rat<^  queationa.  The  ordinary  riaka  of  buaineaa,  however,  ahould 
Hot  l)e  insured  against  becauae  of  commisaion  approval  of  aeemi- 
tice  except  that  rates  should  alwaya  be  auffieient  to  provide  for 
obaoleaoenceaa  well  aa  depreciation.  The  beat  rclalienahip  betweaa 
t  he  corporation  and  the  public  ia  maintained  when  a  fair  relam  ia 
permitted  upon  a  fair  investment,  without  removing  the  spur  of 
ro8|>onsibility  for  conservative  management  from  the  offieera  of  the 
""^T^oration. 

>rATE  Statutory  Limitation8  on  tbb  laauB  or  SncuBrma 

The  meurity  %»9U€s  of  public  aerviee  oorporatioBa  thai  are  aub- 
ject  to  control  are  definsd  to  be  atoeka,  atoek  certifieatea,  hoiidB» 
notes,  trust  certificates,  or  other  evidencea  of  indebtedneaa,  payable 
it  more  than  twelve  months  after  date.  No  one  of  the  public 
Dervice  acta  enters  into  more  detail.  The  hick  of  exaei  definition 
haa  been  a  marked  deficiency  of  all  the  lawa.  What  eooalitutea  an 
i«uance  of  such  securities  was  alao  left  for  the  nninmiarinm  to  de- 
termine. As  interpreted  in  the  varioua  atalea,  oootrol  haa  been 
•extended  far  beyond  the  original  iasue  to  bona  fide  purehaaera,  or 

"  P.  U.  R.  1016»  D97e»  1015.  AOIS. 
» Id.  1916.  AMO,  are.  SOS;  1917,  A3&5, 
•«/d.  1915.  BSea;  1917,  A331. 
»/(tl915,E370,F964. 
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for  retention  in  the  tntmury  to  pledfed"  and 

and  to  iasuas  to  effect  a  reorganiiation"  or  oonaolidtlkm.** 

All  9eewriHe9  iieued  for  perioda  of  km  Ihao  tmftf  mootlM  are 
mpt  from  fegiilolum.    The  Penn^lvania  eomniMioa  najr»  in  Ma 
,,,.  r.tw...   Avf^ad  to  auoh  aeeuritiea  the  prorUoHi  thai  raquira  a 
€t:  iotification  to  be  filed.    WbcooaiB  ttmila  aueb  knaa 

ti)  lat  are  made  for  mosey,  requiriof  the  eooaeot  of  tka 

e<>  M  if  issued  for  property  or  aervicea.    Michifan  pamiha an 

or  lie  for  twenty-four  inontha  without  nnnaeDt  oC  the  eoni- 

nil  other  atatee  place  no  restrainta  upon  the  iMue  of  such 

1.1  some  states  the  refunding  of  such  aaeuritiaa,  if  io  the 
iBHue  running  for  more  than  twelve  montha,  moat  not  be 
carried  uut  without  the  oonaent  of  the  oommisBion.'*  In  other  atatas^ 
the  refunding  in  whole  or  in  part  by  any  iasue  of  securitaea  of  what- 
ever term  or  character  requires  the  consent  of  the  nnmmissicm  " 
Illinois  further  forbids  their  renewal  from  time  to  time,  without 
consent,  for  an  aggregate  period  of  longer  than  two  years.  All  other 
states  require  consent  for  any  refunding  iasue  that  is  to  run  for 
longer  than  twelve  months. 

The  interstate  character  of  the  corporation  or  of  a  particular 

issue  may  also  have  the  effect  of  a  partial  exemption.    Some  alate 

laws  confine  supervision  to  domestic  corporations,"  in  which  case 

no  part  of  the  securities  of  a  foreign  corporation  need  to  be  approved. 

Other  states  apply  the  law  to  all  corporations  tranaacting  business 

I  the  state.**    The  Georgia  act  could  receive  the  Ust  interpra- 

but  the  commission  has  refused  to  take  jurisdiction  over  the 

issues  of  foreign  corporations,  or  over  the  bond  tasues  of  a 

•r{)oration  engaged  in  interstate  commerce.** 

The  location  of  the  property  that  is  the  basis  for  the  issue  is 

»  P.  U.  R.  1916,  A42. 

«/d.  1916,01178. 

«•  Dwtriet  of  Columbia,  New  York,  Ohio,  Wmoodso,  ISinoM,  Tsas. 

»AU  Piiblie  Sarriee  Acts,  exeepi  Ukm  of  OMtgia,  Minhigia.  Tmm  aad 
>  rtpoot,  tpoBHWiiBy  ptoride  for  eontiol  Of  w  eoasoliilitioBS  oC  wuko&A^  or  KJMiiiS 

•Goorgia,  Indiana,  Maryland,  Miebiaaa,  Mknuri,  N^bmika,  Nov  York, 
tiio. 

*  Ahiooa,  California,  lUiooia. 

■  Maine,  Maiyland,  Nebraaka,  New  York.  Vennoot. 

■  Diitriet  of  Cohmibia,  Kenia,  Mirhigm,  Now  ilaiii|»iuv,  onw,  Vt  mmmm. 
w  National  Aswetotfan  of  Ralhosd  Cniiiriirirmiii,  IVnnieiHi^  ▼«  Mi  Pi  CT. 


176  The  Annals  op  the  American  Academy 

more  oommonly  made  the  measure  for  jurisdiction.  The  acts  of 
Ariion&y  California  and  Missouri  and  the  commission  ruling  of 
lllinoia  apply  the  act  to  all  issues  that  are  based  upon  property 
within  the  state.  The  Arizona  commission  interpreted  this  provi- 
sion 80  broadly  that  it  claimed  jurisdiction  over  the  bond  issue  of  a 
foreign  corporation,  although  there  was  no  lien  on  any  property 
within  the  state  and  none  of  the  proceeds  were  to  be  spent  within  the 
state,  because  it  was  not  clear  that  in  the  event  of  a  foreclosure  a 
deficiency  judgment  might  not  be  taken  against  Arizona  property." 

If  the  proceeds  are  to  be  spent  without  the  state,  many  (<>  > 
missions  lose  control.     The  acts  of  Massachusetts  and  of   N 
Hampshire  exempt  such  part  of  an  issue  as  represents  expenditures 
outside  the  state.     The  Massachusetts  commission,  however,    ' 
pass  upon  all  issues  by  domestic  corporations  and  must  be  noti 
of  the  details  of  the  entire  issue  by  a  foreign  corporation,  if  any  part 
of  the  proceeds  are  to  be  spent  in  Massachusetts.     The  Ohio  rom- 
mission  grants,  but  does  not  require,  its  approval  if  expenditures  are 
to  be  made  without  the  state.     The  Maryland  commission  claimed 
full  jurisdiction  over  all  issues  of  securities  by  domestic  corporations, 
but  the  courts  held  that  it  had  no  control  over  securities  the  proceeds 
of  which  were  to  be  spent  outside  the  state.'^    With  these  excep- 
tions, the  laws  governing  the  issuance  of  securities  apply  to  ever}- 
form  of  issue,  including  pledge,  whether  by  a  new,  existing,  reor- 
ganised, or  consolidated  company,  and  whether  for  property,  privi- 
leges, or  services. 

There  are  various  limitations  as  to  the  kind  of  security  that 
may  be  issued  under  certain  circumstances.  Those  states  which 
permit  the  issue  of  securities  for  operating  expenses  and  replacement 
require  them  to  be  in  the  form  of  bonds  or  notes.  Refunding  issues 
must  be  in  the  same  form  as  the  securities  they  are  retiring,  unless  a 
special  order  is  obtained  permitting  a  change. 

The  most  widespread  limitation  on  the  class  of  security  to  be 
issued  is  that  which  defines  the  proper  proportion  to  be  maintained 
httneen  bonds  and  stocks.  There  is  no  limit  to  bond  issues  in  Missis- 
sippi, and  several  other  states  give  the  directors  full  power  to  de- 
termine the  amount.  Arizona,  California  and  Illinois  permit  their 
commissions  to  authorize  issues  of  bonds  in  an  amount  equal  to, 

•P.U.R.  1916.B8. 
•88  AU.  348. 
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km  than,  or  greater  ihan  the  eapiUl  tioek.  The  Afitooa 
lion  haa  favored  the  reetrictioo  of  boode  to  tlie  amoimt  ol  aloek* 
while  that  of  California  haa  declared  that  70  per  eeai  of  the  capital 
in  the  form  of  booda  ia  the  maximum  to  be  autboriaod.*'  Boodi  vera 
limited  to  50  per  oent  of  the  capital  in  the  caee  of  a  Califoniia  water 
company  owning  wella  that  might  not  be  permaneot.''  A  Con- 
necticut law  preventa  the  ianie  of  bonde  in  oiOMi  of  ooe-balf  tkm 
» " !ount  actually  expended  on  the  railroad.*  The  Texaa  law  makai 
value  of  the  property  the  limit  for  bonda.  The  laws  of  Indiaiia 
auii  N\  iseonain  declare  in  general  terms  that  the  indebCedneai  of  tiie 
corporation  shall  bear  a  reaaonaMe  proportion  to  the  atoeka  iwued 
by  the  corporation.^ 

The  definite  proportion  that  muet  be  maintained  beiweeD  eloeka 

i  l>oDd8  is  preecribed  in  many  states.^    The  moft  *^ft"!*p*Mf  r^ 

rcinent  is  that  the  bonds^  or  total  indebtednev*  ihall  not  ex^ 

"  capital  stock,  modified  in  Montana  and  New  Mexico  by  the 

....I  subscribed.    Connecticut^  and  New  Jersey  limit  the  total 

«*btcdness  to  the  stock  paid  in,  but  bonds  to  twice  this  amount 

y  be  issued  in  other  states.^    The  maximum  amount  of  hoods  ia 

I  ted  to  two-thirds  of  the  capital  stock  in  Iowa,  Nebraska  and 

^h.    In  Minneeota,  the  indebtedness  exclusive  of  mortgngs  bonds 

>t  not  exceed  two-thirds  of  the  capital  stock,  but  the  total  tn- 

tednees  may  be  three  times  the  capital  stock.    An  interstate 

I  oration  may  find  itself  conforming  to  the  laws  of  one  state  only 

lefy  those  of  another.    An  established  proportion  between  stocks 

i  bonds  is  necessary  to  compel  the  owners  to  put  into  the  biisiiiess 

ugh  to  make  it  to  their  interest  to  maintain  the  property  in  an 

ient  condition,  rather  than  to  exploit  it  to  secure  divideoda. 

rvly  to  condition  the  amount  of  bonds  on  the  total  securities 

s  not  meet  the  situation,  especially  if  the  stock  is  not  fuUy  paid. 

nds  should  be  in  proportion  to  the  total  value  of  the  aasela 

.1  to  any  quality  of  the  capital  stock.     In  quantity,  there  is 

»'  P.  U.  R.  1015.  A787.  D347. 
••M  1015,838. 
••Code  1008,  «e.  8804. 

•  For  e»ei  rafenooe  aw  Tahle  II. 

«*  ArkftiMM,  Idaho,  MaryUuKi,  Miaoori,  NtVMia,  OWo. 

•  Idaho,  North  Dalmta,  Oklahoiiia.  Sooth  Dakota,  Wi 
•Code  1000,  MO.  8804. 
"•  Dtiawara,  MMinhiiwtti.  PiDnajrlTaaia,  Wi 
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alreftdy  an  overabundance  of  legislation,  but  there  is  need  of  the 
adoption  of  a  basiB  that  will  give  great<;r  defmiteness. 

Securities  of  whatever  character  must  be  issued  only  for 
UgiHmate  purposes.  The  chief  duty  of  the  comni  "  is  to  see  to 
this  requirement.    To  leave  no  doubt  that  the  <  sion's  deci- 

sion is  final,  many  states  forbid  the  utility  or  railroad  to  apply  the 
proceeds  of  securities  to  any  purposes  not  specified  in  the  commis- 
sion's certificate,**  nor  in  excess  of  the  amount  authorized.**  The 
majority  of  commissions  are  limited  at  the  outset  to  inquiring 
whether  the  issue  under  consideration  is  for  purposes  in  accord  with 
the  nature  of  the  business  carried  on  by  the  particular  corporation. 
The  unnecessary  duplication  of  facilities  by  competing  companies 
may  continue  unchecked.*'  The  commissions  of  Ohio  and  Vermont 
have  been  given  the  right  to  reject  the  applications  if  not  convinced 
that  the  proceeds  will  be  spent  for  the  general  good  of  the  public, 
and  the  acts  of  California,  Arizona  and  Illinois  permit  of  the  same 
broad  interpretation.  A  few  other  commissions,  as  Maine,**  by  a 
liberal  interpretation  of  their  power  in  regard  to  certificates  of  con- 
venience and  necessity,  may  prevent  duplication  of  plants  in  the 
interest  of  the  public.  Every  unnecessary  duplication  of  any  part 
of  a  public  service  corporation's  plant,  used  solely  for  competiti 
purposes,  results  in  reducing  to  scrap  value  that  much  of  the  prop- 
erty of  one  or  both  companies.  Where  the  evils  of  com])etition  and 
its  wasteful  extravagances  are  not  prevented  by  public  control,  the 
burdens  of  the  utility  are  unjustly  increased  and  the  public  in  no 
manner  benefited.  Every  commission  should  have  the  power,  and 
it  should  be  its  duty,  to  coordinate  the  corporate  with  the  public 
needs,  by  preventing  the  issue  of  securities  for  unnecessary  construc- 
tion. 

The  purpose  for  which  securities  may  be  authorized,  as  set 
forth  in  the  laws,  fall  into  five  general  classes: 

1.  The  acquisition  of  property. 

2.  The  construction,  completion,  extension,  or  improvement  of  its  facilitie*" 
propertaet. 


*  Arisona,  California,  Illinois,  Kansas,  Massachusetts,  Missouri,  New  Hamp- 
riiire,  New  York,  Ohio,  Wisconsin. 

•  Ariiona,  California,  Illinois.    See  Table  II. 
«  P.  U.  R.  1915,  B55,  D160;  1916,  C42. 
••/d.l916.A4I8. 
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3.      'I   h<'   illlproVlIll'ir    ..I    f!: 


ilockji  or  U>ri(b. 


.roup,  the    t  on  of  property,  indudet  tlM 

...  ..^..t«of  way  ana  v,.    ...rr  neooaiary  real  estate,  aodtlie 

ion  of  the  property  or  Rccuritiea  of  related  •3rateina.    The 

<>prceentap<  n  tothefarilttkiiof  the 

...ly.    The  pulil;.  .^...  .  ....  of  ten  atatea  forbid  the 

n  of  the  right  to  be  a  corporation,  or  the  capitiUiiation 

on  tract  for  consolidation  or  leaae.^    If  iamea  were  aDowed 

...h  purpoeea,  they  would  rest  upon  antidpalad  eamingi  and 

not  on  present  asseta,  alwa>'8  a  doubtful  proceeding,  particularly 

unjustifiable  in  the  case  of  railroada  and  public  utilitiea. 

The  second  group  covers  all  the  basic  equipment  that  directly 

furthers  the  company's  business,  including  the  cost  of  welfare  build- 

wheii  not  directed  beyond  suitable  provision  for  the  health  and 

ty  of  employes.**    What  proportion,  if  any,  of  the  aeeuritiea 

horized  for  construction  costs  should  bo  credited  to  promotion 

^  has  not  been  derided  uniformly  by  the  state  commiaBiona. 

recognition  of  the  value  of  the  services  of  the  promoter,  Iowa 

sod  a  law  in  1911  requiring  the  labor  performed  in  effecting  the 

on  of  steam  and  electric  railways  to  be  taken  into  account  in 

.s    he  amount  of  capital  stock.    The  Maine  conuniasion  author- 

:  the  issue  of  stock  to  the  promoter  of  a  railroad,  although  only 

•iar>'  organization  work  had  been  done.**    The  California 

.,sion  authorized  stock  to  the  par  of  $75,000  for  promoter'a 

ices  in  projecting  a  railroad  that  could  be  financed  at  a  sum  not 

xoeed  $750,000."    These  rulings  partake  of  extremes  in  expf«»- 

.'  appreciation  of  the  work  of  the  promoter,  but  are  baaed  on  a 

rcct  principle,  for  the  work  of  the  promoter  in  the  fidd  of  modem 


••Ariaooa,  Calif omia,  Ulinoit,  Indiana,  MiMouri,  New  York^OUa, 
I  ne  otber  fuur  groupt  are  mentioned  in  the  kvi  d  thev  tUlaa  aad  of  Qsoifia. 
KaoMs.  Mftinc.  Maryland,  MasMcfaiMtti,  Mtddgsa,  NdwMka,  N«v  HaapdM^ 

"•  Ariaona,  Gdtfornia,  nHBdi,  ladiaaa,  MarjlMMl,  MiMori,  mbffMlKB,  New 

v.Ohk),WlKoodn, 
'  IV^     U.  1016,8582. 
•*\W   U  19l6,Da80. 
"/rf,  1915,  F311. 
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industry  is  co-important  with  the  work  of  the  engineer,  and  a  condi- 
tion precedent  to  the  latter's  employment.  Less  favorable  consider- 
ation has  been  accorded  the  promoter  in  Arizona,^  Massachusetts,*' 
New  Jersey**  and  Ohio.  The  Maryland  commission  has  declared 
that  the  cost  of  financing  through  promotion  agents  is  a  ))roper 
operating  expense.*^  There  are  few  commissions  that  do  not  take 
this  factor  into  account,  although  they  may  refuse  an  award  under 
that  name.  All  states  permit  of  the  issue  of  securities  to  meet 
engineering  costs.  The  large  engineering  firms  are  taking  a  lead  in 
the  promotion  field.  Their  work  of  organizing  and  financing  the 
project  is  distinct  from  the  work  of  actual  construction,  but  a  single 
fee  may  be  received  for  the  completed  project,  the  promotion  costs 
being  absorbed  in  the  engineering  costs. 

The  third  group,  improvement  or  maintenance  of  service,  places 
a  heavy  burden  of  interpretation  upon  the  commissions,  in  determin- 
ing what  may  properly  be  included  under  this  classification .    Working 
capital  falls  under  this  division.     The  Massachusetts  Railroad  Com- 
mission refused  to  authorize  securities  for  this  purpose.     To  m 
the  special  need  of  street  railways,  a  law  was  passed  permitting  i.. 
issue  of  stock  to  provide  working  capital,  not  to  exceed  5  per  cent  of 
outstanding  stock,  or  an  issue  of  bonds  to  an  amount  determineci 
the  commission.**  In  general,  the  commissions  authorize  securiu. 
to  provide  working  capital,  in  an  amount  varying  with  the  nature 
and  extent  of  the  business.*'    Operating  expenses  and  replacemt  • 
also  belong  in  the  third  group.     They  may  not  be  capitalized  in  i.. 
form  of  stocks  in  any  part  of  the  Union      It  lies,  however,  within 
the  discretion  of  several  commissions  to  concur  in  the  issue  of  bor 
or  notes  for  these  purposes.*^    In  every  state,  permission  is  wii.. 
held  unless  the  corporation  proves  its  ability  and  willingness  to  make 

•«  P.  U.  R.  1915,  B1043. 

•/d.  1915,  A15. 

••  Id.  1916,  D77. 

•Wd.  1916,  B925. 

••Actnof  1909,  C.  486. 

••California,  P.  U.  R.  1915,  E834;  Illinoifl,  id.  1915,  F235,  1916,  C281,  7 
Indiana,  1915,  C561;  Missouri,  id.  1916,  F49;  Nebraska,  id.  1915,  B416,  Dl 
1917,  A907;  New  Jersey,  id.  1915,  B601;  New  York,  Public  Service  Coiiiiiii«»«*  i 
Raports,  Hearings  and  Decisions,  I,  166. 

••Ariaona,  California,  Illinois,  Missouri,  New  York,  Ohio,  Wisconsin;  9U 
Table  II  under  "Purpoeee"  for  references.  Massachusetts,  A<^  1914.  ^^  ^"^ 
(rtnei  raihrays). 
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out  of  eanungi  the  amount,  either  by  direet  pujrmeote  to  a 

'  ^ '•'*  or  by  invostmenU  in  eapital  Mwts.*    The  New  York 

.'t  CoiiinuBsion  hae  weU  eummarijed  the  ■iliaiiiaf 

roiii  permitting  imiee  for  operating  oipwiif,  deekriag 

compMiiai  to  abiocb  mtlj  k 
t  intomiptioM  uniftwmlsr 
'"mpmbteto 

"fflsitttki  AttMidaBi 

ver  to  authoriie  iasuee  for  rephMemeotaand  operat- 

oneervatively  exeroiaed,  it  may  prove  of  public 

where  an  insuffioieDt  depredatioo  futtid  baa 

riefficient  eervioe  will  reeult  from  a  eootimied 

>ra  out  equipment.    The  requirement  of  a 

r*  of  an  equal  amoont  redueea  the 

mi.-..:  iient    Therailroada,aaawhole, 

have  no  need  of  availin):  Ivee  of  thia  privilefe.    The  es* 

f<''  -tnt  day  striuKent  acoountaoey  nilea  will  aooa 

oL  ...  «'<v  11  til  If  V  n-^nriing  to  this  method,  byeompel* 

Ungtl  lepreoiatkm  fuada. 

or  lawful  refunding  of  the 
,,: .,  irnUr  nroblem of  interpieta- 

tion. 

Thii  iifth  group,  reimburseiueiit  of  the  treasury  for  funds  eon- 
ployed  in  the  extension,  improvement  and  betterment  of  the  prapsi^ 
ties  of  the  utility  corporation  or  railroad  reoeives  unanimous  ap- 
roval  by  all  commissions,  when  the  seeurities'are^to  be  sold  and  the 
indB  turned  into  the  treasury.* 

When  such  securities  are  in  the  form  of  stocks  to  be  distributed 

!  of  a  cash  dividend,  there  is  a  decided  divergsoce  of  opiaioii  aa 

-  propriety  of  consenting  to  their  issuanoe.    The  aet  ersatiag  a 

>mmi8Bion  for  the  District  of  Columbia,  and  the  Uws  of 

setts,  New  Hampshire  and  South  Carc^ina  forbid  scrip 

The  courts  of  South  Carolina,  however,  have  held  that  the  capitalist 

>n  of  a  new  company  formed  to  purchase  the  property  of  two 

«  P.  U.  R.  1910,  C7eO,  D681;  id,  1917,  A889. 
•New  York.  Poblie  8mwkm  Oomairnkm,  Sseood  Dlrtriei  SMk 
n»ft,  T.  I,  p.  7. 

•94  AU.  193. 
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ing  companies  at  full  value,  though  in  excess  of  the  capitalization  oC 
the  existing  companies  is  not  in  violation  of  this  statute,  even  if  tl 
securities  are  to  be  taken  by  the  stockholders  of  the  old  cor])ora- 
tions.**    According  to  this  decision,  the  law  may  Ijecircumvcntc' 
without  very  great  inconvenience  and  is  practically  nullified.    Son 
couunissions,  as  Ohio,  favor  the  sale  of  such  securities,  in  place  of 
direct  issue  to  the  stockholders,  and  the  distribution  of  the  funds  u. 
a  cash  dividend.*^ 

Many  state  laws  permit  stock  dividends  in  an  amoimt  rcfv 
resented  by  actual  investment  in  the  corporation  of  net  earninRs." 
The  commissions  of  Calif ornia,*«  IlUnois,*^  Indiana"  and  New  Jer- 
sey**  have  rendered  decisions  to  the  same  effect.     The  advantages  of 
permitting  stock  dividends  are  several.     Some  surplus  is  essential  to 
every  corporation  to  provide  for  emergencies  and  to  stabilize  diM 
dends.     To  keep  this  in  the  form  of  idle  cash  is  an  economic  ^• 
To  put  it  entirely  into  outside  investments,  which  the  managi ....  ..v 

cannot  control,  is  a  risk,  to  lessen  which  unusually  small  returns  must 
be  accepted  by  investing  in  preferred  securities.  By  the  em])lo: 
ment  of  the  surplus  in  its  own  business,  a  corporation  is  enabled  u, 
make  improvements  when  needed  acting  independent  of  conditions 
in  the  money  market,  and  to  do  so  without  the  payment  of  interest. 
The  public  is  saved  this  interest  charge,  since  the  corporation  may 
not  exact  interest  on  its  own  funds,  but  may  only  issue  securities  to 
the  amount  of  the  net  property  addition.  With  the  present  powers 
of  investigation  possessed  by  commissions,  there  is  no  danger  in 
permitting  the  investment  of  a  corporation's  surplus  in  its  own  prop- 
erty, and  the  distribution  of  a  stock  dividend  when  the  improve- 
ments are  completed.  This  is  particularly  just  when  the  owners 
have  refrained  from  all  dividends  in  order  to  build  up  the  credit  of 
the  corporation. 

The  legitimate  purposes  as  defined  in  the  laws  are  sufficiently 
broad  not  to  check  the  healthy  expansion  of  public  service  corpora- 
tions entirely  intrastate,  but  the  conflicting  interpretations  by  tl 

•«  P.  U.  R.  1915,  A483. 

"Kanaas,  Maine,  Miasouri,  Ohio,  Wisconsin,  West  Virginia  (see  Table  11/ 

•P.U.R.  1915,  C324. 

"  Id.  1915,  A205. 

••  Id,  1915,  A540. 

••  Id.  1915,  E72. 
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ifferent  sUte  eommiwimn  leUrd  the  fullest 
ntaU*  corporatioDB. 

RailroadB  and  public  atilitiM  are  limtied  not  ooly  •■  lo  Um 

iuriicter  of  the  eecuritiee  and  the  purpoeee  for  whieb  tb^ 

1 1  aleo  as  to  what  may  be  reeei¥«l  ID 

aes  have  constitutional  provWoos  to  lbs sffsslUMil 

r  bondfl  may  not  be  issued  except  for  an  equivalent  in  money  paid, 

property  actually  received  and  apptted  to  Iho  parpoHi 

•  OTDoration  was  created;  that  all  ftetMous  innrsMii  of 

<>ck  or  ii  tiess  is  void;  and  that  neither  Ubor  nor  ptopsftjf 

•ayment  at  a  greater  Talue  than  the  marfcol 

labor  was  done  or  property  reeeivod.'*    The 

imc  provision  is  incorporated  in  the  statutes  oC  many  states.^ 

he  purpose  of  such  statutes  is  to  restrict  issues  to  actual  inTsat 

ent.  and  they  are  therefore  constitutional.^ 

1  ho  enforcement  of  these  provisions  is  left  ontirsly  to  the 

directors  in  several  states,  and  their  judgment  may  be  rsvmsdooly 

in  fraud  proceedings."    If  the  issue  is  for  other  than  moosgr,  Iowa 

<iuires  the  consent  of  the  Executive  Council  of  Stale,  which,  if 

Accessary,  may  make  an  investigation  and  aaeertain  the  real  Talus 

!  the  property  to  be  transferred.'*    In  Vermont  the  iasoe  of 

f  stock  for  property  is  subject  to  special  approval  by  the 

holders,  to  whom  all  particulars  must  be  sabmittad."    Otiier 

have  made  it  the  duty  of  their  nommissiona  to  eaforee  the  pww 

as  to  the  form  of  payment.    In  Virginia,  if  the  securities  are 

'•>r  property  or  services  already  received,  the 

t^gate  the  value  of  the  property. 

!  the  commission  if  bonds  are  to  be  issued  in  advance  of  the  eom- 

letion  of  a  railroad.    In  Wisoonsin,  a  raihroad  or  utility  is 

1  the  issue  of  securities  for  services  or  property  to  the  true 

alue,  as  determined  by  the  commission,  in  an  amount  equal  to  fkn 

"•  Akbama,  mc.  234;  Ariioos  XV.  4;  ArksHM  XU,  4;  CiMfomii  XII,  11; 
HJaware  IX.  3;  Idaho  XI.  0;  Ulinoa  XI.  13;  Kwtoflky,  m.  Itt;  LodUMS.  m. 
•6;  MMunppi.  mc.  196;  Miaouri  XII.  8;  Nilwairi  XI,  5;  9&ttk  Ghpoisa  IX, 
io;  South  DdcoU  XVII,  8;  UUh  XII,  6;  VirsMi,  sm.  167. 
*>  Sm  IVble  II  under  payiMat. 
«  P.  U.  R.  1015,  AS18  (MiiiiiitHi). 
»  DaUwmro.  Ptei^rlvaiiis,  gbvlh  DOote,  W«t  VhgWs. 
*«Cod«1013.ne.ie4lb. 
«  Unip  of  1010,  143.  Mc  6. 
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faoe  value  of  the  stocks  and  not  less  than  75  per  cent  of  the  face 
value  of  the  bonds. 

The  decisions  of  the  commissions  conflict  as  to  the  proper 
measure  of  the  value  of  the  property,  whether  actual  cost,  reproduc- 
tion new,  or  present  value.  The  Maryland  commission  refused  to 
authorise  the  issuance  of  securities  beyond  the  value  of  a  publi< 
service  company's  property,  although  the  company  had  actually 
expended  in  the  plant  a  larger  sum  than  it  sought  to  capitalize.^' 
In  contrast,  New  Hampshire  granted  authority  to  issue  securities  to 
oover  the  actual  cost  of  construction,  although  a  valuation  sho 
A  present  cost  of  reproduction  new  somewhat  less  than  the  a< 
coet."  The  Texas  law  permits  the  purchasers  of  a  railroad  to  issue 
securities  to  the  full  value  of  the  property,  irrespective  of  the  pur- 
chase price.  The  California  commission  gave  consent  to  a  reorgani- 
zation plan  that  involved  the  issue  of  securities  beyond  the  value  set 
by  the  company.'*  In  Maine,  a  company  was  denied  the  right  to 
capitalize  more  than  the  purchase  price.'*  Extreme  liberality  was 
displayed  by  the  Maine  commission  in  another  case,  when  it  author- 
ized the  issue  of  bonds,  although  the  company  had  no  physical 
property.*®  Such  inharmonious  decisions  introduce  a  measure  of 
uncertainty  that  is  particularly  disturbing  in  the  case  of  railroads 
that  are  national  in  scope^  whatever  the  length  of  line  in  any  one 
state. 

These  same  principles  apply  to  reorganizations  and  consolida- 
tions. Georgia  and  Wisconsin  limit  issues  of  securities  in  such 
cases  to  the  fair  value  of  the  property.  The  California  commission 
has  not  been  strict  in  valuations  for  this  purpose,  in  one  case  making 
no  effort  to  eliminate  undue  expense  in  connection  with  the  property.*' 
Several  states  provide  that  the  stock  of  consolidated  corporations 
must  not  exceed  the  aggregate  capital  stock  of  the  corporations 
consolidated  at  the  par  value  and  any  additional  sum  paid  in  cash.** 
The  total  amount  of  securities  that  may  be  issued  upon  the  re- 

"P.U.R.  1915.A812. 
"P.  U.  R.  1915,  E931. 
»*/<i.C807. 
w/d  E109. 
-Id,  1916,  D2eO. 
•  Id.  1915,  F669. 

**Diitrict  of  Columbia,  lUinois,  Maryland,  Missouri,  Nebraska,  New  York, 
OUo. 
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organisation  of  a  corporation  is  limitod  to  the  fair  value  of  Um  pn^ 
ert  "  noqrlyania,  aa  deCemuned  by  the  nnmmtMJnn  Im  IlliMii^ 
N«  tiodTexaa.    Ohio  permita  an  lame  to  tlM  f^  ^rilne  oflfco 

old  flccuritiea.      When    the   amount  of  aeouritiea  ia 

•f  the  aeouritiea  of  the  separate  nompaniaa  tiM 

>f  all  the  evils  of  tho  old.    If  the  par  of 

ties  is  1110  r  the  real  value  of  the  propertiea,  the  ''walar^ 

w  not  eliiui  If  the  par  repreaenta  leas  than  the  real  value,  the 

ownersariM  1  to  the  extent  of  the  differanee,  when  HMsrshimkl 

rewarded  for  their  thrift  in  inereasinK  the  asaeta  of  the  eorporatioo 

f  ies  to  the  fair  value  of  the  prap> 
ion,  whether  greater  or  leas  than 
the  par  of  the  old  securities,  is  the  most  just  method,  and  the  only 
Mt*  really  ensuring  value  received. 

Par  Valui  and  Seluno  Pbicb 

if  the  many  state  laws  which  limit  aeeuritiea  to  a 
amotmt  for  lawful  purpoeee  and  require  the  corporation  to 

lue  in  full,  were  universally  executed,  no  stock  would  sell  for  IsM 
in  par  and  bonds  would  sell  for  their  exact  value,  a  eondttioo  only 
[iroxinuited  in  a  few  states. 
The  par  itself,  as  prescribed  in  the  statutes,  is  far  from  uniform. 
some  states  leave  the  decision  to  the  board  of  direetota.    In  Ten- 
nessee, railroad  stocks  may  be  issued  with  a  par  of  $100  or  less.     In 
lorado,  the  par  may  vary  from  $1  to  $100,  in  Maryland  and 
ansylvania  it  must  be  $50,  in  the  majority  of  states  it  is  pbeed 
$100."    Raihoad  bonds  may  have  a  par  of  $50  b  Iowa,  $100  in 
issachusetts  and  Vennont,  $500  in  Nebraska,  and  $1,000    in 
voming.    The  maximum  interest  on  bonds,  which  partly  deleft 
nes  market  price,  is  fixed  at  6  per  cent  in  Texaa,  7  per  eent  in 
kansas,  Massachusetts  and  Ohio,  at  8  per  cent  in  Iowa,  and  at  10 
per  oent  in  Michigan,  Nebraaka  and  Wyointng. 

The  par  of  the  securities  of  many  eorporationa  haa  no  relation 

the  value  of  the  property,  and  consequently  Ihe  aeOinc  price  and 

o  par  value  are  rarely  equivalent  terms.    The  statea  which  have 

>t  conferred  on  their  commissions  power  to  regulate  aacoritiBa  |^ 


*  ArboQA,  Coaneoticut,  Ftorkk,  Georgia,  HiinliMHIi.  If faWfus  Minis- 
Montana,  NebrMka,  New  Hampriiii%  Vennont,  Viifiaia  Oss  Tible  I. 
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the  directors  full  power  to  set  the  price.  Virginia  also  leaves  the 
price  to  be  determined  by  the  directors.  Some  commissions  have 
unlimited  power  to  fix  prices.^  Ohio  has  agreed  to  a  price  as  low 
as  80  for  stocks,  the  policy  of  the  California  commission  is  not  to 
allow  a  price  less  than  80-85  as  a  minimum,^  and  Illinois  requires 
par  to  be  received.  The  sale  of  stock  at  less  than  par  is  pennitted 
in  Indiana  and  Georgia  if  agreed  to  by  the  commission,  which, 
except  in  such  a  case,  does  not  have  power  to  fix  the  price.  Railroad 
stocks  may  not  be  sold  for  less  than  par  in  Maine.  In  the  case  of 
other  utilities,  the  commission  will  not  authorize  the  sale  of  a  stock 
at  less  than  par  by  a  new  corporation,  but  holds  itself  free  to  do  so 
in  the  case  of  an  existing  corporation.**  Other  commissions  require 
all  stock  to  be  paid  in  full.*^ 

An  exception  to  the  requirement  of  all  sales  at  par  is  made 
New  York  in  the  case  of  convertible  railroad  bonds.  The  New  York 
law  authorizes  the  conversion  of  railroad  bonds  into  stock  at  less  than 
its  par  value,  but  not  less  than  the  market  price  at  the  time  of  the 
stockholders'  consent  to  the  bond  issue.**  In  Maine,  Massachusetts 
and  New  Hampshire  railroad  stocks  must  be  sold  neither  for  less  than 
par  nor  less  than  the  market  price.**  The  same  law  holds  for  public 
utilities,  except  in  Maine  where  the  commission  may  permit  the  sale 
of  such  stock  for  less  than  par,  but  has  refused  to  do  so  in  the  case  of 
any  new  company.*^  In  these  states  the  stock  must  first  be  ofTered 
to  the  stockholders,  and  all  shares  not  so  disposed  of  must  be  offered 
at  public  auction  under  the  same  restrictions  as  to  par  and  market 
price.  With  the  exception  of  the  New  England  states,  it  is  not 
customary  for  the  commission  to  set  the  price,  if  above  par,  but  the 
rule  is  that  the  sale  be  made  at  the  highest  price  obtainable,  not  less 
than  par. 

To  require  bonds  to  be  sold  at  par  is  the  exception.  The  Mas- 
sachusetts commission  discourages  the  sale  at  less  than  par.  Tlv 
Maine  commission,  however,  holds  that  it  is  not  its  policy  to  refn 

**  Arisoim,  California,  Illinois,  Ohio. 
•  P.  U.  R.  1916,  C^9. 
•7^.1915,0361. 

"  Michigan,  Miasouri,  New  Jersey,  New  York,  Texas,  Wisconsin. 
**  Railroad  Law,  sec.  8,  sub.  10. 
**  iSae  Table  II  under  Selling  Price. 

••  P.  U.  R.  1915,  C361 ;  also  Maine,  Public  Utility  Commission  Report. 
II,  p.  296. 
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to  au  t  home  uBues  of  bonds  for  leMlluui  par.**    The  miniiiitini  price 

ioIiKiiAiiAand  WiiooDmni8  75percentofp«r.**    Tckm  requirai  UmU 

^'•1!  vjilue  be  received  for  bonds,  preventing  a  enle  for  lev  tJMa  p«i*. 

lie  ttatM  permit  the  aale  oC  bonds  at  the  price  detemiiied  by  the 

iHKi:  :  ore.**    Missouri  has  allowed  bonds  to  be  sold  as  low 

^  7i),  uiiii  ilhnois  for  78.    New  Jersey  and  Miehifan  favor  a  nihii* 

mum  of  80.    The  prioe  of  bonds  is  determined  by  sttoh  faetors  at 

rate  of  interest,  the  life  of  the  bond,  the  degree  of  aecurity, 

"  '  thotl  of  payment  and  any  privileges,  soeh  as  the  right  to 

into  stock.    The  price  is  determined  by  the  current  rate  for 

iinilar  investments,  and  a  uniform  price  is  neither  poaabls 

,........ae. 

The  difference  between  the  face  value  of  the  bonds  and  the 

M;ii  i^res  the  cost  to  the  eorporataoQ  of  obUitting  UMMiey 

'^  vv  of  interest.    The  Iowa  law  is  based  on  a  false  founch^ 

tiuthorises  the  bond  discount  to  be  taken  into  account 

nt  of  value  in  fixing  the  amount  of  capital  stock  that 

.ooued.**    Bond  discount  is  an  expense,  which  the  slate 

sions,  in  all  valuation  prooeedinffi,  require  to  be  amortised 

ol  income." 

SUMMABT  AND  CoNCLUaiON 

Ibe  charges  of  incoinpleteneas  or  inadequacy  or  both  may  be 

Dlaoed  against  many  of  the  laws  controlling  the  security  isvies  of 

roads.    Where  no  special  administrative  body  is  entrusted  with 

'  nt,  th^  remain  inoperative,  unless  some  noteworthy 

of  power  by  the  directors  arouses  public  opinion , 

<'  pure  publicity  provisions  in  the  public  utility  acta  of  Penn^yl- 

lia  and  Virginia  are  no  improvement  over  all  abasnca  of 

.nion  control.     Filing  as  a  public  document  is  not 

h  making  public.    More  complete  information  is  more  rsadUy 

'  om  banker  or  stockbroker.    The  escpensea  of 

roads  and  public  service  corporalioiia  are 

any  benefit  to  the  public,  the  investor  or  the  corporation. 

-Ukwxt,  Iowa,  Louiriaaa,  Nebrarita,  Utah  aad  Wyomii«  «•  Tkblt  ft. 
.tnn. 
"'*         l*U3.aec.  1641b. 

»'  c^^iiomia  P.  U.  R.  1016,  £107;  Dirtrict  of  Cokaabia  id,  I016»  BSIS; 
Kik  id,  1016,  ASM;  MaMMhunila  id.  BS70,  Ummwi  id,  1016,  B6M;  Oyo  «. 
'».  B670. 
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Slightly  more  justifiable  are  the  statutes  which  require  the 
oommiaBion  to  investigate  the  statements  made  in  the  application. 
The  mandate  resting  on  these  commissions,  however,  either  to 
accept  or  reject  the  application  in  the  form  8uV)mitt<?d,  has  caused 
them  to  exercise  extra-legal  powers  by  imposing  conditions.  Such 
action  is  proof  of  the  inadequacy  of  the  law.  It  is  the  law  as  it 
stands,  and  not  as  enlarged  by  the  dangerous  practice  of  reading  into 
it  increased  powers,  that  is  to  be  criticised.  Judged  on  its  own 
merits  this  type  of  control  is  highly  deficient,  for  it  imposes  moi 
burdens  than  pure  publicity,  while  the  gains  are  only  problematical, 
certainly  not  proportionately  greater. 

Some  power  should  be  granted  the  commission  to  modify  the 
application,  with  due  recognition  that  the  danger  from  extremes  is 
not  less  in  granting  too  much  than  in  granting  too  little  discretion. 
So  long  as  salaries  are  low,  qualifications  for  public  office  less,  and 
the  power  of  appointment  exercised  to  distribute  political  plums 
rather  than  to  reward  ability,  it  is  inviting  disaster  to  substitute  un- 
conditionally the  judgment  of  public  officials  for  that  of  persons  of 
long  special  training.  The  value  of  commission  control  rests  upon 
the  ability  of  the  commissioners  to  act  as  detached,  impartial  ob- 
servers, checking  but  not  replacing  the  decisions  of  corporate  ofi 
cials,  whose  judgment  may  be  warped  by  too  narrow  attention  to 
single  interest. 

Present  legislation  is,  as  a  whole,  unsatisfactory,  protect] i 
neither  the  public  nor  the  corporation  and  its  investors.  Despite 
its  imperfection,  this  legislation  has  been  in  response  to  a  rajiidly 
growing  realization  that  the  physical  plant  of  a  railroad  or  public 
utility  is  not  a  gift  out  of  the  clouds;  that  regulation  of  rates  and 
services  is  only  partial  regulation,  necessitating  the  inclusion  of 
securities  to  round  out  the  circle. 

Control  of  securities  is  necessary  to  protect  the  corijorjition 
against  itself.  In  fact,  "Chapters  in  Erie, "  the  Chicago  and  Alton 
deal  and  similar  abuses  of  corporate  powers  gave  rise  to  the  agitatio 
for  the  control  of  securities.  The  recent  financial  troubles  of  tin 
Rock  Island,  the  Frisco  and  other  railroads  are  modern  evidences 
that  the  corporation  might  profit  from  a  review  of  the  directors* 
decisions  by  an  impartial  tribunal. 

Protection  of  the  investor  is  also  of  vital  interest.     Until  re 
oently  his  claims  were  disregarded.     Existing  investments  could  be 
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■ubmitted  to  any  number  of  iMirdent  wiiboal  the  |iUMfliiliiji  of 
escape.    The  holder  of  free  funds,  however,  notes  all  siieh 

\  is  quick  to  divert  his  money  into  more  p— *-'H^ 

U  A  dull  market  for  railroad  or  other  pubUe  utililgr 
lila  to  aoquire  needed  fadltties,  and  is  thus 
wir  J u.-^ mess  of  the  investors'  claims. 

The  public  iteelf  is  most  direetly  benefited  by  aeeuiity  eootrol. 

•n  asserted  that  seciuities  have  no  bearing  upon  rates,  and 

MOOS  declare  that  they  do  not  take  them  into  aeeount. 

areful  investigation  of  the  proeeedings  ol  any 

revcsal  instanoes  in  which  the  rate  was  based  upon  the 

lie  corporation's  securities.     Always  a  return  is 

iff  the  setting  in  which  the  pruhlem  (of  rates)  is  most  frM|iieot|y 

"d  for  judicial  consideration,"  the  Interstate 

sion  has  declared.**    Aside  from  rates,  every 

-t  product  of  unwise  security  issues,  upsets  the 

urn  of  the  entire  country.    Unwise  security  issues  also  react 

'-^  rnent  of  the  public  by  poorer  service,  inadequate  nain* 

.  depreciated  equipment. 

i'rcsent  regulation  does  not  solve  the  problem  of  proper  security 

'  *   '  -'^"'p  regulation  is  expedient.    The  first  step  needed  to 

:  ion  is  to  distinguish  between  oorporationa  that  are 

nstate  and  thoee  which  are  intrastate  or  local  in  character. 

!  roads  and  corporations  controlling  facilities  essenfisl  to  the 

lent  operation  of  the  railroads  are  of  chief  interest  in  the  first 

inm,  but  whatever  corporations  are  placed  under  the  control  of  the 

Interstate  Commerce  Commission  should  be  included.    A  rail* 

road's  securities  are  the  sine  qua  non  of  its  establishment  and  exten- 

are  co-existent  with  each  foot  of  its  line,  and  cr>*  out  for  uni- 

«...»«..,^^«    possible  solely  through  national  control.    More 

ration  of  federal  control  is  not  required  here,  exeepi 

rk  that  the  securities  of  interstate  corporations  should  be 

rider  the  sole  and  exclusive  control  of  a  central  federal  body> 

act  of  the  Interstate  Commerce  Comnuasion,  and  forming  a 

jart  of  a  rational  scheme  of  complete  federal  regi^Uktioo. 

Federal  regulation  of  only  interstate  corporations  leaves  a  very 

field  to  the  sUtes.    Light,  heat  and  water  companies  and 

iueet  railways  are  a  few  of  the  corporations  whose  seeufitles  should 

**  InUntettOoBBBMrm  CoaBiisiioa,  aad  Annual  lUpoft,  p.  M. 
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be  regulated  by  state  conmuBsions.  Appointment  to  such  com- 
missions should  have  some  more  efficient  base  than  ])olitical  prestiRe. 
Commission  control  should  1)C  positive,  for  there  is  no  need  to 
regulate  the  well  managed  corporation,  and  the  fear  of  publicity 
will  prove  inadequate  to  prevent  the  unscrupulous  from  enriching 
themselves. 

The  bread  pill  stage  of  regulation  must  be  put  behind,  whether 
the  regulation  is  to  be  by  state  or  federal  commissions.  Thorough 
investigation  and  valuation  should  be  made  before  api)roval  is 
granted.  Restrictions  should  be  placed  upon  the  power  of  the 
commission  as  well  as  upon  the  corporation.  It  should  be  unlawful 
for  the  commission  to  authorize  issues  far  in  excess  of  the  value  of  the 
property.  There  is  no  reason  for  the  commission  to  decide  the  kind 
of  security,  except  to  prevent  an  unsafe  proportion  of  debts  to  owner- 
ship shares.  Supervisory  power  over  prices  is  sufficient,  although  a 
minimum  price  for  bonds  and  no  par  for  stock  might  add  efficiency 
to  the  legislation.  The  duty  of  the  commission  to  follow  up  the 
disposition  of  the  proceeds  from  the  sale  of  securities  is  no  less  im- 
portant than  the  approval  itself.  Finally,  uniformity  is  desirable 
for  all  security  legislation,  since  the  investment  market  is  national. 

The  beneficial  results  of  the  right  kind  of  legislation  are  in- 
calculable. No  legislation  causes  a  haphazard,  mushroom  growth. 
Irrational  legislation  destroys  the  fine  network  of  confidence  with- 
out which  the  inflow  of  funds  will  soon  cease  and  development  come 
to  a  standstill.  Rational  legislation  instills  confidence,  so  that  the 
full  complement  of  needed  funds  is  secured  quickly  and  cheaply. 
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Ul»>\    OF   RAILROAD  .-  ^  VIVS 

By  Max  Trklbn 

'"  — ''^•'  '^  *-r^  on  "Dear»ble  Soope  and  Mtlbod  of 

alroad  SecuriUo,"  aa  I  Imv  beco  paqowttd 
o,  it  itf  oecesaary  to  make  m  number  ol  Mnimptioot.  Tbe 
'  >f  such  a  paper  must  assume  for  the  purpoae  of  the  paper 

roads  will  remain  in  private  ownerehip. 

it  iiiay  be  assumed,  furthermore,  that  it  is  not  ncceeBar>'  in  thk 

.  t.>  -i«.....»,.f  r..*,.  the  necessity  for  public  regulation  of  railroad 

re,  it  has  at  times  been  urged  thai  railroad 

\e  nothing  to  do  with  the  regulation  of  railroad  rates, 

•I'Mes  and  that,  accordingly,  there  is  no  necessity  for 

i  of  their  issue.    It  seems  dear,  bowerer,  that  a 

whuse  financial  structure  is  unsound  not  merely  has  grsal 

in  maintaining  reasonable  rates  and  adequate  senriee  bat 

s  it  practically  impossible  to  secure  new  fupds  for  oeoessary 

d  capital  expenditures.    The  predicament  of  the  railroads 

.en  before  the  outbreak  of  the  war,  found  themselves  unable 

the  additional  funds  urgently  needed  for  the  enlargameBt 

!  .  t  he  construction  of  double  traoks,  the  purchase  of  addi- 

otivcs  and  freight  cars  and  for  other  capital  purposes 

caused  by  excessive  security  issues  or  an  unhealthy 

•muce  of  funded  indebtedness  over  capital  stock. 

..  .a  the  past  to  provide  adequate  regulation  over  the  secu..;.. 

•  fl  and  the  financial  structures  of  these  railroads  is  largely  respoo- 

their  present  condition.    Our  difficulty  has  been  sot  too 

t  too  little  regulation. 

title  of  this  paper  presupposes  that,  to  some  extent  at 

'  regulation  of  railroad  securities  is  desirable  or  ntcm" 

....a  the  scope  and  method  of  such  regulation  are  open  to 

n.    In  the  brief  and  sketchy  manner  made  necessary  by  the 

or  I  shall  address  myself  herein  spedfictally  to  the 

,     ind  the  desirable  method  of  the  regulattoo  of  raH- 

1  securitios  by  the  federal  government. 

101 
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The  subject  will  be  considered  under  the  following  heads: 

1.  Federal  versus  state  control 

2.  Federal  incorporation 

3.  Control  versus  publicity 

4.  Proposed  statute 

1.  Federal  Versus  State  Control 

Heretofore  the  federal  government  has  made  no  provision  for 
the  regulation  of  the  issue  of  railroad  securities.    In  the  absence  of 
action  by  the  federal  government,  twenty-one  states  have  provi ' 
for  such  regulation  by  their  respective  railroad  or  public  soi 
commissions.^ 

In  determining  whether  regulation  in  a  given  field  of  niih 
activity  should  be  exercised  by  the  federal  government  or  by 
state  governments,  I  have  always  been  of  the  opinion  that  tb( 
federal  government  should  do  whatever  the  federal  govern  n 
best  do  for  our  people  and  that  the  state  governments  sli- 
whatever  they  can  best  do.    The  test  is  the  good  of  our  people  as  i 
whole  and  not  whether  a  favor  shall  be  extended  to  the  federa 
government  or  to  the  state  governments. 

Applying  this  test  to  the  railroad  situation,  I  believe  that  the 
regulation  of  local  service,  facilities  and  police  regulations  can  ^ 
be  done  by  local  authorities.  The  same  conclusion  follows,  in 
opinion,  with  reference  to  local  rates,  with  the  proviso  that  legisla 
tion  should  be  enacted  by  the  federal  government  providing  fo- 
coSperation  between  the  Interstate  Conmaerce  Commission  and  th( 
affected  state  commissions  in  the  so-called  Shreveport  situations 
involving  alleged  discrimination  between  interstate  rates  and  intra 
state  rates. 

However,  applying  the  same  test  to  the  issue  of  railroad  securi 
ties  I  have  long  since  reached  the  conclusion  that  authority  over  thf 
issue  of  securities  of  railroads  engaged  in  interstate  commerce  shouU 
be  exercised  exclusively  by  the  federal  government.  This  conclu 
sion  is  based  not  merely  on  an  abstract  study  of  the  situation  bu 
also  on  an  experience  of  five  years  as  a  member  of  a  state  railroa( 
commission  charged  with  the  duty  of  regulating  the  issues  of  securi 

*  For  a  detailed  analysiB  of  what  the  states  have  done  in  regulating  raiboBt 
Mcurities,  see  article  in  this  volume:  "State  Regulation  of  the  Securities  of  Rail 
roads  and  Public  Service  Companies."    [Editor.] 


Fkoeral  RsauLATioif  OF  Railboad  Bwcvmmm^        Itt 

H  of  all  claases  of  public  utilitiefl,  ineludinic  raflrtMuii  ^gF^f*^  la 
..ttiniUte  commerce. 

The  reaaoDB  for  thia  conclusion  may  be  tUled  very  briefly. 

Referring  first  to  capital  stock,  no  state  can  control  the  issue  oC 

-•ork  by  a  railroad  company  incorporated  in  another  state.    In 

ler  to  escape  regulation  of  the  issue  of  its  capital  stoek  it  is  now 

only  necessary  for  a  railroad  company  to  incoqiorate  in  some  stAt« 

^hwU  does  not  provide  for  regulation  of  the  issue  oC  the  eapital 

ok  of  railroad  companies.    The  only  way  to  meet  tin  sKualkm 

Ic  for  regulation  by  the  federal  government    HHerring 

ids,  efficient  and  economical  financing  requires  that  rail- 

itions  evidenced  by  bonds  shall  constitute  a  lien  upon 

t  y  of  the  railroad,  irn»xy)ertive  of  stale  lines.    As  a  prae* 

r,  financing  in  picceii  by  state  lines  is  not  poasible.    To 

pr.  it  application  for  authority  to  issue  railroad  bonds  mufi 

'ate  in  which  an*  rt  of  the  property  to  be 

.  .S..P, U'd  is  not  merely  ;.,;y  and  oumbersooie  bvl 

<)  leaves  open  the  door  to  differences  of  opiaioo  betweeo  the 
of  the  various  states,  which  difterenoes  may  result  in  the 

I  lie  entire  proposed  issue.    The  only  prompt  and  satisfae- 

ry  control  over  the  issue  of  railroad  bonds  is  the  establishment  of 
ive  control  by  the  federal  government  in  a  sin^  regulatory 

•J  • 

A  number  of  bills  introduced  ip  Congress  during  the  last  few 

iin  and  providing  for  some  measure  of  oootrol  by  the  federal 

•vemment  over  railroad  security  issues  have  provided,  in  effect, 

it  the  control  by  the  federal  government  shall  be  coocurreiit  with 

•  control  by  the  respertive  state  govemmenta.     The  re- 

h  legislation  would  be  to  add  one  more  commission  lo 

ly  exercising  control,  and  thereb>'  to  btroduce  additional 

!  increase  the  possibilities  of  differences  of  opiaioii  b»- 

various  public  regulatory  authorities.    Such  legMattnn 

plicate  the  situation  and  would  seem  to  be  inadvisable. 

ry  solution  is  exr'  irisdiction  in  the  federal 

:easonable  opport ..:.....  :^  all  affected  state  com* 

ns  to  appear  before  the  federal  authority  and  to  be  heard  in 
atcrs  affecting  their  respective  statea. 

Under  the  decisions  of  the  Supreme  Court  of  the  United  Stales 
>ottruing  federal  statutes  referring  to  houn  of  senriee,  employwa' 
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liability  laws,  safety  appliances  and  other  fields  of  railroad  regula- 
tion, I  have  no  doubt  of  the  legal  power  of  Congress  to  provide  for 
exclusive  regulation  by  the  federal  government  of  the  security  issues 
<rf  all  railroads  to  any  extent  engaged  in  interstate  commerce.    If 
the  federal  government  enters  this  field  and  indicates  its  intenti( 
that  its  regulation  therein  shall  be  exclusive,  the  authority  of  the 
states  to  exercise  jurisdiction  in  this  field  will  be  effectively  excluded. 
In  this  respect  I  agree  with  the  argument  presented  to  the  Con 
mittee  on  Interstate  and  Foreign  Commerce  of  the  House  of  Keprc- 
sentatives  in  February  and  March,  1914  and  to  the  Committee  on 
Interstate  Commerce  of  the  United  States  Senate  in  June  and  Jul 
1916  by  Mr.  Alfred  P.  Thom,  speaking  as  representative  of  rail 
roads  whose  earnings  constitute  84  per  cent  of  all  railroad  earning!, 
in  the  United  States. 

2.  Federal  Incorporation 

The  suggestion  has  recently  been  made  in  certain  quarters  that 
federal  regulation  of  railroad  security  issues  cannot  be  made  effective 
without  federal  incorporation  of  all  the  railroads.    This  suggestion 
is  contrary  to  the  generally  accepted  view.    The  conclusive  ansv 
to  the  suggestion  is  found  in  the  argument  of  Mr.  Thom  before  the 
Committee  on  Interstate  and  Foreign  Commerce  of  the  House  of 
Representatives  in  1914  and  in  the  restatement  of  his  legal  concl 
sions  made  by  him  in  December,  1916  before  the  Joint  Committ*  • 
of  the  Senate  and  House  of  Representatives. 

The  power  of  the  federal  government  to  create  a  federal  rail- 
road corporation  rests  on  its  authority  to  establish  an  agency  or 
instrumentality  to  carry  into  effect  the  powers  vested  in  the  govern- 
ment.* The  federal  government  cannot,  by  creating  a  federal  rail- 
road corporation,  enlarge  the  powers  possessed  by  the  federal 
government.  Whatever  the  government  can  do  indirectly  through 
the  creation  of  a  corporation  as  its  agent  it  may  do  directly  as  prin- 
cipal without  the  establishment  of  the  agency.  Accordingly,  the 
creation  of  a  federal  railroad  corporation  cannot  possibly  enlarge 
such  powers  as  the  federal  government  already  possesses  to  regulate 
the  security  issues  of  railroads  engaged  in  interstate  commerce. 
The  creation  of  federal  railroad  corporations  for  this  purpose  is 
entirely  unnecessary. 

*  MeCuUough  v.  Maryland,  4  Wheat.  316. 
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Aa  bearing  on  the  reg:uIation  of  raflroftd  Mcurity  }mom  by  tht 
icderal  government,  it  may  l>e  appropriate  at  thui  point  to  drmw 
attention  to  the  fact  that  under  the  plan  of  fedoral  ioeorpoffttioa 
prewntecl  by  the  railroada  to  the  Joint  CongreMooal  CommittM 
it  ia  provided  that  no  railroad  shall  be  permiitad,  after  a  ccrtaia 
day.  to  continue  to  engage  in  interstate  oommeret  unlf  ft  hm 
taken  out  a  federal  charter;  that  a  federal  raihroad  eorporatioo  k  to 
take  the  plaoe  of  faeh  existing  state  railroad  corporation;  and  that 
the  federal  railroad  corporation  shall,  under  this  compubory  plan, 
have  the  same  securities  outstanding  as  are  now  oulatanding  againat 
'^«'  Htate  railroad  corporation.  In  other  words,  by  eompubioii  of 
federal  government,  the  existing  raiUtMd  secuiitka,  isehidiiig 
all  the  water  therein  and  all  the  seeds  of  <>«ftnHH  dfifianr  resulting 
from  existing  unhealthy  railroad  financial  struetorea,  are  to  be 
perpetuated  in  the  new  federal  railroad  eorporattona.  That  adeh 
Ltlation  should  be  adopted  by  Congreaa  aaens  incooeehrable. 

This  paper  will  proceed  on  the  aaaumptton  that  fedefml  ioeor- 
mtion  of  the  railroads  is  entirely  unneeeaaary  to  the  adequate 
'  ion  by  the  federal  government  of  the  security  iaauea  of  aO 
.wuds  engaged  in  interstate  commerce. 

3.  Control  VEBsua  PuBUcmr 

Considerable  difference  of  opinion  has  heretofore  eidaled  on 

question  whether  federal  control  over  railroad  aacuritj  iaaiiea 

^'  ic  merely  for  publicity  or  whether  it  ahall  prorida  for 

'''  w>».'..r,  i,y  the  appropriate  public  authority  before 

-lied.   Theee  two  oppoeing  theories  are 

irity  *'  method  and  the  "control "  method. 
1  ^«  i  ;!:of)  provides  that  before  a  railroad 

n  may  i  intir     it  must  file  with  a  deaignalei 

•nt  of  the  propoeed  iaaoe  and  of  ita 

i.»....^  filed  such  statement  the  eorporatioo  may  ihm 

le  the  propoeed  securities  without  action  by  the  public  authorilgr. 
ihc  control  inrt!io<l  provi.Ies  that  before  the  railraM 
rnay  issue  itii  securities  it  must  first  receire  the  approral  of  a 
niited  public  authority. 

^e  publicity  method  was  favored  by  the  Fedend 
isaion,  of  which  President  Hadley  of  Yale  UniYcniCj 
iirman,  and  has  been  advocated  by  a  number  of  promineoimea 
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in  public  litV  j  two  former  members  of  the  Railroad  Com- 

micsion  of  \>  i  •  ihh  Of  all  the  states  of  the  Union  which  have 
provided  for  control  over  the  laauea  of  railroad  securities,  Virginia 
alone  has  adopted  the  publicity  method.  All  the  othor  twenty 
states  which  have  provided  for  such  regulation  have  adopted  the 
control  method.  The  chief  argument  advanced  by  those  who  favor 
the  publicity  method  seems  to  be  that  under  the  control  method 
the  public  authority  is  either  legally  or  morally  bound  to  authorize 
rates  sufficiently  high  to  yield  a  return  on  the  security  issues  author- 
ised by  it  as  well  as  on  all  the  preceding  security  issues.  As  far  as 
the  legal  question  is  concerned,  I  have  seen  no  authority  to  support 
the  proposition.  To  remove  any  doubt  on  this  question,  the  federal 
statute  could  readily  provide  that  nothing  therein  contained  should 
be  construed  to  imply  any  guaranty  or  obligation  on  the  ji.irt  f)f  the 
United  States  with  reference  to  the  securities  authorized. 

Referring  to  the  assumed  moral  obligation,  it  seems  obvious 
that  in  so  far  as  past  issues  of  securities  are  concerned,  made  with- 
out governmental  action,  no  such  assumed  obligation  can  possibly 
exist.  In  so  far  as  issues  hereafter  authorized  by  the  federal  govern- 
ment are  concerned,  it  has  never  been  successfully  contended  that 
a  governmental  authority  which  authorizes  such  security  issues 
even  morally  underwrites  the  success  of  the  corporation.  Due 
weight  will,  of  course,  be  given  to  the  investment  made  by  the  cor- 
poration and  to  the  securities  from  which  the  funds  thus  invested 
are  derived.  This  statement,  however,  by  no  means  im})lies  that 
the  corporation  is  reheved  from  the  ordinary  chances  which  every 
business  takes  and  that  the  government  either  legally  or  morally 
guarantees  the  success  of  the  venture  or  the  integrity,  under  all 
conditions,  of  the  security  issues  authorized  by  it.  In  Californi'i 
where  the  State  Commission  acts  under  the  "control  method,' 
have  never  heard  the  suggestion  made  that  the  state  is  in  the  posi- 
tion of  a  guarantor  of  the  security  issues  authorized  by  it.  I  am 
also  advised  that  in  most  of  the  other  states  which  also  have  the 
control  method  no  such  suggestion  has  ever  been  made. 

The  chief  argument  in  favor  of  the  control  method  is  that  the 
ability  of  the  utility  to  render  adequate  service  at  reasonable  rates 
and  to  fulfil  the  requirements  of  the  public  for  additions,  better- 
ments and  extensions  depends  very  largely  on  the  soundness  and 
integrity  of  its  financial  structure,  and  that  the  construction  and 
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n  for  Ik*  |irot»itioa  hoUk 

i'urity  issues  which  has  uow  been  nstiMiihiwI  in  mtmi 

In  my  opinioo,  eonlraft  OY«r  Um 

lun  of  their  proeeedt  it  Um  Iwgr- 

«ioc*  of  thv  entire  arch  of  public  utility  reguUtioD.    RagulAtioo 

»)  Hitiet  shall  hlo  a  public  resold  of 

«i  •  »n  with  security  issues  would  Bol 

ive  prevented  the  wreck  of  the  Chicago  and  Alton,  the  New  York, 

.N« ''  Ti  r  the  Frisoo  or  the  Roek  laland.    1  con- 

ffi«l«  r  *'ntirely  ineffeetive  and  beooewocoe  than 

'  regulation.    In  my  opinion,  based  on  the  experience  in  California 

•  ii  of  the  Union  which  have  undsriakoD  the  psgulataoo 

issues  of  public  utilities,  the  only  effective  method  of 

^u!  it  ion  is  the  control  method. 

4.  Proposed  Statute 

I  shall  now  make  a  number  of  suggestions  with  nUnom  to 

proviMionH  to  be  contained  in  a  federal  statute  establialuiif  control 

of  tho  m  curity  issues  of  railroads  engaged  in  inloratate  commerce. 

In  my  opinion  the  control  over  security  issues  of  such  railroads 

'touid  be  vested  in  the  same  federal  body  which  reguUtes,  to  the 

lent  to  which  such  reguUtion  has  been  provided,  their  rates, 

rvice  and  safety  and  which  ascertains  the  various  facts  entering 

to  the  value  of  raihroad  properties.    This  coBdunoo  not  mere^ 

cms  logical,  but  also  is  in  accordance  with  the  practice  of  all  the 

ites  which  have  provided  for  regulation  of  railroad  security  issiasa. 

this  suggestion,  however.  I  wish  to  draw  attention  to  the 

<)  branch  of  publir  utility  regulation  requires  more  prompt 

tion  than  requests  for  authority  to  issue  securities,  and  to  sumbsI 

it  if  this  authority  is  vested  in  the  Interstate  Commerce  Com- 

-'K >n,  adequate  machinery  must  be  provided  so  that  the  authority 

^y  be  promptly  exerciscil. 

The  statute,  in  my  opinion,  should  apply  to  all  railroads  which 
irT>  rnKagetl  in  interstate  commerce  but  should  not.  for  the  present. 
'•  street  railways. 

ill*  >!afute  should  apply  to  hoMinn  (ompaints  ».•<  wrll  .x-  to 
'  raiMikc  "•Mipanies.  I  am  not  in  Mn»imiliy  with  the  suggestion 
•it  th.  K  filiation  should  not  apply  to  railroads  which  are  located 
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entirely  within  the  limits  of  a  single  state.    If  such  railroads  are 
engaged  in  interstate  commerce,  as  most  of  them  are,  they  should 
be  just  as  much  subject  to  regulation  of  their  security  issues  by  tl 
federal  government  as  the  railroads  whose  situation  differs  only  in 
the  fact  that  they  happen  to  cross  a  state  boundary  line.    The  test, 
in  my  judgment,  should  be  whether  the  railroad  is  to  any  exUi 
engaged  in  interstate  commerce  and  not  whether  its  tracks  and  ti( 
happen  to  be  located  entirely  within  the  boundaries  of  a  sinpl* 
state. 

The  statute  should  state  the  purposes  for  which  railroad  securi- 
ties may  be  issued.  These  purposes  are  generally  defined  in  the 
state  statutes  to  be  the  acquisition  of  property;  the  constructiot 
completion,  extension  or  improvement  of  facilities;  the  improve- 
ment or  maintenance  of  service;  the  discharge  or  lawful  refunding 
of  obligations;  and  the  reimbursement  of  moneys  expended  from 
earnings  or  from  other  moneys  in  the  treasury  of  the  utility  not 
secured  from  the  issue  of  stocks,  bonds  or  other  evidences  of  indebt- 
edness, for  any  of  the  aforesaid  purposes. 

The  statute  should  provide  that  no  railroad  corporation  sub- 
ject thereto  should  have  authority  to  issue  any  stocks  or  stock  cer- 
tificates or  any  bonds,  notes  running  longer  than  a  specified  term, 
or  other  evidences  of  indebtedness  unless  a  petition  asking  authority 
to  make  the  issue  has  first  been  filed  with  the  Interstate  Commerce 
Commission  and  the  Commission  has  made  its  order  thereon  speci- 
fying the  issue  which  is  authorized,  and  stating  the  amount  thereof 
and  the  purpose  or  purposes  to  which  the  issue  or  the  proceeds 
thereof  may  be  applied. 

I  consider  it  unwise  to  have  the  statute  specify  in  detail  the 
contents  of  the  petition.  It  would  be  far  more  desirable,  in  my 
opinion,  to  have  the  statute  provide  that  applications  should  1 
made  in  such  form  as  the  Interstate  Commerce  Commission  may 
from  time  to  time  determine  and  prescribe  and  that  the  Commis- 
sion should  have  the  power  to  establish  rules  and  regulations  goveri 
ing  the  contents  of  the  petition  and  the  procedure  in  connection 
therewith.  The  experience  of  the  states  shows  the  wisdom  of  a 
statute  unencumbered  by  unnecessary  detail  and  providing  flexible 
regulation  within  the  definite  principles  established  by  the  statute. 

The  statute  should  provide  that  notice  should  be  given  to  the 
railroad  conmussion  or  public  service  commission  or  pubUc  utilities 
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MouniflBon  or  other  a|»pro|«ato  Authority  of  Mtth  aUto  in  whiob 
the  petitioner  operates,  with  the  right  on  the  pnri  oC  ioeh  iUtee  to 
eppeer  before  the  Interstate  Commeree  CommWoo  and  to  he  heaid 
upon  the  application.  The  Interstate  Commeree  CommissioD 
should  be  authorised  to  give  such  additional  noliee  aa  in  its  judf- 
ment  is  necessary  and  to  hold  such  hearings  as  it  eondden  advisable. 
The  statute  should  provide  that  the  Coinmission  may  by  ila 
order  in-nnt  permission  for  the  issue  of  securities  in  the  amooal 
Appiii'd  for,  or  in  a  lesser  amount,  or  not  at  all,  and  that  the  Com- 

iflsion  should  have  the  right  to  attach  to  the  exercise  of  its  per- 
niisskm  such  condition  or  conditions  as  it  may  deem  reasonable  and 
neoessary.  The  power  of  the  Commission  to  impose  conditions  in 
its  order  is  a  matter  of  veiy  great  importance  and  should  not  be 
overlooked  in  the  framing  of  the  statute. 

The  Intorstat^  (  ommeroe  Commission  should  be  authorised  to 
re<|uir6  the  railroad  companies,  in  Such  form  and  detail  as  the  Con^ 
misBton  may  consider  advisable,  to  account  for  the  disposition  of 
the  proceeds  of  securities  authorised  and  to  establish  rules  and  regu- 

t  ions  to  insure  the  disposition  of  the  proceeds  for  the  purpose  or 
purpoees  specified  in  the  original  order  or  in  such  amended  or  sup- 
plemental orders  as  the  Conmiission  may  from  time  to  tame  make. 
he  statute  should  provide  that  the  Commission  shall  have  no 

•^vcT  to  authorise  the  capitalisation  of  tlie  right  to  be  a  corporar 

on,  or  to  authorise  the  capitalisation  of  any  franchise  or  permit 

in  excess  of  the  amount  (exclusive  of  any  tax  or  annual  charge) 

actually  paid  to  any  public  authority  as  the  consideration  for  tlie 

grant  of  the  franchise,  permit  or  right.    Franchises  are  granted  l^ 

pobUc  authorities  to  enable  private  capital,  as  agent  for  the  public, 

'       *    ns  which  the  public  ii^cM  might  directly  perform. 

apital  ask  public  authorities  to  grant  frsnrhians 

so  that  such  capital  may  perform  important  functions  as  agents  of 

.k.  ,1 1     ^^^  ^1^^  ^  y^^^  ^^  grantees  of  such  franchises  turn 

>  the  public  and  claim  against  the  public  values  for  the 

franchisee  thuB  conferred  is  the  height  of  aUnirdity  and  injustieo. 

VI  i.  .    .1     f   ,  .^  government  undertakes  to  control  the  issue  of 

'  ies  it  should  be  careful  to  insert  in  the  statute  appro- 

P^  •*  so  as  to  prevent  the  capitalisation  of  any  such 

^^-  or  privileges  except  to  the  extent  of  aetual  pay* 

D^'  rby  the  grantee  of  the  franehise,  permit  or  privi- 
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lege  to  the  public  authority  granting  the  same.    An  ounce  of  preven- 
tion 18  worth  a  pound  of  cure. 

In  order  to  set  at  rest  definitely  the  claim  that  any  govern- 
mental guaranty,  either  legal  or  moral,  will  follow  from  authoriza- 
tions  to  issue  securities,  it  may  be  well,  although  unnecessary,  to 
insert  in  the  statute  a  clause  providing  substantially  that  nothing 
therein  contained  shall  be  construed  to  imply  any  guaranty  or  obli- 
gation on  the  part  of  the  United  States. 

The  statute  should  provide  appropriate  penalties  for  its  viol, 
tion.  In  my  opinion,  it  is  not  sufficient  to  provide  that  violations 
or  proposed  violations  may  be  enjoined  and  that  persons  guilty 
thereof  may  be  fined  or  imprisoned.  I  suggest  the  additional  provi- 
sion found  in  the  California  Public  Utilities  Act,  to  the  effect  that 
any  security  issued  without  an  order  of  the  commission  authorizing 
the  same  then  in  effect  shall  be  void,  but  that  failure  in  any  other 
respect  to  comply  with  the  conditions  of  the  order  shall  not  render 
such  security  void  except  as  to  a  corporation  or  person  taking  the 
same  otherwise  than  in  good  faith  and  for  value  and  without 
actual  notice. 

Closely  akin  to  control  over  security  issues  is  control  over  the 
sales,  leases,  mortgages,  encumbrances,  mergers  and  consolidations 
of  public  utility  properties.  I  suggest  that  the  federal  statute  should 
provide  that  no  railroad  corporation  subject  thereto  should  thence- 
forth sell,  lease,  assign,  mortgage  or  otherwise  dispose  of  or  encum- 
ber the  whole  or  any  part  of  its  property  necessary  or  useful  in  the 
performance  of  its  duties  to  the  public  or  any  franchise  or  permit 
or  right  thereunder,  nor  by  any  means  whatsoever,  direct  or  indirect, 
merge  or  consolidate  its  property  with  any  other  common  carrier 
subject  to  the  Interstate  Commerce  Act  without  having  first  secured 
from  the  Interstate  Commerce  Commission  an  order  authorizing  it 
so  to  do. 

There  is  nothing  unusual  or  particularly  difficult  in  connection 
with  the  exercise  of  the  powers  herein  suggested  to  be  conferred 
upon  the  Interstate  Commerce  Commission.  Such  powers  are  now 
exercised  in  the  leading  states  of  the  Union  with  reference  to  rail- 
roads and,  to  a  considerable  extent,  other  classes  of  public  utilities. 
The  principles  applicable  to  such  control,  the  proceedings  before 
the  commissions,  the  forms  of  the  orders,  the  method  of  reporting 
the  security  issues  by  the  utility  and  the  disposition  of  the  proceeds 
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of  such  iiiriucH  aiid  every  oilier  fAct4>r  oonneetad  wtih  ibe  prablan 
have  been  worked  out  in  detail  by  the  vaiiooi 

That  the  exercise  of  theee  powen  by  thai 
salutary  r fleet  in  protecting  both  the  public  utilities  and  their 
suiiunt  and  in  improving  the  sale  of  public  utility  aeeitrilaai  it 
gi*iM- tally  conceded.  That  neeeasary  public  utility  deralopaMBt 
eontinu4^  unaffected  by  such  regulation  is  shown  by  the  fact  that 
in  (  '  '  lia  in  excess  of  two  hundred  and  thirty  million  dollars  of 
ni' ^  y  has  been  inveaied  in  public  utility  enterpriaoa  stnee 

March  23,  1912,  the  effeetive  date  of  the  Public  Utaities  Act,  being 
th<  '  'of  such  investment  in  any  corresponding  period 

of  ry. 

By  reason  of  the  peculiar  facta  surrounding  nulroadt  eogafpd 
>mmeree,  the  control  of  their  security  iastiea  by  the 

I  »een  as  prompt,  satisfactory  and  effective  as  the  rail- 
ida,  their  imtrons  and  their  investors  have  the  right  to  expect. 

II  the  ineffective  control  over  railroad  security  issues 
1  in  a  portion  of  the  states  of  the  Union  should  give 

iv  to  prompt,  effective  and  unified  control  by  the  federal  fovem- 
ut. 


i 


THE  POINT  NOW  REACHED  IN  THE  FEDERAL  REGU- 
LATION  OF  INTRASTATE  RATES 

By  J.  A.  LiTTLB 

Federal  Authoritt  over  Intrastate  Commerce  before  the 
Shreveport  Cases 

The  principal  motive  which  actuated  the  sovereign  states  in 
sending  delegates  to  the  convention  which  framed  the  Constitution 
of  the  United  States  is  not  mentioned  in  the  Preamble  to  that  instru- 
ment but  is  found  in  Article  1,  Section  8,  which  delegates  to  Con- 
gress, among  other  things,  the  power  "to  regulate  commerce  with 
foreign  nations,  and  among  the  several  states  and  with  the  Indian 
tribes." 

The  history  of  the  period  following  the  treaty  of  peace  with 
Great  Britain  and  prior  to  the  ratification  of  the  Constitution  amply 
bears  out  this  statement.  To  find  a  remedy  for  the  conflict  between 
the  states  which  threatened  to  destroy  the  weak  offensive  and  de- 
fensive alliance  of  the  original  thirteen  states  which  was  embodied 
in  the  Articles  of  Confederation,  Rhode  Island  presented  resolutions 
calling  for  a  central  body  to  regulate  commerce;  James  Monroe, 
as  a  member  of  the  federal  Congress,  brought  in  resolutions  saying 
that  such  regulation  was  absolutely  essential;  and  James  Madison 
introduced  in  the  legislature  of  Virginia  and  had  passed  resolutions 
similar  to  those  adopted  by  Rhode  Island  with  additional  provisions 
calling  for  a  convention  at  Annapolis  to  establish  a  better  systr 
of  conmiercial  regulations. 

Six  states  sent  representatives  to  the  Annapolis  Convention  of 
1786  and  they,  after  extended  discussion,  came  to  the  conclusion 
that  no  remedy  for  the  evils  complained  of  could  be  prescribed  with- 
out drastic  changes  in  the  powers  of  the  central  government  which 
would  require  the  framing  of  a  new  constitution.  In  accordance 
with  this  conclusion  the  delegates  to  the  Annapolis  Convention  is- 
sued the  call  for  a  constitutional  convention. 

Attention  is  called  to  these  facts  as  an  aid  in  placing  a  proper 
ooDstruction  upon  the  commerce  clause  of  the  Constitution  and  in 
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dtfining  the  spheres  of  aoiion  within  which  the  fedend  and 
governments  may  properly  operate. 

It  does  not  seem  possible  that  then  !  Iv.  !..     i;  .    !<.  iM 

in  the  minds  of  those  who  aoted  for  tlu-  .  ..  i  i.  -;  vi.  >i.  >  i!.!>iiig 
the  Constitution  as  to  the  exaei  power  conferred  on  the  federal 
fovemment  in  connoetion  with  the  regolalioii  of  toteniUte  ooouiMrae 
sbcc  the  Kninting  of  thk  power  to  the  fsderal  goiveniiiieDt  ww  the 
most  important  single  purpose  of  the  framers  of  that  instrument. 

In  the  debate  l)etween  those  who  favored  and  those  who  op> 
po^l  a  strong  central  government  and  the  Conetitutioii  of  the 
'  States,  which  pro\'idee  such  a  government  to  do  for  all  the 
•«iau->  what  they  cannot  do  8o  well  for  themselves  but  retaias  for 
the  several  states  the  functiomi  which  can  best  be  performed  by 
state  governments,  this  question  was  diseussed. 

The  Btipporters  of  the  federal  plan  argued  that  the  coromerce 

lof'  of  the  (  onstitution  permitted  the  new  government  to  ooniral 

lie  oommeroe  only  and  that  the  states  were  left  free  to  ex- 

iw  all  the  governmental  powers  which  had  not  been  speeifieally 

!«*gAted.'    To  ensure  this  construction  of  the  Conatitiitioii  aome 

states  insisted  upon  the  passage  of  the  first  ten  ameodmenta 

i«  iiK  i>  were  primarily  designed  to  preeerve  the  rights  of  mdhridtials 

And  the  several  states  against  any  encroachment  on  the  part  of  the 

Icral  government. 

It  may  therefore  be  said  that  there  was  no  intent  to  derive 
•'  several  states  of  power  to  regulate  their  internal  eommeroe  by 
y  construction  placed  upon  the  commerce  dause  but  on  the  other 

'  '       * or  was  clearly  and  specifically  reserved  to  the 

V  mendment. 
Ihis  division  of  authority  was  reoogniaed  by  the 
'^-  ^-itcdSUtes  in  deciding  the  fiiBteai 

;:)e*  in  which  a  state  enactment  was  set  aside  tsesnii  U 
'^cUy  rtguUUed  and  impeded  inientait  commgret  and  isss  Aenes  &•> 
'id  lAs  poiMT  of  the  MiaU  and  not  beeause  of  any  lack  of  power  on 
"  part  of  the  state  to  reguhite  its  internal  eommeroe,  sucli  powws 
•liscussed  and  upheld  in  the  decision  of  the  eourt. 
4  he  case  just  referred  to  is  tjrpical  of  many,  other  than  rals 
-les,  in  which  the  Supreme  Comrt  of  the  United  States  has  im^ 

•  Th»  FtdtnHai,  82.  82. 

«  OMm0  t.  0§4m.  0  Whaal  1. 
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fonnly  held  that  a  state  cannot  lawfully  enact  regulations  of  its 
oommeroe  which  operate  to  burden  unduly  or  impede  interstate 
eommeroe.  In  such  cases  involving  navigation  laws,  safety  ap- 
pliance acts,  taxation  of  interstate  commerce  and  related  subjects 
there  has  been  a  conflict  between  a  statute  of  the  state  and  a  valid 
act  of  Congreas  or,  an  attempted  exercise,  by  the  state,  of  the  power 
granted  to  Congress  by  the  commerce  clause. 

As  to  cases  involving  the  validity  of  state  legislation  fixing  max- 
imum rates  for  transportation  by  railroad,  or  the  lawful  orders  of 
state  railroad  commissions,  it  may  be  said  that  there  has  been  prac- 
tically no  conflict  with  the  power  of  the  federal  government  under 
the  commerce  clause. 

It  is  true  that  there  have  been  many  cases  in  which  it  was 
alleged  that  the  states  had  interfered  with  or  unduly  burdened  inter- 
state commerce  but  a  careful  examination  of  all  such  cases  from 
Munnv.  Illinois  (94  U.  S.  113)  down  to  the  Minnesota  Rate  Case 
(230  U.  S.  352)  shows  that  the  contentions  advanced  as  to  such  al- 
leged interference  with  interstate  commerce  were  mere  incidents  to 
the  efforts  of  the  railroads  to  escape  regulation  by  public  authority.  ■ 

It  is  a  significant  fact  and  a  fortunate  circumstance  for  til < 
of  public  regulation  of  carriers  and  utilities  that  the  Suprenn 
has  steadfastly  refused  to  condemn  state  regulation  on  such  alleged 
grounds. 

State  regulation  of  railroads  was  first  attempted  about  1873 
responsive  to  widespread  complaint  as  to  the  arbitrarily  unjust, 
unreasonable  and  discriminatory  charges  imposed  upon  the  internal 
commerce  of  the  various  states  by  common  carriers. 

It  is  a  striking  commentary  on  the  wisdom  of  our  federal  plan 
of  government  to  note  the  quick  responsiveness  of  the  state  govern- 
ments to  the  popular  demand  for  relief  from  oppression  by  coinnion 
carriers  as  compared  with  the  course  of  congressional  action  looking 
toward  relief  for  interstate  commerce  from  similar  evils. 

In  1874  the  Windom  Committee  reported  as  to  transportation; 
routes  to  the  seaboard  but  no  action  was  taken  by  Congress.  When 
the  Cullom  Committee  reported  and  the  Act  to  Regulate  Commerce 
was  enacted  in  1887,  many  states  had  already  provided  railroad 
commissions  with  full  rate-making  powers.  Congress  did  not  give 
the  Inierstale  Commerce  Commission  power  to  fix  maximum  rates  until 
1906. 
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During  the  period  between  the  enaetment  of  the  ftrnt  grmncer 
i:iW8  and  the  (MMMge  of  the  Hepburn  Act  in  1906  the  sUtet  had 
UtigAt4^d  prurtieally  every  important  queftion  bearinc  upon  the 
dflcKfttion  of  ruto-tnaking  power  to  an  admintstrathre  tribunal  and 
thr  pmrti(  al  enforcement  of  such  legislation. 

At  tliiH  point  it  seems  proper  to  Dot«  that  during  the  period 
of  state  regulation  of  rates  prior  to  the  passage  of  the  Hepburn  Act 
there  was  no  complaint  disclosed  by  any  of  the  bearings  of  Congres- 
sional rommittees  that  the  aetion  of  state  railroad  commWooa  was 
pr<  of  restraint  upon  interstate  commeree  or  of  discrimina- 

ti-       ifc;jiiiii*t  Buch  commerce. 

>  'n  the  other  hand  in  the  hearings  of  the  Senate  Committee  on 
Intoivtate  Commerce  whose  report  preceded  the  passage  of  the  Hep- 
bum  Act,  we  do  find  the  statement  that  because  of  the  regulation 
of  rut 08  by  state  commissions  shipments  moving  within  the  confines 
of  a  single  state  were  transported  at  reasonable  rates  and  that  "  be- 
cause of  the  fact  that  the  defendants  are  unrestrained  as  to  such 
interstate  rates,  and  by  reason  of  the  combination  of  such  defend- 
ants whereby  competition  is  eliminated,  that  such  interstate  rates 
are  abnormally  high."*  Such  **burdens"  upon  and  ** inlerfertnei" 
with  interstate  conuncrco  clearly  exbted  because  of  the  faUure  of 
ngress  to  provide  adequate  remedies  and  not  because  of  the  proper 
exercise  of  the  states'  power  of  regulation. 

As  to  the  discriminations  existing  which  might  become  the  sub- 
feet  of  complaint  before  the  Interstate  Commerce  Commission  it 
« ms  proper  to  take  the  testimony  of  a  representative  of  the  car- 
tiers  who  is  described  in  the  record  as  "possessing  unusual  legal  at- 
tainments" and  being  ''an  expert  on  the  subject  of  tranaportatioD" 
which  is  as  follows: 


Af  a  matt«rof  faet,  all  the  really  important  eonUumriei  between 
beditiei  (whkh  wiD  fomirii  by  all  odds  the  moei  importaiit  and  dUBeuH  rmla- 
■akinc  propoeitioM)  grow  ahooet  without  eieeption  out  of  inientaie  raU  adjuit- 
■Mote  wUk  wkkh  ilait  eoHmritnom  kam  noUung  to  do.* 

It  is  a  remarkable  fact  that  all  of  the  complaint  against  state 
gulation  of  rates  has  arisen  since  Congress  gave  the  Interstate 

•P.  60 Sen.  Doc.  245,  69tk  Comg. 

« P.  MO,  5fii.  i>oe.  145,  «MA  C<mg,   Statsmsni  of  Hon.  WaDtsr  a  Binss. 

lulice 
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Commeroe  CommiflBion  power  to  free  iniersUUe  commerce  from  the 
eviU  TtferTtd  to  above. 

The  Interstate  Commerce  Commission  originally  refused  to 
take  jurisdiction  over  cases  involving  alleged  discriminations  bo 
tween  state  and  interstate  rates  arising  out  of  the  acts  of  state  rail 
road  cSnunissions  or  the  enactments  of  state  legislatures.* 

The  Shreveport  Decisions 

On  further  consideration  of  this  subject  in  connection  with  tip 
complaint  of  the  Railroad  Commission  of  Louisiana  against  the  St 
L.  S.  W.  Ry.  C.  et  al.  (23  I.  C.  C.  31)  the  Interstate  Commerce  Com 
mission  held  that  it  had  full  jurisdiction  to  hear  such  complaint 
and  provide  a  remedy. 

The  order  of  the  Commission  in  this  case  held  that  the  class 
rates  maintained  by  the  defendant  carriers  were  unjust  and  unrea 
sonable  and  a  reasonable  maximum  schedule  was  fixed  for  applicn 
tion  from  Shreveport,  Louisiana,  to  specified  destinations  in  Texa 
and  the  carriers  were  required  to  '^abstain  from  exacting  any  higher 
rates  for  the  transportation  of  any  article"  from  Shreveport  to  Dal- 
las, Texas  and  points  intermediate  via  the  line  of  the  Texas  and 
Pacific  and  from  Shreveport  to  Houston,  Texas  and  points  inter 
mediate  via  the  lines  of  the  Houston,  east  and  west  Texas  and  the 
Houston  and  Shreveport,  "than  are  contemporaneously  exacted 
for  the  transportation  of  such  articles  from  Dallas  or  Houston  for 
an  equal  distance  toward  said  Shreveport."     The  power  of  the  In- 
terstate Commerce  Commission  to  make  this  order  was  sustained 
by  the  Supreme  Court  of  the  United  States  in  Houston  and  Texas  Ry 
v.  United  States  (234  U.  S.  342). 

Accepting  the  construction  placed  upon  the  Act  to  Regulate 
Commerce  by  the  Court  as  correct  for  the  time  being  let  us  not( 
what  followed  this  decision. 

The  complaint  of  Ihe  Railroad  Commission  of  Louisiana  was 
broadened  to  include  every  carrier  operating  in  the  state  of  Texas 
and  every  commodity  for  which  rates  were  fixed  by  the  Railroad 
Conmiission  of  Texas  and  every  article  of  commerce  described  in  tb- 
-western  classification. 

In  deciding  the  enlarged  case  41  I.  C.  C.  83  the  Inai 
Commerce  Commission  fixed  "reasonable"  rates  to  cover  ti 

•  ^unien  and  Co.  v.  SouUiem  Express,  18  L  C.  C.  415.- 
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moving  under  claas  rates  and  oeriain  fpedfied  commodity  rates 

from  Slinvcport,  Ix>ulsiana,  to  all  points  in  Teiai  and  alto  rsqulrsd 

thr  (.-^tahHHhrnent  of  the  "current  western  dasrifleatfam  fo  affael 

the  time  such  trafiio  moves"  to  govern  all  shipiiianta  within  the 

"••  xas. 

are  several  important  differences  between  this  and  the 

earlier  order  which  was  upheld  by  the  Supreme  Court  of  the  United 

The  earlier  order  dealt  with  retail  and  the  Uter  oftier  eon- 

1  wholesale  discriminations  in  rates.    I  do  not  wish  to  Imply 

that  mere  number  is  important,  but  the  first  order  was  limited  to 

vements  of  traffic  in  state  and  interstate  oommeroe  while 

der  covered  any  shipment  whether  state  or  faiteratata 

which  came  within  range  of  its  terms. 

In  the  earlier  case  every  rate  fixed  by  the  Commission  was  de- 

Hnred  to  be  the  ''reasonable  maximum"  for  application  to  inter- 

te  commerce  and  state  rates  were  forced  to  conform  to  that 

Kl.krd  of  "reasonableness"  to  remove  the  unjust  diseriminataoQ 

ni     In  the  last  case  the  Interstate  CommeroeCommlsBioo  fixed 

isonable  rates  to  apply  to  class  and  commodity  rates  and  dealt 

ah  classification  in  the  following  language: 


Upquartionably  the  siiuaikMi  betwwn  Shrsveport  and  its  Tc 

ucfa  that  unlMi  the  laine  elaaaifioation  applies  uaiust  dJecrimination 

*  western  cbaBlfieatloii  goverDs  intentate  traneportatioa  in  the  teRiiory  eur- 

•ndtng  Shreveport,  induding  traneportatloo  baiweeu  Teae  points  and  points 

>ther  states.    In  hrg$  Tpart  U  Ka»  rte&md  Urn  imitnmmmii  ti  titia  Cmmmimitm, 

otisrn  ClasiififlatiQii  Case  (25  I.  C.  C.  442).    OoMidKii«  Ihs  ftadh^  aiNsdy 

nade,  that  transportation  oonditions  for  tlis  eompsytivs  haob  hers  tnvobsd  ars 

ouKntantiAlly  similar,  judiee  demamU  thai  Urn  aam§  da$mfiecMem  sAsB  op^  to  oSL 

.    .    We  are  therefore  constrained  to  find  that  for  the  future  defendants 

uiuii  sitshHsh  and  apply  to  transportataoo  of  piopsitjp  6ilipssn  pmmU  im 


Assuming  that  this  order  is  valid  as  to  its  requirements  govern- 
ing classification  it  will  be  noted  that: 

1    The  shipper  at  Shreveport  may  complain  to  the  Interstate 

Commission  against  any  rate,  rule  or  regulatioD  oon- 

iie  classification  since  the  order  of  the  CommlnoD  doss 

'  make  such  raUSf  rules  and  regulations  ths  reasonMi  inaapiinfl  Co 

ply  to  Uu  inUrtiaU  eommsros  of  ShrmfeporL 

•ItalicB 
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2.  No  shipper  of  freight  bettoeen  poinU  in  Texas  can  complain 
io  either  the  State  Railroad  Commission  of  Texas  or  the  Inter  state  Coin- 
merce  Commission  against  any  rate  rule  or  regulation  in  western  das- 
tificaiion  because  the  Texas  Commission  may  not  establish  any  dij 
ferent  rate^  rule  or  regulation  since  such  action  would  come  in  "  conjlici 
with  the  power  of  Congress  under  the  commerce  clause  by  reason  of  the 
resulting  ** burden*'  to  and  ''interference**  with  interstate  commerce 
while  the  Interstate  Commerce  Commission  cannot  act  becaiLse  it  has 
never  been  given  the  power  to  fix  reasonable  rates  governing  intrastate 
transportation. 

Under  such  circumstances  the  Texas  shipper  would  find  hin- 
self  as  much  without  a  remedy  for  his  complaint  as  was  the  fish  dealer 
in  Pensacola,  Florida,  who  complained  of  the  alleged  discrimination 
resulting  from  the  fixing  of  express  rates  from  Mobile  to  Alabama 
points  and  who  was  denied  relief  by  the  Interstate  Commerce  Con 
mission  because  of  its  lack  of  jurisdiction  in  Saunders  &  Co.  v.  Sou. 
Express  (18  I.  C.  C.  415)  with  this  important  difference:  the  Texas 
shipper  cannot  even  test  the  reasonableness  of  the  classification, 
while  Saunders  &  Co.  were  heard  as  to  the  question  of  reasonableness 
per  se. 

Under  such  circumstances  it  seems  prop)er  to  inquire  as  to  the 
extent  of  the  *' indorsement"  which  the  western  classification  was 
given  in  the  report  of  the  Commission  in  the  Western  Classification 
Case  (25  I.  C.  C.  422).     In  this  case  it  became  the  duty  of  the  Inter 
state  Commerce  Commission  to  determine  the  propriety  of  changes 
in  the  western  classification  which  affected   1,263  descriptions  of 
articles  in  the  classification  out  of  a  total  of  6,046  descriptions  or 
approximately  21  per  cent  of  the  descriptions  in  the  tariff.     Since 
each  description  usually  covers  the  carload  and  less-than-carload 
ratings  and  may  carry  such  ratings  for  different  kinds  of  packages 
it  is  safe  to  say  that  the  classification  covers  12,000  to  18,000  ratinp^ 
The  commission  estimated  the  total  change  in  ratings  to  be  not  ov* 
2,000;  hence  from  12  to  17  per  cent  of  the  total  ratings  were  passed 
upon  by  the  Commission,  and  many  were  rejected. 

Can  it  be  possible  that  the  sovereign  states  have  been  so  effcc 
tually  shorn  of  their  power  to  regulate  rates  that  they  may  not 
change  a  tariff  issued  by  an  agent  of  the  carriers  which  has  been  "In 
large  part     ....     endorsed  by  this  (the  Interstate  Commerce 
oommission. "    Surely  this  cannot  be  the  law  either  within  the  deci 


Act  uj  iUv 
the  Unitcil 

III  <'UM)  Court 

(rfthe  I  ^  rcMiT  tobe 

met  aa  to  •  aioii  of  lOg  to 


•uf tiiincd  by  clear  aiid  conviDcing  proof. 

Ml-  R  Nebraska  Ratk  Casbb 

If  the  Int<  iieroe  Commiftuon  is  right  in  ita  deter- 

at  inn  t  V  ^  3  and  oonditioM  surrounding  Texas 

.uMait  I  iiose  surrounding  the  traflle  between 

bhrevcport  \as  points,  it  must  follow  that  the  rates  found 

leaaonable  a>  to  .^nreveport  are  reasonable  as  applied  to  Texas  In- 
trastate traffic,  aiid  the  rates  OBtablished  by  Texas  authorities,  lower 
in  such  Shreveport  rates,  are  simply  less  than  reasonable.    Can 
u  be  possible  that  the  state  should  be  deprived  of  its  authority  to 
make  rates  by  the  judgment  of  the  Interstate  Commeroe  Conunis- 
!i  that  rates  are  less  than  reasonable  where  the  proof  is  o(  a  leas 
lurmal  or  complete  character  than  would  be  required  to  establish 
a  charge  of  confiscation  in  a  court  of  law?    Thb  question  has  been 
wered  in  the  Missiouri  Iliver  Nebraska  cases  at  page  254,  as  fol- 
>vs: 


The  NtbcMka  oonmbnon  dots  Dot  qiMition  the  duty  of  this 

dimet  the  removal  of  unjust  diecriminatiooe  caueed  by  diffi 

'*r«ute  and  intrastate  rates.    It  reoogniiei  our  authority  under  the  dediioii  of 

Hupreme  Court  in  ffoutUm  <t  Texas  Ry.  r.  UniUd  AoIm,  234  U.  8.  342,  to 

aireet  the  removal  of  iueh  diaerimtnatione  ahhoufb  slaleratei  are  iDcrcand 

Uiweby.    It  ineista,  however,  thai  this  authority  naj  not  bs  eawflind  ealssi  lbs 

'nmirnkm  finds,  and  is  justified  by  the  evidanoe  in  ftndaog,  that  the  intraslnt* 

ns  are  eonfiscatory.    This  position  involves  the  asstimptinn  thai  a  elate  made 

I  rate  or  ■}ttem  of  rates  cannot  be  eaad  to  cause  unjust  discrimination  unlesi  it  is 

unkwfiil  for  another  reaaon,  namely,  that  it  is  so  km  aa  to  deprive  the  carriers 

>roperty  without  due  prooesi  of  law  or  to  deny  them  the  ei|aal  proteetion 

^  U.V  ukwa.    Such  an  aanmiption  finds  no  support  in  those  aeelioae  of  the  net 

ifiae  uajft  diecriminatk>n  and  uadne  pwjudiee,  nor  eia  it  be  jestified 

iiraetice  or  on  principle.    This  Commission  is  frsquenily  called  upon  to  delsr 

e  whether  a  relation  of  rates  is  unjustly  discriminaiory  where  no  question  ie 

an  li«  raised  as  to  whether  any  of  the  rates  involved  are  oonfieealory.    Tlieafli 

w  it  no  authority  to  deiannine  whether  etat»fnsde  ratsi 
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TIm  poritjqn  ii  wholly  indefensible  that  this  Commiwion  must  inquire  into  an 
inuo  M  to  whioh  it  ham  no  jurisdiction  for  the  purpose  of  dotennininK  a  question 
as  to  which  its  junsdicUon  is  not  only  complete,  but  exclusive. 

Except  for  this  contention  of  the  Nebraska  Railroad  ^  unnins- 
sion  and  the  views  of  the  Interstate  Commerce  Commission  ex- 
pressed in  disposing  of  this  phase  of  the  case  there  is  little  difTcren 
between  this  proceeding  and  the  Shreveport  Cases.     Whenever  the 
conflict  between  federal  and  state  regulation  of  rates  is  discussed 
the  Shreveport  and  Missouri  River  Cases  will  be  the  main  topi 
but  there  have  been  many  other  decided  cases  involving  siinil 
situations. 

Classification  of  Pertinent  Decisions 

In  general  it  may  be  said  that  there  are  four  types  of  cases 
which  have  been  presented  to  the  Interstate  Commerce  Commis- 
sion  relating  to  "discriminations  against   interstate   commerce" 
arising  by  comparison  of  interstate  with  intrastate  rates  which  m; 
be  classified  as  follows: 

1.  Discriminations  against  the  interstate  commerce  of  a  par- 
ticular locality  arising  in  connection  with  the  intrastate  commerce 
of  certain  locaHties  in  another  state  as  to  commerce  with  specifi 
ally  named  destinations  in  the  same  state. 

2.  Discriminations  against  the  interstate  conmierce  of  certain 
localities  which  result  from  the  intrastate  rates  applied  between 
certain  other  localities  in  another  state  and  the  communities  in 
whole  sections  of  the  same  state  which  are  not  specifically  named. 

3.  Discriminations  which  are  alleged  by  certain  communities 
to  exist  because  of  the  difference  between  interstate  rates  to  locali- 
ties in  another  state  as  compared  with  intrastate  rates  between  all 
points  in  that  state. 

4.  Discriminations  claimed  to  exist  by  certain  shippers  or 
localities  because  of  the  different  rates  maintained  from  such  local- 
ities to  various  interstate  destinations  as  compared  with  the  var\ 
ing  intrastate  rates  existing  in  the  several  states  embraced  in  tht- 
complaint. 

The  three  Shreveport  decisions  fall  within  the  first,  second  an 
third  classes  in  the  order  named.     The  Cement  Investigation  (I.  O. 
C.  Docket  8182)  is  typical  of  the  fourth  class  of  cases.     In  this  case 
the  Interstate  Commerce  Commission  has  undertaken  an  investi 
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^'Htion;  on  iU  own  motion  and  by  cooiolkiatioo  id  e^am  invohrtng 

' '  iuU  filed,  and  invMtigaiiont  of  rmie  adniMe  cant  affae^ 

cement  rates  applying  between  pointe  in  Weetern  Trunk 

rritory  and  between  such  W.  T.  L.  Territory  and  a4ieeent 

.ivMioe. 

Ill  the  hearingn  of  this  case,  the  state  rates  and  earioad  minima 

cement  moving  within  the  states  of  Michigan,  Indiana, 

V,  itioonsin,  Minnesota,  Iowa,  Missouri,  North  Dakota, 

I  'akota,  Nebraska,  Kansas,  Oklahoma  and  Colorado  were 

i.     In  a  similar  case,  the  Livestock  Investigation  (I.  C.  C. 

So.  8436),  the  scope  of  the  proceeding  will  oover  questions 

K  both  state  and  interstate  rates  applying  between  all  parts 

of  the  United  States. 

TH  Dakota  Express  Rate  and  Ilunoxs  Two-Cent  Fabb 

Decisions 

^H(^  its  decision  in  the  Shreveport  case  (234  U.  8.  342)  the 

Court  has  passed  on  two  other  important  cases  involving 

issues. 

I..  American  Express  Co,  v.  CaldioeU  (decided  June  11,  1917) 

like  order  of  the  Interstate  Commerce  Commission  in  Sioux  City 

y.  American  Express  Co.  was  reviewed  and  the  court 

<   express  companies  were  not  required  to  adjust  all 

loux  Falls  and  the  other  South  Dakota  points  named  to 

points  in  the  State  of  South  Dakota  since  the  report  and 

'^-"^  Interstate  Commerce  Commission  showed  that  unjust 

>n  existed  only  in  territory  conunercially  tributary  to 

>ux  City  and  such  Dakota  cities.    In  this  connection  the 

•  1  .~><iid: 

HT>«ffe  a  ptowcdina  to  remove  imjwt  dJMtiiiiinilWin  pf wis  ■oMy  tbs  q^MS> 
faaa  whether  the  cerrier  has  improperly  exercieed  iU  Mtthoritjr  to 


Jk«  Commknoo  jnay  legally  order,  in  geoend  tenne^  the  removal  of  i 

Hhown,  leanng  upon  the  carrier  the  burden  of  determining  ako  the  points 
')ii  fh>ro  which  rates  most  be  dumged,  in  ofder  to  elleel  a  removal  of  the  <&»- 
tnatkm.  But  where,  ae  here,  there  is  a  eonftoi  between  the  federal  aad  the 
uie  authoiities,  the  Coonnisskio's  order  easBoi  serve  as  a  liliinstJon  for 
'ii'vegarding  a  regulation  or  order  issued  under  stale  authority,  unless,  and  ei»> 
flo  far  as,  it  is  definite  as  to  the  point  or  poinU  to  which  it  npplisa.  For  the 
•T  of  the  Commimion  is  dominant  only  to  the  extent  thai  the  enraiBi  is  fouad 
'  to  be  aeeessary  to  remove  the  exiitiaf 
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In  a  ver>'  recent  case*  this  rule  was  amplified  and  extencicd.  The 
carriere  sought  to  increase  all  passenger  fares  from  the  state  rate  of 
2  cents  applicable  in  Illinois  to  the  interstate  rate  of  2.4  cents  p- 
mile  approved  by  the  Interstate  Commerce  Commission  for  carriage 
between  points  in  Illinois  and  adjacent  states.  The  carriers  claimofl 
that  such  action  was  necessary  to  comply  with  an  order  of  the  Intc 
state  Commerce  Commission  (41  I.  C.  C.  13).  The  Public  Service 
Commission  of  Illinois  contended  that  the  order  of  the  Commission 
was  in  excess  of  any  power  that  had  been  or  can  be  conferred  on  the 
Interstate  Commerce  Commission,  but,  assuming  the  existence  of 
power  to  make  the  order,  that  the  extent  to  which  it  was  intended 
to  affect  the  state-made  rates  was  so  indefinite  as  to  render  the  order 
void  and  ineffective. 

In  determining  these  questions  the  Court  approved  its  decisio:. 
in  the  Shreveport  Case  as  to  the  powers  of  the  Interstate  Commerce 
Commission,  under  section  3  of  the  Act  to  Regulate  Commerce  but 
held  that  the  order  which  was  in  controversy  was  inoperaf  ivr'  mtwI  of 
no  effect  because  of  its  uncertainty. 

What  is  quoted  above  from  the  South  Dakota  Express  Case  was 
restated  and  approved  after  which  the  Court  said: 

In  conttruing  federal  staluUs  enacted  under  the  power  conferred  by  the  commerce 
daute  of  the  ConstUiUion  the  rule  is  that  it  should  never  he  held  thai  Congress  irUendi 
to  tupersede  or  suspend  the  exercise  of  the  reserved  powers  of  a  state,  even  where  that 
may  be  done,  unless,  and  except  so  far  as,  its  purpose  to  do  so  is  clearly  manifested.* 
This  being  true  of  an  Act  of  Congress,  it  is  obvious  that  an  order  of  a  subordinate 
afmcy,  such  as  the  Commission,  should  not  be  given  precedence  over  a  state  rate 
statute  otherwise  valid,  unless,  and  except  so  far  as,  it  conforms  to  a  high  standard 
of  certainty. 

Intention  op  Congress  and  Future  Adjustments 

Careful  study  of  the  reports  of  congressional  committees  as 
the  evils  for  which  Congress  sought  a  remedy  by  the  enactment  of 
the  Act  to  Regulate  Commerce  convinces  me  that  there  was  no  in- 
tention on  the  part  of  Congress  to  delegate  to  the  Interstate  Com- 
merce Commission  the  power  to  set  aside  state  legislation  or  the 
lawful  acts  of  the  administrative  tribunals  established  by  the  several 
states. 

^  The  Illinois  Passenger  Fare  Cases  decided  January  14, 1918. 
•  Italics  mine.    lUid  ▼.  Colorado,  187  U.  S.  137 ;  Savage  v.  Jones,  225  U.  8.  601 ; 
▼.  Chkoifo,  188  U.  S.  410;  M.  K.  &  T.  Ry.  v.  Harris,  234  U.  S.  412. 
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Id  order  to  eeUblish  the  jurtudiction  of  the  Intenrtate  Conmeree 

i-Mion  in  the  Shreyepoft  Cam  under  the  rula  of  eoBftmetioQ 

.l)ovc,  thv  (  oiiuuknon  and  the  Court  were  eompellad  to  eay 

t  that  the  provuto*  in  section  1  of  the  Act  to  Regulate  Com- 

f  al  dimuHwal  of  any  taltiilum  lo  nffuUtU  Iks 

tranaportation  between  pobta  in  the  aame 

o  but  Congr  rthelees  did  intend  to  regulaU  pariiaUy  such 

*    '  '     >  produce  unjuat  diacrimination 

IS  forbidden  by  aection  3  of  thia 

fair  to  say  that  this  construction  of  the  act  ia  eo 

int  to  judicial  legislation  aimed  at  an  evil  not 

I  ingress  when  the  Act  was  passed. 

•  11  to  reeogniae  tbeee  facta  although  no  substantial 

:  '  V  dwelling  upon  them  as  an  iasue  of  present 

>n8  in  the  Ex^Vreas  and  Pswenger  Rate 

>c  ui  the  puweni  and  duties  of  the  Interstate  Com- 

nn  in  Shreveport  oasea  will  be  simplified  and  factli- 

d.     Un*:  rules  some  phases  of  the  final  Shreveport  de- 

.  ciflion  will  have  lo  be  better  supported  by  evidence  or  the  deciaton 

I  must  fall  if  attacked  in  the  courts. 

This  better  definition  of  the  principles  governing  such  cases 
o  eliminate  friction  between  the  state  and  federal  govem- 
i  1  haa  been  increasing  ainee  the  Shreveport  decisions. 
I  t>elieve  that  complete  harmony  in  the  regulation  of  inconsis- 
,  lent  state  and  interstate  rates  in  Shreveport  cases  can  be  accom- 
'  pfished  by  proper  legislation  which  will  permit  joint  hmring  and 
rmination  of  such  caum»  hy  ike  repmtenkUives  of  the  state  and  fed- 
rrnment  opetoHny  imdsr  wnfmrm  w&U  defined  UgietaHee  rules 
y  designed  to  gemmeuekproeeedinge. 
tM>mething  along  this  line  has  been  recommended  by  the  In- 
I  leretate  Commerce  Commianon  and  it  is  to  be  hoped  that  this 
I  vextng  question  will  soon  be  aatkfaetorily  settled  by  sueh  appropri- 
late  legislation. 

*  **  Prmided,  Aowmt,  that  the  prorisioM  of  thb  Ad  (to  Regukta  ComiMr«s) 
'rfmllnranpply  to  the  traniporUtioB  of  pMMBgan or  property    ....    wholly 
vto  and  not  ahippod  to  or  fron  a  foreign  oountiy  froai  or  to  any 
tory  M  aforesaid." 


NECESSITY  FOR  EXCLUSIVE  FEDERAL  CONTROL  OVKi: 
STATE  AND  INTERSTATE  RATES 

By  Edgar  J.  Rich 

On  the  28th  day  of  December,  1917,  the  President  took  ov. 
the  railroads  of  the  United  States  and  assumed  control  of  all  their 
functions,  including  the  regulation  of  rates.  The  railroads  are  now 
being  operated  as  a  national  system,  and  the  state  commissions  are 
retained  merely  in  an  advisory  capacity,  to  perform  local  functioi 
to  such  an  extent  as  the  Director  General  may  determine.  At  hear- 
ings held  before  committees  of  Congress  during  the  month  of  Janu- 
ary, 1918,  representatives  of  the  President  urged  that  no  legislation 
be  enacted  which  should  in  any  degree  hamper  the  operation  of 
these  railroads  as  a  national  transportation  system;  that  control 
over  revenue  was  essential  in  order  to  maintain  the  •eflficiency  of 
service.  The  war  has  thus  emphasized  the  essentially  national 
character  of  railroad  transportation.  The  highest  efficiency  is  neces- 
sary for  a  successful  mobihzation  of  the  national  resources  of  tl 
country,  and  to  that  end  the  supreme  control  over  transportation 
has  been  placed  in  the  hands  of  one  supreme  authority.  State  lines 
have  been  eliminated  in  transportation  to  the  same  extent  that  they 
have  been  eliminated  in  every  other  line  of  the  war's  activities. 
War  is  exclusively  the  nation's  business,  and  all  the  engines  of  war- 
fare, of  which  the  railroads  are  the  greatest,  must  be  under  the 
exclusive  power  of  the  Commander-in-Chief. 

To  what  extent  do  the  same  principles  of  exclusive  control  apply 
in  times  of  peace?  We  must  begin  now  to  perfect  a  system  of  regu- 
lation which  shall  best  be  adapted  to  the  nation's  needs  when  these 
railroad  systems  are  turned  back  to  their  owners  after  the  war  has 
ended.  It  is  inconceivable  that  an  instrumentahty  whose  essen- 
tially national  character  has  been  demonstrated  during  the  stress 
of  a  titanic  conflict  should  again  become  subject,  to  the  same  extent 
as  heretofore,  to  the  conflicting  and  selfish  control  of  local  political 
authorities.  But  as  the  problem  is  after  all  essentially  a  peace  prob- 
lem, its  solution  must  be  attempted  with  reference  to  the  normal 
conditions  of  commercial  intercourse  in  times  of  peace.    The  aspect 
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;  problem  to  whioh  this  MrUde  is  direeied  is  wheChor  the  Merml 
•  rtiinent  should  regulate  all  railroad  rates  both  fCAt«  and  inier> 

ite. 

Local  Contsol  ovib  Looal  Afpaibs  n  EmmwruL 

It  la  elear  that  CoiigTMS  eannot  SKeraiae  power  orar  intnatsU 

'ion  unless,  in  order  to  set  intentate  oommarea  free,  it  is 

•  <^«^me  such  power.    The  eonstitutionaltty  of  tta  exer- 

•<3n  whether  such  sweeping  authority  is  neeessary  la 

'  orruption  to  interstate  oommeroe. 
.....ut  regulate  oommeroe  whioh  ia  atrietly  looal  and 
!Tect  upon  oommeroe  between  the  states  under  the 
of  its  plenary  power  over  interstate  commerce. 

...at  the  great  preponderance  of  railroad  traiBe 

aoeacs  state  lines  is  no  justification  for  the  assumption  of  control 
latively  small  amount  of  traffic  which  movea  between 
.,  ..  ...iia  the  state,  unless  there  is  some  interferenoe  with  inter- 
to  traffic  by  reason  of  the  exercise  of  state  authority  over  thia 
AUte  traffic    It  may  be  illogical  and  embarrassing  for  railroads  to 
HiiKtuit  to  the  vexatious  regulations  of  many  jurisdictions;  it  may 
^-ontrary  to  sound  principles  of  organisation  to  be  compelled  to 
uke  their  affairs  before  several  tribunals  when  one  tribunal  could 
fully  exercise  all  the  authority  necessary  to  protect  the  public  inter- 
^.    But  our  form  of  government  is  not  based  upon  the  theory  of 
iency ;  it  is  based  upon  the  theory  of  democracy,  and  local  eon- 
1  over  purely  local  matters  is  the  very  oomer  stone  of  democracy. 
s  with  full  appreciation  of  the  wisdom  of  retaining  local  control 
over  purely  local  affairs  that  the  writer  approaches  the  subject  of 
exclusive  federal  control  over  railroad  rates. 

National  Control  over  National  Affadui  n  Essbntial 

Under  our  American  form  of  government  it  is  recognised  that 

certain  functions  of  government,  the  exercise  of  which  affects  the 

'  ion  as  a  whole,  must  be  exercised  by  an  authority  whidi  repre- 

tji  all  the  people.    The  powers  delegated  to  Congress  by  the 

ral  states  are  therefore  the  powers  which  are  national  in  their 

Mope.    In  granting  these  powers  to  the  national  government,  a 

state  surrendered  certain  eontrol  over  affairs  within  the  limits  of  its 

boundary.    Eadi  state,  however,  gained  more  than  an  equhralent 
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in  the  freedom  from  annoyance  through  a  like  surrender  of  power 
on  the  part  of  every  other  state.^ 

Each  state  surrendered  to  the  federal  government  the  contnjl 
over  those  things  which  affected  interstate  commerce;  it  did  not     :- 
render  control  over  those  activities  which  did  not  affect  inter 
commerce.     Therefore  the  constitutionality  of  an  assumption  ( 
exclusive  control  of  all  rates  depends  upon  the  answers  to  the  rr* 
tions,  (1)  does  the  exercise  of  the  authority  of  the  state  over  i; 
state  rates  affect,  or  threaten  to  affect,  interstate  commerce,  and  ii 
18  the  complete  control  over  all  intrastate  rates  by  federal  authority 
neccooary  in  order  that  an  effective  method  may  be  established  for 
the  elimination  of  state  interference  with  interstate  commerce. 

How  Local  CJontrol  over  Intrastate  Rates  Affects  Inter- 
state Traffic 

The  effect  of  intrastate  rates  upon  the  movements  of  in  tor- 
state  commerce  is  shown  by  adjudicated  cases  too  numerous  even 
to  cite.    A  reference  to  the  more  important  of  these  cases  will  clearl 
indicate  how  the  movements  of  traffic  in  interstate  commerce  ai 
directly  influenced  by  adjustments  of  state  rates. 

For  more  than  fifteen  years  the  shippers  of  Memphis,  Tenn 
have  complained  that  traffic  to  and  from  points  in  Arkansas,  which 
is  naturally  tributary  to  Memphis,  has  been  diverted  to  Little  Kock 
and  Pine  Bluff,  Arkansas,  by  reason  of  a  low  scale  of  rates  put  into 
effect  by  the  Arkansas  Commission.  In  1905  the  Interstate  Com- 
merce Commission  found  that  in  the  case  of  many  articles  the  dis- 
parities in  rates  are  greater  than  the  profits  ordinarily  made  i' 
jobbers.* 

Again  in  1915  the  Interstate  Commerce  Commission  made  a 
thorough  investigation  of  the  effect  of  the  state  rates  in  Arkansas 
upon  traffic  between  Arkansas  points  and  Memphis,  and  in  its  find- 
ings states: 

It  is  undisputed  that  complainants  at  Memphis  are  actually  competing  with 
the  shippers  located  at  Arkansas  points,  and  that  in  many  instances  the  Memphis 

*See  nutftcriy  address  by  Alfred  P.  Thom  before  the  State  Bar  Associatioo 
of  Tmneaee,  June  25,  1915,  entitled  "A  Right  of  the  States." 

*  In  the  matter  of  Freight  Rates  between  Memphis  and  points  in  ArkaosM 
11  L  C.  C.  180  (1906). 
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6mkr  haa  been  driven  horn  ArkaMM  nwlMta  by  Um  mmptUHkm  dl  Um  mar- 
fllMnte  and  ahippen  oT  tbei  eUte.  The  ll«npliia  ibippvt  bii^  «vliidad  fr«M 
Af  kanaaa  on  aeeount  of  tbeee  alale-nade  imtei,  ArkansM  rfiippwe  and 

riduly  preleired,  while  the  Arkaneaa  '"Mwrnntr  b  eui  off  (torn  IIh 

phki  market,' 

It  seems  hAitlly  neceaHtry  to  refer  to  "The  Minneeota  RaU 

Pp.  "*    There  are  faetB  set  forth  in  the  opinion  in  that  caae  which 
of  striking  significance.    Ttic  Htntc^-made  mtes  to  the  border 
>  wrn*  mutrriiiUy  lower  tluin  tho  interstate  rates  to  the  cities 
over  Uic*  Htate  line.     Tho  Circuit  Court  found  that  if  diserimina- 
1  >:.  urn  fo  be  prevented,  the  reduction  of  the  state  rates  to  Moor- 
rini«i.  Miriii.,  on  the  Northern  Pacific  liailroad,  would  necessitate 
the  rv<luction  in  rates  on  that  railroad  to  Fargo  in  North  Dakota, 
over  tho  line,  which  in  turn  would  necessitate  reductioDa  to 
r  points  in  Dakota,  which  in  turn  would  in  the  same  way  affeet 
^  in  Montana,  and  so  on  to  the  Pacific  Coast.    And  yet  the 
nesota  intrastate  traffic  on  the  Northern  Pacific,  in  the  year 
r  investigation  (1906)  was  only  2.67  per  cent  of  its  entire 
lit  business,  and  only  5.79  per  cent  of  its  entire  passenger 
(lessl* 

In  1912-  Hi  tln'  lii!rr-tat«'  <  "imii.-n'i-  (*nmiiii--iMii  in.-i.!.-  ,1  iii..st 

Exhaustive  invctjtigatiun  ui  r\inv>s  rales  aiiti  r.stui'ii"!i"i   ^ii'      <>- 

<1  uniform  lone  and  block  system  for  all  inters*  1'       \i  -  <.s 

(^ments  in  the  United  States.     After  it  had  been  put  into  effect 

!<ame  system  was  submitted  to  the  commissions  of  all  the 

^  and  forty  states  adopted  the  same  system  and  basis  of 

it«-s$.    South  Dakota  was  one  of  the  states  which  did  not  adopt 

^nit  instead  put  into  effect  rates  which  were  40  per  cent  lower 

a  tho8c  appn)vi\i  by  the  federal  tribunal  and  by  most  of  the 

Itate  commissions.*    This  resulted  in  a  complaint  by  commercial 

interpsts  of  Sioux  City,  Iowa,  before  the  Interstate  Commeree  Com- 

joisBion,  in  which  it  was  alleged  that  Siouic  City  was  at  a  distiiiet 

lisad^^antage  in  the  markets  of  South  Dakota  in  competition  with 

hfb  jobbing  towns  of  that  state. 

'  frmpkis  V.  C.  R,  I.  tfr  P.  Ry.,  29  1.  C.  C.  256,  263  (l»16). 

.  Padfie  itMliray  Co..  1S4  Fed.  765,  776  (1911). 
*  o.  V.  CoWiwW.  244  U.  8.  617  (1917). 
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The  CommiaBion  found  that: 

Than  diffeiences  in  rates  place  a  burden  on  intcretatc  shippers  and  give  a 
eorrasponding  advantage  to  intrastate  Bhippers,  thus  accomplishing  an  inevitable 
i«ttri«tk>n  of  shipments  in  interstate  oommeroe  or  shrinkage  of  profits.^ 

It  is  immaterial  what  the  motive  may  be  for  imposing  scluu- 
ulee  of  state  rates  lower  than  rates  for  transportation  across  state 
lines  under  similar  circumstances  and  conditions.  If  such  an  ad- 
justment of  rates  does  in  fact  directly  affect  interstate  commerce, 
the  action  of  the  state  authorities  is  an  interference  with  commerce 
which  the  constitution  declares  shall  be  subject  to  federal  regula- 
tion. But  it  is  not  without  interest  to  note  the  frankly  avowed 
motives  of  the  Texas  Railroad  Commission  to  adjust  rates  in  such  a 
way  as  to  check  traffic  movements  from  other  states  in  order  to 
build  up  distributing  centers  and  manufacturing  plants  within  that 
state.  In  the  celebrated  Shreveport  case*  the  Interstate  Com- 
merce Commission  said : 

There  appears  to  be  little  question  as  to  the  policy  of  the  Texas  CommissioD 
It  is  frankly  one  of  protection  to  its  own  industries  and  communities. 

It  then  proceeds  to  quote  from  reports  of  the  Texas  Commi»- 
sion  in  which  a  definite  protective  policy  is  declared  as  the  under- 
lying principle  in  making  its  rate  adjustments.  This  is  set  fort* 
and  summarized  in  one  sentence  by  the  Texas  Commission, 

To  Texas  as  a  whole  it  is  of  the  most  vital  concern  that  there  should  be  within 
her  limits  at  proper  places  jobbing  and  manufacturing  establishments.* 

And  how  does  the  Texas  Commission  go  about  this  self-imposed 
duty  of  fostering  home  industry  by  rate  adjustments?  Shreve- 
port, in  Louisiana,  has  been  supplying  the  markets  in  eastern  Texas. 
It  must  be  shut  out.  Therefore  rates  must  be  made  so  low  from 
distributing  and  manufacturing  centers  in  Texas  that  the  country 
stores  and  the  consumers  will  be  compelled  to  trade  in  the  home 
markets.  Generally  speaking  the  Texas  rates  are  about  half  what 
the  rates  are  from  Shreveport  to  points  in  Texas  for  the  same  dis- 
tances— and  the  Interstate  Commerce  Commission  finds  that  the 
circumstances  and  conditions  for  interstate  and  state  trafTic  are 

»  TraJBlie  Burtau  of  Sioux  City  v.  American  Express  Co.,  39 1.  C.  C.  703  (19161 

•  Railroad  Commissum  of  La,  v.  St.  Louis  Southwestern  Ry.  Co.,  23  I.  C 
81.  36  (1912). 

•  Ibid.  p.  35. 
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nlwtantially  similar.  For  example,  if  a  farmer  in  Manhall, 
iranU  to  htiy  a  wagon  he  finds  that  he  can  aend  to  Dallaa,  147  milet 
iway  Hful  pay  a  freight  rate  of  36^  eenta  per  huodred  poondi, 
Mfhi'raaa  if  he  buys  in  Shreveport,  which  is  only  42  milee  away,  be 
must  pay  56  centa  per  hundred  pounds.  Or  a  man  at  Longriew, 
TtBxas,  can  buy  his  furniture  at  Dallaa,  124  miles  from  home,  and 
pay  a  rate  of  24.8  oenta  per  hundred  pounds,  whereaa  if  he  buys  in 
veport,  65  miles  from  home,  he  must  pay  35  cents  par  hundred 
h.**    iSuch  a  rate  adjustment  certainly  is  as  elTaetiTe  as  a 

0  tariff;  it  directly  interferes  with  the  movement  of  timde 
un  u^ii  preferential  adjustment  of  transportation  charges. 

riit*fle  cases  which  have  been  cited  are  merely  illustratiro  of  a 

tion  which  exists,  to  a  greater  or  less  extent,  in  almost  every 

•  m  of  the  country.    Since  the  Shreveport  case  was  decided  in 

more  than  one  hundred  complaints  have  been  filed  with  the 

.state  Commerce  Commission  in  which  it  is  alleged  that  state- 

nado  rates  discriminate  against  interstate  rates.    Each  state  which 

Ucures  a  selfish  adTantage  for  its  industries  through  the  fixing  of 

rates  simply  spurs  on  its  neighbor  to  seek  to  coniierve  its  trade 

'     nn.    Louisiana  bitterly  complained  about  the  selfish 

v2ks,  but  it  in  its  turn  established  a  basis  of  rates  which 

<^  to  compel  its  cititens  to  trade  in  Louisiana  to  the  disad- 

aotage  of  industry  in  Mississippi.    Each  state  seeks  to  outdo  its 

wJghhnr  in  rp«tricting  interstate  trade. 

-0  illustrations  show  that  the  authority  of  the  state  over 

(urafiiate  rates  directly  affects  interstate  oommeree.    The  menaee 

^  growing  more  serious  each  year,  and  unless  effeotively  cheeked 

11  result  in  serious  interference  with  the  right  which  the  dtisens 

to  have  under  the  constitution  to  trade  freely  with  the 

ory  other  state.    This  is  not  a  mere  technical  right — it 

'  which  lies  at  the  basis  of  commercial  prosperity. 

I      >^     no  (I rifting  back  to  the  intolerable  conditions  which  pre- 

laileti  uii.l<  1  ilx  Confederation,  when  New  York  imposed  duties  on 

airy  and  farm  products  coming  from  New  Jersey  and  on  firewood 

"  ''  *     I  Connecticut  imposed  duties  on  articles 

-ett^;  when  Masnefausetts  exacted  export 

1  calf  skins  and  other  commodities,  and  when  almost  every 

'  *  '  'iide  the  products  of  every  other  state  which 
„  liy,  Co.  ▼.  U.  8.,  2S4  U.  8.  342  (1«M). 


ttO  The  Ankal6  of  thb  Ambrican  Acadbmt 

came  in  competition  with  its  own  products,  or  to  retain  its  own 
peculiarly  prized  products  at  home.  The  principal  reason  for  the 
adoption  of  the  Constitution,  as  every  reader  of  history  knows,  was 
to  give  to  all  the  people  equal  commercial  opportunities,  but  today 
the  railroad  rate-making  policy  of  many  of  the  states  is  seriously 
infringing  on  those  opportunities. 

Does  a  Remedy  Exist  in  the  Power  of  the  Interstate  Com- 
merce Commission  to  Remove  Discrimination? 

But  it  LB  urged  that  an  ample  remedy  exists,  and  that  it  i 
beyond  the  necessities  of  the  case,  and  perhaps  beyond  the  < 
tutional  power  of  Congress,  to  vest  in  a  federal  tribunal  all  power 
over  all  rates,  both  state  and  interstate.     The  Shreveport  case"  is 
cited  as  authority  for  this.     In  that  case  the  Interstate  Conunerce 
Commission  found  that  the  Texas-made  rates  were  unduly  prej- 
udicial to  points  in  Louisiana;   that  the  interstate  rates  were  rea- 
sonable.    But  the  Commission  had  before  it  the  problem  of  remov- 
ing the  discrimination.     What  it  said  about  the  reasonableness  of 
the  interstate  rates  was  largely  in  the  nature  of  dicta.     The  Com- 
mission clearly  indicated  that  the  discrimination  could  properly  be 
removed  by  the  railroads  by  increasing  the  state  rates  to  the  basis 
of  the  interstate  rates.     The  order  of  the  Commission,  which  was 
before  the  Court,  however,  simply  ordered  the  discrimination  re- 
moved, and  obviously  a  discrimination  may  be  removed  by  reducing 
the  higher  rate  (in  this  case  the  interstate  rate)  to  the  level  of  <' 
lower  rate,  as  well  as  by  raising  the  lower  rate  to  the  basis  of  i 
higher  rate.     The  essential  part  of  the  order  is  as  follows: 

It  is  further  ordered.  That  the  defendant  ....  cease  and  desist 
.  .  .  .  from  exacting  any  higher  rates  for  the  transportation  of  any  article 
from  Shreveport,  La.,  to  Dallas,  Tex.  ....  than  are  oontemporanooualy 
exacted  for  the  transportation  of  such  articles  from  Dallas,  Tex.,  towards  said 
Shreveport  for  an  equal  distance,  as  said  relation  of  rates  has  been  found  by  tbc 
Comminion  in  said  report  to  be  reasonable. 

The  carrier  is  left  free  to  comply  with  the  order  in  any  one  o. 
three  ways:  (1)  by  raising  the  lower  rates  to  the  basis  of  the  higher 
rates;  (2)  by  lowering  the  higher  rates  to  the  basis  of  the  lower 
rates;  or  (3)  by  raising  one  and  reducing  the  other  to  a  common 
level.     The  carrier  can  therefore  comply  with  the  order  of  the  fed- 

"  BmuUm  <fc  Texaa  Ry,  v.  United  Stales,  234  U.  S.  342  (1914). 
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(JommiflnoD,  and  at  the  same  time  comply  with  the  order  ci 

'■'*'^  commMon  by  reduetng  its  inteieUte  ratee  to  the  beak  oC 

rati  li.    And  in  this  way  the  state  baa  forced  a  baMa  of  ratea 

1  interatate  oommeroe  which  ia  lower  than  the  federal  tribunal 

'•u\  to  be  a  reaaonable  baaia.    If  the  carrier  ehooaaa,  however, 

the  higher  baaia  on  all  traffic  it  at  onoe  becomea  aubject  to 

r  I  terminable  litigation  auoh  aa  haa  grown  out  of  thia  Shroveport 

This  particular  caae  haa  been  in  the  oourta  for  yean  and  no 

I  ia  in  eight.    The  diacrimination  haa  exiated  for  more  than 

;wenty  years. 

Tho  Supreme  Court  in  thia  oaae  lays  down  the  principle  that 

«rh(*ii  the  Comnuaiuun  findtf  that  a  discriniinatioii  exi^lH  between 

iiterstate  and  the  intrastate  rates  and  that  the  interstate  rates 

' fusonably  high  the  carrier  wtay  remove  the  discrimina- 

:uung  tho  intrastate  rates.    It  is  not  compeUed  to  re- 

Kit  in  that  way.    There  are  very  practical  reasons  why  a 
d  would   prefer  to  follow  the  easier  course  of  removing 
tcriuiination  by  reducing  the  interstate  rates.    The  states 
almost  unlimited  powers  over  the  corporations  which  receive 
'U  charters  from  the  states.     Elxcept  in  a  comparatively  few 
p^M  the  charters  are  subject  to  amendment  and  repeal.     By 
.onizing  the  state  authorities  the  railroad  places  itself  in 
iicult  and   almost  impossible  position.    There  may  not  be 
us  danger  of  the  repeal  of  a  charter,  but  there  is  menace 
U  amendment.    Moreover   if  the  railroad  desires  an  extension 
''  T>ower8  it   is  seriously  embarrassed   by   its  disregard  of  the 
Inws.     A  striking  instance  of  this  is  afforded  by  a  conflict 
rity  which  arose  in  the  state  of  New  Hampshire."     In 
v..  ^,u   legislature  passed  an  act  authorising  the  consolidation 
^f  railroads  provided  rates  should  not  be  raised  on  the  Unea 
bus  consoUdated.    The   Boston  and  Maine  Railroad  raised  its 
stes.    The  state  court  held  that  the  statute  applied  to  inters 
tate  rates  as  well  as  to  state  rates,  and  injunction  proceedings  were 
ri  in  1907.    The  railroad  asked  the  legislature  to  repeal  the 
ae.     For  ten  years  there  was  litigation  before  the  courta, 
liefore  the  Public  Ser\'ice  Comnuasion,  and  appeala  to  tfie 
Uure,  and  it  was  not  until  1917  that  the  statute  was  amended,  and 


■*  Stt  rvixirts  of  New  Hsmpshiw  Public  Servios  rnminisBon  bsiinning  witb 
I  ai)ll)todst«. 
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then  only  to  the  extent  of  giving  to  the  Public  Service  Commission 
the  same  power  over  rates  that  the  legislature  had  claimed.  In 
other  words  the  judgment  of  an  expert  tribunal  has  been  substi- 
tuted for  the  inflexible  barrier  of  statutory  restriction.  But  the 
state  has  not  relinquished  its  claim  to  control  interstate  rates.  It 
would  not  be  asserted  that  the  state  could  fix  interstate  rates  aji^ainst 
the  protest  of  the  railroad  nor  that  it  could  compel  a  reduction  in 
interstate  rates,  nor  restrain  the  railroad  if  it  should  file  a  schedule 
of  such  rates  which  did  not  meet  the  approval  of  the  state  com- 
Diission. 

But  the  assertion  is  made  that  the  railroad  can  comply  with  U.. 
state  statute  by  refraining  from  filing  all  such  schedules.  In  1913 
the  Interstate  Commerce  Commission  investigated  the  subject  of 
rates  on  the  Boston  &  Maine  Railroad  and  found  that  an  increase 
in  rates  was  necessary.  But  the  control  which  the  state  of  New 
Hampshire  claimed  to  have  over  interstate  rates  prevented  any 
effective  adjustment  of  rates  without  the  consent  of  that  state.  As 
prompt  action  was  necessary  the  Interstate  Commerce  Commission, 
through  Commissioner  C.  A.  Prouty,  and  the  State  Commission? 
of  Maine,  Vermont  and  Massachusetts,  as  well  as  of  New  Hamp- 
shire, through  which  states  the  Boston  &  Maine  Kailroad  runs, 
agreed  that  the  rate  adjustment  should  be  worked  out  by  the  Public 
Service  Commission  of  New  Hampshire.   ' 

In  the  report  of  the  Conference  of  State  Commissions,  pre- 
sided over  by  Commissioner  Prouty,  the  following  significant  st;' 
ment  occurs: 

The  commission  of  New  Hampshire  under  the  peculiar  circumstances  obt:ii 
ing  in  that  state,  must  approve  rates  before  they  can  be  established. 

When  the  Boston  &.  Maine  leased  the  roads  located  in  New  Hampshire  i..^ 
legi«Uture'  of  that  state  provided  that  the  leases  should  be  upon  condition  that 
no  advance  in  rates,  either  state  or  interstate,  should  ever  be  mrule.    Sub»- 
quently  advances  were  in  fact  made  and  proceedings  were  l)egun  atlarkinp  these 
advances.    The  Supreme  Court  of  New  Hampshire  held  that  the  ohlig  t 
to  advance  rates  was  binding  upon  the  Boston  &,  Maine  even  as  to  its  i 
charges.    Assuming  that  this  decision  is  wrong  as  to  interstate  rates,  anH 
Boiton  A  Maine  might,  notwithstanding  the  condition  upon  which  the 
were  taken,  advance  its  interstate  transportation  charges,  still  it  is  evident  that 
lo  do  to  might  avoid  the  leases  themselves  and  therefore  disrupt  the  p.    '  "^  ^^ 
Maine  system.    As  a  practical  matter,  therefore,  the  condition  is  ol 
The  legielatiire  of  New  Hampshire,  recognizing  that  possibly  in  justice  to 
company  its  transportation  charges  should  be  increased,  has  provided  that 
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o  of  thftt  aUto  OMj  piraH  Miok  advmBMi,  bui  IbAl  a 
m  rnn.Ir  iiiiti!  t!ioy  h»v«  bMQ  affiiiiuUlv«ly  ■uwrtiood  by  UuU  body. 

'  lierefurv,  that  the  Botton  Sk  Maine  can  advmnee  no  r»l€i, 
.  ..^te,  which  Apply  withia  the  limits  of  thm  tteto  ot  N#v 
o  Approval  of  U»  nmiiiniMinii  td  thai  ■Ul«.» 

Tliis  lituation  illustrateB  not  merely  the  extant  to  whkh  a  state 

t  railroad  in  the  adjustment  of  iU  rates,  hut    '  • 

•  (ieral  authoritiee,  when,  as  a  practical  iDatt4  r. 

lies  nocor<j<nry  to  increase  rates.    There  is  no  doubt  that  the 

lit  has  the  power  to  regulate  the  intcistate  fune- 

liut  hero  is  an  instance  where  the  federal  author- 

tho  practical  necessity  of  deferring  to  the  state 

:)  and  uf  |)onniti'  n  to  establish  the  Standard  of  rea- 

i-88of  all  niti*;;,  ni:  o  establish  the  standard  of  senrioe. 

Vatii.v  Should  Dbtbrminb  thi  Standabd  of  Vatiokal 
Sebvics 

If  the  supreme  authority  over  interstate  rates  thus  finds  itself 

t  missed,  how  can  it  be  expected  that  a  railroad,  which  may 

r  all  its  corporate  rights  from  a  state,  will  feel  free  to  ignore 

niandates  of  the  state  even  though  legally  permitted  to  do  so? 

'  ive  the  foilcral  authority  must 

ut  so  to  adjust  its  rates  as  to 

>nn  to  t)  Inrd  of  reasonableness  as  determined  by  that 

^ .     liuitr  the  law  as  it  exists  today  the  railroad  has  the 

\  e  of  conforming  rates  to  meet  the  ideas  of  reasonableness 

f  the  state  or  of  the  nation.    This  means  that  if  the  nation  estab- 

shes  a  standard  of  rates  to  meet  its  conception  of  the  standard  of 

^mce,  the  railroad  may  ignore  such  standard  and  adapt  its  serv- 

loth  local  and  national,  to  conform  to  the  ideas  of  the  state 

s  from  the  fact  f'  -  no  absolute 

ss  of  rates."    If  i  -uch  an  abeo- 


'  4  N.  H.  P.  8.  C.  Rpta.,  p.  80  i<  Mg.;  abo  1  Mas.  P.  &  C. 

'  That  then  it  no  afaMluta  staDdard  U  tmmmMsnmi  is  noo^akmd  in  ths 

^m  of  th«  Amerietm  Sxjmm  Compmy  v,  CaUwtU,  344  U.  a  017,  when  the 

Miys: 

But  the  finding  that  diacrimfaiatk»  aiiirta  and  that  the  intefsUte  rates  are 
Uaonable  doee  not  neoeaarily  imply  a  finding  thai  the  intwstole  ratee  are  mt- 
Htonahle.  Both  ratee  may  Be  within  the  eopeoCrmnneMwif  aadyeiiaioh>f 
Qinet  diecriminatioQ, " 
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lute  ttandard,  then  unquestionably  the  standard  as  determined  by 
the  national  authorities  would  have  to  prevail  in  all  national  trans- 
portation. If  a  schedule  of  rates  escapes  confiscation — that  is,  if  it 
yields  a  fair  return  upon  the  value  of  the  property — it  cannot  be  set 
aside  by  any  court.  But  such  a  standard  of  rates  may  be  entirely 
inadequate  to  give  to  the  public  a  service  which  the  public  demands 
or  which  the  national  authorities  deem  necessary  for  the  national 
needs.  The  national  authorities  may  deem  it  necessary  that  rail- 
roads should  increase  their  trackage,  enlarge  their  terminals  and 
provide  additional  equipment;  the  state  authorities  may  regard 
the  present  facilities  as  adequate.  The  national  authorities  estab- 
lish rates  which  will  give  to  the  railroads  sufficient  credit  to  enable 
them  to  raise  the  money  for  these  extensions  and  improvements; 
the  state  authorities  refuse  an  increase  in  rates  on  tlic  ground  that 
the  present  rates  yield  a  fair  return  and  that  it  is  not  necessary  to 
increase  facilities,  and  thus  increase  rates.  The  standard  of  rates 
determined  by  the  federal  authorities  is  reasonable  from  the  point  of 
view  of  the  nation;  the  standard  of  rates  determined  by  the  state 
authorities  is  reasonable  from  the  point  of  view  of  the  state.  If 
in  consequence  of  these  two  standards  discrimination  exists  against 
interstate  traffic,,  under  the  law  as  it  stands,  the  railroad  may  adopt 
either  standard.  Such  an  option  ought  not  to  be  given.  It  sho 
not  be  in  the  power  of  the  railroad  which  seeks  to  avoid  the  ill  v.... 
of  the  state  to  deprive  the  nation  of  that  standard  of  transportation 
which  it  desires. 

There  is  a  fundamental  reason  why  two  standards  of  rates,  and 
consequently  two  standards  of  service,  cannot  be  maintained.    If 
the  nation  establishes  one  standard  and  the  state  establishes 
other  standard,  with  rates  adapted  to  meet  the  two  standards,  u. 
state  in  its  transportation  nevertheless  uses  the  facilities  which  are 
employed  in  interstate  transportation.     There  cannot  be  separate 
trains  or  separate  cars  or  separate  roadbeds,  and  if  the  nation  f""- 
tablishes  one  basis  the  state  gains  the  benefit  of  such  standard  wr 
out  contributing  its  fair  share  to  its  maintenance.     The  state  whicii 
is  satisfied  with  a  low  standard  of  service  profits  at  the  expense  of 
other  states  with  higher  standards  of  service,  and  at  the  expense  of 
all  those  who  ship  in  interstate  commerce. 
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iNTeiiirrATE  CoiiincROB  CoiiMissioic  Cam  ImnvnoATB  only  m 
Ratw  OoMFLAmsD  Or 

'Die  iiuidequacy  of  the  remedy,  which  is  direeied  lainply  AfBinsI 

unjust  (li.scrimiiiation,  is  further  illustrated  by  the  UmiUUioDB  under 
h  the  Interstate  Commerce  Commission  acts.    It  can  direct  Its 

"■•'*' :ly  against  the  rates  complained  of.    In  the  South 

(^Ase**  the  complaint  was  directed  to  the  diserimin*- 

nts  from  Sioux  City,  Iowa,  and  the  Express 

.ii.ority  under  order  of  the  Conunission  to  chanfe 

>plical)lc  to  Sioux  City,  althou^  the  same  discrim- 

hroughout  that  territory.    The  effect  of  the  order 

t  city  in  a  preferential  class  and  thus  in  reality  to 

liscrimination.    The  Illinois  Passenger  Case,**  re- 

ird  by  the  Supreme  Court,  aflfords  striking  iDust ration 

■""try  of  the  present  remedy.    A  rate  of  two  cents  a 

i^hed  by  the  Illinois  Lc^lature.    The  interstate 

half  cents  a  mile.    Under  these  rates  the  fare 

..  1^..  IV.  .  ..u->t  St.  Louis,  Illinois,  was  $5.62,  and  to  St  Louis, 

I.  only  nino  miW  farther,  17.50.    The  Conunission  found 

1  and  that  2.4  cents  was  a  reasonable 

•v.i.t  vwKv^vo  ui  ii^iiiic.    The  railroads  attempted  to  put  in 

2 A  cent  rate  throughout  Illinois,  but  the  court  held  that  it 

>  this  only  as  to  those  points  which  had  been  the  subject  of 

<  oiiiplaint. 

^UITBRSTATE    COMMERCE    COMMISSION     MUBT    COMrLT    WITH    TH« 

I  Hequirbiibntb  or  Duv  Procms  of  Law 

Furthermore,  the  investigation  must  be  conducted  in  such  a 
i\»  to  conform  strictly  to  the  constitutional  requirements  of  due 
i^s  of  law;  that  is,  a  public  hearing  must  be  held,  of  which  all 
'  ios  in  interest  must  be  notified,  evidence  must  be  received,  and 
ng  based  on  the  evidence,  and  only  upon  the  evidence  offered 
.V  i>ablic  hearing." 

E\'en  if  the  carrier  had  the  power  to  initiate  a  complaint  before 
the  Interstate  Commerce  Commission,  based  upon  alleged  ^b- 

^AmmieanBxpnn  Co,  ▼.  CaldwtU  {tuptai, 

"•mntria  Central  RaOroad  v.  PuUie  UUHiim  Cmmwmmim  (Jui.  14.  1018). 

*>lnttnlaU  Cemmmtt  Commiuion  t.  LoyimOk  ami  NatktQU  RmSroai,  237 

>.  88  (1013). 
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cnxmnatory  state-made  rates,  it  would  be  compelled  to  to^  out  that 
iasue  under  the  forms  of  judicial  procedure,  involving  indetermin- 
able delay,  because  of  the  necessity  of  a  judicial  determination  I 
the  Commission.    If  the  Commission  had  the  exclusive  power  over 
all  rates,  the  carrier  could  adjust  its  tariffs  so  as  to  remove  the  dis- 
criminations, and  the  rates  would  become  effective  after  the  Coi 
mission  had  given  its  approval.     There  would  be  no  necessity  for  a 
judicial  trial.    Before  the  amendment  of  August  9,  1017,  the  ratc^ 
would  become  effective,  unless  suspended  by  the  Commissi< 
under  that  amendment  they  become  effective  "after  appro\ai 
thereof  has  been  secured  from  the  Commission."    In  other  words, 
the  Commission  acts  in  a  strictly  administrative  manner,  issuing  no 
order  and  making  no  judicial  determination,  but  exercising  its  judg- 
ment as  an  expert  body  especially  charged  with  the  protection  of 
the  public  interests. 

Rates  Inextricably  Interwoven 

An  important  practical  reason  why  there  should  be  a  single 
control  over  rates  is  because  rate  structures  are  the  most  deli 
adjusted  mechanism.     A  change  in  a  single  rate  may  compel  cl; 
in  thousands  of  rates  in  order  to  meet  competitive  conditions  or  U> 
prevent  discrimination.     What  has  been  said  about  the  effect  of 
state-made  rates  in  Minnesota  illustrates  this.     A  most  striking 
instance  of  the  effect  of  the  change  in  a  single  rate  upon  many  rates 
is  afforded  by  a  case  recently  heard  before  the  Public  Service  Com- 
mission of  Pennsylvania.^    This  case  has  not  yet  been  decided  but 
the  facts  are  taken  from  the  testimony  submitted.    A  complaint  was 
filed  attacking  the  rate  on  coal  from  Pittsburgh  to  Philadelphia. 
There  are  in  Pennsylvania,  West  Virginia,  Ohio  and  Indiana,  nu- 
merous districts  producing  coal  which  is  sold  by  the  operators 
competition  with  each  other.     Coal  may  move  from  the  same  dis- 
trict over  competing  railroads.    The  marketing  and  transportation  of 
coal  therefore  are  highly  competitive.    A  reduction  of  15  cents  a  t  < 
from  Pittsburgh  to  Philadelphia  was  asked  by  the  conipl.-iii 
It  appeared  in  testimony  that  such  a  reduction  in  this  rate 
compel  reductions  from  practically  all  coal  districts  in  the  stai 
mentioned  on  account  of  the  exceedingly  intricate  competitive 
situation,  and  that  the  railroads  would  lose  a  revenue  of  ten  million 

•  PiUdnirgh  Coal  Operalon  v.  Pernio.  R.  R.  Co. 
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ira  a  year  if  this  slif^ht  reduelion  weve  made  in  a  nit« 
wu  intnuitate  pointn. 


Ratbs  Mubt  bs  Amustso  with  Hefbbbmcb  to  TBI  Stamdaeo  or 

SSBVICB 

Ri«fore  the  wmr  the  shipping  public  came  to  a  raaliiatioo  that 
ortant  thing  about  transportation  waa  adequate 
roada  contended  that  they  could  not  give  the  kind  of 
U  the  pubKo  demanded  upon  the  baaia  of  rates  pennitted  by 
ritiee;  that  they  were  forced  to  eeonomise  in  order  to 
in,.. ties  and  have  some  return  for  their  sloddioldMa;  that 
linnent  of  their  earning  power  affected  their  ability  to  raiie 
or  improving  their  facilities.    Today,  in  time  of  war,  there 

..  >  one  demand^ — and  that  is  to  transport  freight  and  paasenpBia 

>  promptness.    Shippers  even  are  begging  the  public  author- 
to  grant  increases  in  rates  so  that  the  railroads  may  properly 

orm  their  functions.    To  what  extent  the  failure  of  the  rail- 

>  IS  due  to  subjection  to  many  masters  it  is  not  neeessary  to 

But  the  one  thing  which  stands  out  dearly  is  that  trana- 

'^  a  national  necessity  and  that  there  can  be  no  different 

services  terminating  at  state  lines.    Federal  authority 

the  standard,  not  only  to  meet  the  demands  of  na- 

in  time  of  peace,  but  in  its  supreme  respooaibiiity 

luip  the  nation  in  time  of  war. 

I        if  t  visibility  of  determining  the  standard  of  transporta- 

*''^n  is  iicti.uiicM,  then  the  power  to  regulate  the  revenues  which  are 

only  means  of  dfeeting  the  standard  must  be  national.    Aa 

^  employed  in  intrastate  transportation  cannot  be  aeparated 

facilities  employed  in  interstate  transportation,  the  burden 

raining  the  one  must  be  the  same  as  the  burden  of  main* 

the  other,  and  the  burden  and  the  incidence  of  the  burden 

....^.  .^  determined  by  the  supreme  authority. 

I        The  rate  question  is  usually  discussed  by  the  public  authorities 

thing  to  be  determined  by  reference  to  about  everything  exeept 

t  to  which  it  is  most  related;  namely,  service.    There  are  la- 

«h1  diaouBsiona  as  to  whether  a  schedule  of  rates  will  yield  a  oer- 

-^  cent  upon  an  engineer's  estimate  of  what  it  will  oost  to  re- 

V  the  property.    That  is  something  which  ooneems  merely 

the  protection  of  the  private  rights  of  the  owners  of  the  propeHy — 
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it  do«0  not  help  in  the  elightest  to  protect  the  public  in  its  ri^ht  to 
an  adequate  service.  There  are  elaborate  computations  which 
purport  to  give  the  cost  of  particular  kinds  of  service.  Such  coi 
putations,  made  upon  hypotheses  which  reflect  merely  the  account- 
ant's guesses  or  economic  theories,  are  valueless  in  determining  an 
adequate  rate,  liates  in  one  section  of  the  country  are  compared 
with  rates  in  another  section,  but  no  thought  is  given  to  the  kind  of 
aervice  required  in  the  difTerent  sections. 

The  result  is  that  many  tribunals  acting  upon  as  many  theories 
of  rate  making  determine  standards  of  rates  which  tend  to  produce 
aa  many  standards  of  service — not  consciously,  for  rarely  do  they 
give  any  consideration  to  the  supreme  transportation  function  of 
service,  but  as  a  necessary  result  of  fixing  revenues  to  meet  the 
theoretical  ideas  of  what  are,  per  se,  reasonable  rates. 

To  Summarize:  Service  is  national.  The  standard  of  service 
must  be  determined  by  the  national  authority.  That  standard 
cannot  be  made  effective  without  the  necessary  revenues,  and  the 
amount  of  such  revenues  must  be  determined  by  the  same  authority 
which  sets  the  standard  of  service.  As  the  Supreme  Court  said  in 
the  Shreveport  Case  (supra) : 

It  was  recognised  at  the  beginning  that  the  Nation  could  not  prosper  if  im 
state  and  foreign  trade  were  governed  by  many  masters,  and,  where  the  int<  r«  t 
of  the  freedom  of  interstate  commerce  are  involved,  the  judgment  of  Con^r*  .ss, 
and  of  the  agencies  it  lawfully  establishes  must  control. 


HOW  COULD  NATIONALIZATION  01  'REGULATION 

BEST  BE  ACCOMPLlotti.u/ 

Bt  Mabtin  8.  Dbooui 

A  oatiofudiiation  of  all  nulroadf  in  the  United  SUtet, 

Uie  reguleiion  of  ratee  and  all  praeltoea  affeoting  ratee, 

Dtiehod  on  December  28, 1917,  under  pmnjamelion  by  the  PrendeDt 

<1  SUtee.    All  loyal  eHtaene  reeogniae  the  mirmwUji  of 

admire  without  qualifieatioo  the  bcftvery  of  the  aetion. 

(>n  that  date  the  InterBtate  Commeree  Commiaion  and  every 
\  road  eonuniaaaon  temporarily  oeaeed  toexereiee  ii 

iratiye  or  executive  functions  over  the  lailroadaof  tUi 

ury.    They  became  subordinate  inveetigatinf  bodiee»  entirely  eiib- 

he  superseding  adminietrative  and  eKeonthre  powen  veeled 

.  irector  General  of  Railroads. 

No  order  of  any  commission,  federal  or  state,  has  today  any 

force  in  law  except  with  the  oonsent  of  the  Direetor  General 

•ads;  and  any  such  order,  if  allowed  to  take  effect  and  have 

on.  may  be  suspended  or  nullified,  with  or  without  formal 

commission  or  any  affected  party,  by  action  or  authori- 

:..c  Director  General.    There  is  therefore  no  longer  any 

lation  of  railroad  ratee  by  established  tribunals  throu^koot 

^  tmted  States. 

Whatever  rate  regulating  functions  the  Interstate  Commsree 

mission  shall  continue  to  exercise  during  the  war  will  be  in  the 

rimental  reqairementa,  whetl 

...^L  -iicreases  or  greater  eott  of  railroad 

>e  of  the  need  for  increased  earnings  from  railroad  opera- 

vach  as  far  as  practicable  the  measure  of  net  earnings  fixed 

>v<  mment  guarantee  that  they  shall  equal  the  average  of 

M  <  for  the  past  three  years.    It  ia  olear  of  course  that  the 

s  will  prefer  to  cooperate  with  the  federal  muUion^ 

. :  unavailing  antagonism  to  the  proviaioo  of  reveane 

ssary  for  governmental  railroad  requirementa  by  the 

f  eti«  "ctor. 

!  t  which  the  railroads  of  the  eoiMitiymial  now 

Imost  cxclu.  is  that  which  pertains  to  the  eoodnet  and 
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winning  of  the  war.  The  public  interest  in  the  enforcement  of  com- 
mon right  to  the  movement  freely  by  railroad  of  all  freight  and  pas- 
senger traffic  as  commerce  between  localities,  without  wrongful 
prejudice  to  persons  or  places,  and  with  all  reasonable  service  ren- 
dered by  the  railroads  at  just  and  reasonable  charges,  which  has 
been  in  peace  times  the  great  underlying  purpose  of  the  granted 
monopoly  of  railroad  service  to  common  carrier  corporations,  is  to- 
day relegated  by  necessity  to  the  extreme  rear  of  the  great  proces- 
sion of  considerations  which  constitute  problems  for  quick  and  right 
solution  under  the  paramount  needs  of  the  nation  at  war. 

It  is  mere  sound  to  say  that  "we  have  rushed  into  a  definite 
policy  of  government  acquisition  and  operation  of  railroads  for  the 
commercial  benefit  of  the  people."  We  have  done  no  such  thing. 
The  railroads  have  been  taken  over  "by  the  war,  of  the  war,  for  the 
war."  This  has  been  specifically  stated  by  the  President  in  his 
proclamation  and  in  his  following  speech  upon  the  same  subject  be- 
fore the  Congress. 

All  tests  hitherto  applied  in  railroad  regulation  have  been  sub- 
merged in  the  great  ocean  of  war  necessity.  That  is  today  the  great 
test  under  which  regulation  must  be  applied  in  practice  during  the 
war.  Mere  public  service,  as  distinguishable  from  the  many  forms 
of  war  service,  can  only  be  crumbs  that  fall  from  the  table  of  major 
railroad  war  operations.  Every  railroad  rate  regulation  order 
sought  to  be  applied  by  any  railroad  commission  during  the  war 
must  properly  be  construed  as  bearing  the  prefix,  "7/  the  Director 
General  oj  Railroads  shall  approve.'* 

Think  of  it  how  we  may,  we  come  always  to  the  great  outr 
stuiding,  unchangeable  fact  that  the  railroads  of  this  country  are 
opennled  today  under  requirements  and  prohibitions  which  corre- 
spond to  martial  law.  No  man  or  company  can  raise  the  sign 
"Business  as  Usual."  That  word  "usual"  has  been  changed  to 
"poesible."  Men  and  corporations  engaged  in  business  of  any 
description  are  now  greatly  concerned  in  securing  transportation 
of  their  material  and  their  agents  upon  any  terms;  they  have  little 
immediate  concern  with  the  price  they  have  to  pay  for  that  trans- 
portation. It  is  not  too  much  to  say  that  regulation  of  railway 
rates,  as  we  have  commonly  applied  the  term  to  fit  normal  business 
and  normal  commerce  and  to  prevent  discriminations  and  unjust 
rate  exactions  as  affecting  individuals,  localities  and  kinds  of  traff 
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M  become,  in  thii  disrupting  war  tinio,  alrootl  m  moot  quettioo. 

'  "ny  rate  the  subject  does  not  present  in  these sseriflsisl ds]rs  any 

practical  question  for  urgent  immediate  solutkNL 

But  this  gives  us  a  wonderful  opportunity  to  realise  our  stns  oC 

"'"^  and  prepare  for  a  sinless  future  with  respect  to  ratlroftd 

s  and  railroad  regulation.    In  making  that  preparation 

t  aside  the  idea  of  adopting  for  peace  times  the  govemnMOi 

!>  of  raiLroads,  or  of  continuing  in  peace  times  the  gOTem- 

ration  of  railrcMids  which  hns  been  found  neoeasary  solely 

>vM».    We  are  now  undertaking  a  forcible  temporary 

>^<*  of  United  States  railroads  upon  a  stated  net  earn- 

o  which  could  not  be  effected  in  peace  times,  and 

nt  of  which  as  having  been  proclaimed,  but  by 

...^ ..  io  in  legal  form  by  tho  railroad  owners,  carries 

>n  in  and  of  itself  and  projects  no  title  in  tho  lessee  beyond 

ite  i  occupation  of  tho  properties  for  war  purposes. 

U  iicult  to  understand  how  enlightened  intelligence  can 

iredict  any  other  result  from  ultra  expensive  war  time  operation  liy 

:  nment  than  a  large  deficit  of  net  earnings  below  the  pro- 

t  earnings  rental  basis.    Nor  can  the  experience  of  such 

operation  supply  a  sound  basis  of  computation  upon  which 

ver  the  railroads  for  peace  time  operation  by  the  govem- 

.Jicr  as  owner  or  lessee.    Moreover,  that  great  body  of  men 

produce  and  buy  and  sell,  who  ship  and  reship  the  raw  material 

the  manufactures  which  in  myriad  forms  constitute  the  oom- 

...co  of  the  country,  will  not  be  satisfied  to  trade  the  present  le0sl 

lesponsibilities  and  obligations  of  common  earner  corporations  and 

K  developed  system  of  government  regulation,  both  at  common 
and  by  statute,  and  as  settled  by  the  courts,  for  the  arbitrary 
Jid  practically  unassailable  rules,  regulations  and  methods  of  gov- 
opcration,  theoretically  controlled  as  they  may  be  by  gen- 
...latory  provisions.    For  whatever  may  be  said,  under  any 
m  of  government  operation  the  elements  which  compose  and 
-^nment  policy  must  have  first  consideration  in  all 

o -,  o  under  private  ownership  the  railroad  operations 

iJe  required  to  be  conducted  always  with  first  regard  to  the  para- 
interest  and  rights  of  those  whom  the  owners,  in  return 

'"-•-  f .0  grant,  have  undertaken  to  serve.    For  example,  there 

8  no  real  federal  common  law.    Shall  we  east  aside  the  multitude  oi 
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ri^ts  now  existing  at  common  law  as  against  railroads  in  tho  more 
hope  that  the  government  will  voluntarily  observe  them?  Again, 
have  we  any  ground  for  believing  that  a  government  operated  rail- 
road system  in  peace  times  will  more  readily  respond  without  penal- 
ties to  the  rate  or  service  requirements  of  a  shipper  or  section  of  the 
country  than  a  railroad  corporation  will  with  regulations  applied 
under  penalties  for  non-observance?  Wc  who  submit,  with  or  with- 
out protest,  to  the  frequent  poor  service  of  the  mails,  whic  h  is  only 
a  single  service,  will  answer  "No"  for  the  complicated  services  and 
rates  involved  in  the  carriage  between  thousands  of  localities  of  so 
many  thousands  of  commodities  and  for  the  competitive  intorcsta 
of  millions  of  shippers  and  consignees.  And  then  we  cannot  dis- 
regard the  blight  which  could  be  cast  upon  commercial  interests  aa 
well  as  the  whole  public  interest  under  the  political  intiuenecs  that 
may  so  insidiously  control  not  only  the  railway  operations  but  also 
the  elections  through  this  control  of  the  railways. 

In  preparing  for  the  future  we  must  still  look  forward  to  regui.. 
tion,  but  it  should  be  a  new  regulation.  We  must  first  realize  that 
the  old  regulation  of  rates  and  practices  affecting  rates  has  failed. 
We  see  now  as  a  nation  of  individuals  what  was  perceived  before  by 
only  a  small  class  of  individuals,  that  the  revenues  of  the  railways 
have  not  been  sufficient,  as  a  whole  or  for  most  roads  individually, 
to  pay  the  frightful  increases  of  operating  costs  and  yield  sufficient 
in  net  earnings,  after  reasonable  dividends,  to  permit  the  carrying 
of  considerable  balances  each  year  to  surplus  for  application  to  the 
cost  of  necessary  future  additions  to  lines,  yards,  terminals,  and 
equipment  or  other  contingent  corporate  purposes.  Of  course  the 
result  has  been  a  limitation  upon  railway  credit.  Large  discounte 
have  been  borne  in  the  sale  price  of  railway  securities,  and  there  ha« 
been  restriction  of  all  railway  betterments  and  additions  to  those 
imperatively  required  at  the  time  or  in  the  time  immediately  to  fol- 
low. The  cost  of  money  for  the  capital  purposes  of  the  railways  has 
been  extreme.  The  cost  of  floating  short  term  notes  to  pay  current  • 
debts  or  temporarily  to  meet  maturing  bond  or  note  obligations  has 
gone  many  points  beyond  the  ordinary,  sometimes  termed  i'  ??>' 
interest  for  loans.  And  the  subsequent  taking  up  of  these  n< 
directly  of  maturing  bonds,  by  long  term  bonds  has  often  recniired 
the  issue  of  bonds  largely  in  excess  of  the  face  value  of  the  securities 
to  be  funded,  so  that  many  and  often  large  excess  issues,  as  well  w 
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toMMintB,  have  here  a^gfdn  been  iovolvod.    Thie  his  noi 

iry  exAoiiooe  by  bsiikeis.    It  hee  meeoi  thai  the  eeie  endii 

-'Iweye  for  their  eeeurtliei  hee  beea  low  m  eompAied  with 

rings  in  the  financial  markete  at  the  eame  timet.    The 

•rporatione  have  had  to  take  oo  theee  extimoidiaary  debt 

u^  and  they  repreeent  in  a  roal  eenee  part  oC  the  eoet  of  the 

:  ty.    The  rates  of  the  oompaniee  have  not  beea  suffieieot  in 

aeee  to  admit  of  the  amortisation  of  theee  extraordinary  debt 

fit  and  ohargee,  to  meet  the  current  requifBmente  of  fsnerml 

liarges  and  to  give  some  proper  return  to  the  stoekholden. 

We  have  been  blinf  ully  obUvioue  to  the  facte  that  every  reilway 

impany  must  eonttantly  add  to  its  facilities  in  order  to  serve 

^onomieally  the  growing  demands  for  eervioe;   that  nevertheless 

few  years  there  oomes  a  period  of  traffio  recession,  sometimes 

period,  when  many  cam  and  en^es  are  idle  and  much  tenni- 

Mw  is  empty;  that  in  other  years  every  facility  and  terminal 

^vay  are  strained  to  the  uttermost  uee,  and  are  inadequate 

the  public  with  the  service  then  demanded.    A  prudent 

ircr  with  part  of  his  factory  or  equipment  idle  in  recurring 

>uld  in  some  way  charge  into  his  expenses  or  afsimt  his 

>me  for  the  year  the  average  profits  lost  through  non- 

[ieriod  of  part  of  the  factory  or  equipment.    He  would 
k  his  prices  to  make  up  for  his  losses  in  dull  periods  to  the  fuUett 
Kent  possible.    No  such  prudent  ooneideration  has  been  taken  into 
Kount  in  dealing  with  the  railways. 
'    We  have  failed  to  realise  to  the  full  that  the  railway  business  of 

tUnited  States  is  the  biggest  business  on  earth;  that  its  main  pur- 
k  is  toserve  all  other  business;  that  it  is  in  ossential  respects  apart 
)ther  business  and  must  be  conducted  upon  business  principles 
u*  to  be  successful. 

All  rate  regulations  affecting  the  amount  of  general  railway 

has  proceeded  upon  the  idea  of  necessary  reatriotion  and  with- 

Dit  assumption  of  the  duty  of  railway  protection.    An  exoeptioo 

iiiihe  prohibition  of  rebates  and  passes,  although  it  was  intended 

riiy  to  prevent  discrimination  against  the  indi\idual  railway 

u  and  not  for  any  declared  purpoes  of  protecting  railway  rev- 

<<     There  w&e  indeed  many  who  claimed  the  prohibition  was 

ipon  the  ability  of  the  railways  to  get  the  grsatest  amount 

•  •  .i .     Unquestionably  that  prohibition  haa  cut  off  favoritinn 
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to  seleoied  shippers  and  industries,  stabilized  rates  and  fares,  bent^ 
fited  aU  shippers  as  a  class  and  all  railways  as  a  whole.    No  voi 
now  raised  anywhere  in  favor  of  the  old  vicious  rebate  and  ]  , 
system. 

We  now  see  plainly  that  the  regulation  of  railway  rates  i 
extend  to  full  protection  of  the  railway  business  in  order  to  in 
the  full  rendering  of  railway  service  to  the  public  at  all  times 
under  all  conditions.     If  the  Interstate  Commerce  Commission  had 
been  charged  with  the  duty  of  requiring  needed  railway  improve- 
ments fifteen  years  ago,  together  with  the  correlated  function  of  oflR- 
ciently  regulating  the  capitalization  of  the  railways,  the  disc  i 
those  great  duties  would  doubtless  have  brought  to  the  Com;... 
a  responsibility  for  necessary  protection  that  would  have  1 
strongly  evident  in  recent  years  in  determinations  involving  pro- 
posed increases  of  rates. 

The  President's  great  sentence  that  "The  world  must  be  madp 
safe  for  democracy"  went  ringing  through  the  nations  and  is 
thrilling  the  hearts  of  men.     His  proclamation  taking  control  of 
railways  that  they  might  be  made  into  a  single  system  to  serve 
ciently  and  help  save  this  democracy  in  war  time  has  shown  uh 
opportunity  to  let  or  make  the  railways  save  themselves  for  pu... 
service  in  the  coming  time  of  peace.    The  262,000  miles  of  railway 
in  this  country  now  constitute  a  single  system.     Why  not  give 
railwayB  authority  in  law  to  operate  as  a  single  system  in  peace  ti... 
so  far  as  service  needs  may  require?    When  the  railways  go  back  ic 
their  owners  for  operation  let  them  be  returned  with  statutor>^  di 
tion  to  continue  operations  as  a  single  system  in  whatsoever  w«.. 
economy  consistent  with  good  and  sufficient  public  service  shall  de 
mand.     That  would  be  real  national  regulation  affecting  rates  u 
well  as  service.     Let  us  erase  the  anti-trust  laws  from  the  statute 
so  far  as  they  apply  to  railways,  and  repeal  the  anti-pooling  sectior 
of  the  Interstate  Commerce  Act.     Let  the  railways  pool  their  earn 
ings  and  their  equipment  as  well.     Let  us  even,  in  the  public  interes 
for  real  eflScient  service,  direct  them  by  statute  to  form  and  operate 
an  over-lying  equipment  company,  by  which  needed  equipment  cai 
be  had  by  any  road  sufficient  to  meet  all  traffic  demands  at  all  timee 
and  can  be  returned  when  the  need  has  passed.    Not  only  let  tbero 
but,  if  good  operation  demands,  make  them,  use  yards  and  terrainAl 
and  even  tracks  in  ooomion.     Let  us  strike  the  shackles  of  restrain 
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:roni  all  railway  profreM  towards  oonUmioiiibr  fffideBi  publk 

toe.    In  short,  legalise  railway  conibinationa  and  railway  pooling 

'  r  adequate  government  control,  which  cootrol  ibould  iaehMto 

e  AS  well  as  rate  regulation  and  the  ortMnff  of  impwnrBmopli 

iilroad  property  with  supervision  of  all  new  capitalisation. 

!d  prohibitory  anti-trust  laws  and  anti-pooling  laws  were 

<  eesary  in  railway  regulation.    They  are  now  opposed  to 

rotiment  of  the  time  and  they  have  always  made  the  service  of 

l)eople.    Competition  has  no  pbMse  in 

fin  be  well  served  only  1^  the  com- 

i  and  dii  Hoaroes  of  all  public  servants  hav- 

1  .  that  a  legalised  pooling  bill 

•d  the  House  of  Kepresentatives  about  the  year  1^5,  and  failed 

ise  of  the  approaching  close  of  the  ses- 

of  the  Sherman  Anti-Trust  Law,  which 

If  the  legalised  pooling  bill  had  become  law, 

>uld  not  have  had  further  appUealion  to  rail- 

o  years  ago  we  came  near  realisliig  in  law- 

which  it  is  apparent  we  must  do  in  the  present  railroad 

'^  :t  these  interlacing  rail  lines  carrying  the  prod- 

into  every  other  market  must  be  regarded  in 

«'ll  as  in  fact  as  the  American  railroad  system,  to  be  oper- 

(Ommon  service  for  the  public  use.    Every  railroad  is  a 

>  connected  and  used  with  every  other  railroad  as  a  gen- 

oral  railroad  monopoly.     What  a  paradox  it  is  to  say  that  such  a 

Ucesssry  mn:  ~     '     shall   be  subject  to  an  anti-monopoly  law! 

Today  the  g<  ut  is  itself  a  railroad  monopoly  because  anti- 

opoly  laws  have  made  the  railroads  unable  to  cope  with  the 

1re»t  problem  of  r*'       -t  war  time  service. 
The  answer  ;  tie  of  this  paper  is  plain:  mere  rsgulatioo 

f  railway  rates  of  a  repressive  character  has  failed.    With  anti-tnisi 
- '  and  anti-pooling  restrictions  in  force  many  large  eoooomies  of 
ation  have  been  impossible.    Contracts  between  tiM  carriers 
o  enable  use  of  the  roads  as  a  single  system  in  the  better  and  ooo> 
-  'Tiical  service  of  the  public  have  been  forbidden  by  law.    Guar- 
ds of  traffic  to  weak  roads  have  been  unlawful.    The  stress  of 
10  upon  strong  roads  has  broken  down  their  efficiency.    It  is  not 
igh  that  the  Interstate  Commerce  Commission  shall  p§nmi 
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increases  in  rates  from  time  to  time  to  some  or  all  railroads.  The 
nationalisation  of  railway  rate  regulation  should  provide  for  orders 
by  the  Interstate  Commerce  Commission  requiring  increases,  as  well 
as  decreases,  of  railroad  rates.  The  whole  viewpoint  of  our  rej^lat- 
ing  traditions  must  change.  The  regulation  of  rates  should  he  based 
upon  a  required  high  grade  of  service,  not  upon  any  grade  of  service. 
The  regulating  authority  should  have  power  to  require  that  high 
grade  of  service  and  the  property  improvements  requisite  thorcto. 
The  regulating  authority  should  have  power  to  pass  upon  the  i.ssues 
of  railroad  securities  and  restrict  such  issues  to  railway  capital  pur- 
poses. There  should  be  a  Federal  Railroad  Loan  Bureau,  as  there 
is  today  a  Federal  Farm  Loan  Bureau.  As  to  railroads,  the  anti-trust 
and  anti-pooling  laws  should  be  repealed  and  railroad  comV)ination8 
and  railroad  pooling,  under  supervision  and  restriction  by  the  Int-er- 
state  Conmierce  Conmiission,  should  be  legalized.  The  investi- 
gating powers  of  the  Interstate  Commerce  Commission  should  be 
constantly  employed  with  a  view  to  determining  whether  particular 
classes  of  railroads  are  charging  rates  high  enough,  under  traffic 
conditions  from  time  to  time  prevailing,  to  enable  them  to  discharge 
at  all  times  their  charter  obligations  to  render  sufficient  and  ^ood 
service  to  the  public;  and  if  not,  the  issuance  of  orders  directing 
revision  of  rates  upward,  and  the  kinds  of  traffic  to  which  they 
should  apply,  should  follow.  This  would  be  nationalization  of  rail- 
way rate  regulation  for  the  national  welfare,  and  in  the  light  of  re- 
cent events  it  is  plainly  the  best  way  that  it  can  be  accomplished. 
The  railway  rate  adjustments  as  between  sections  and  localities  and 
kinds  of  traffic  would  go  on  of  course  and  be  regulated  as  heretofore. 

More  and  more  the  development  of  railway  regulation  has 
indicated  that  efficient  regulation  means  full  railway  supervision, 
but  that  such  supervision  must  be  beneficent,  and  in  no  sense  a  r**- 
sponae  to  attacks  upon  railway  capital  required  for  maintenan 
and  continuous  improvement  of  railway  property  to  make  it 
adequate  for  the  public  needs.  Such  supervision  must  ha.-  .^ 
action  upon  facts,  and  whenever  so  based  the  people  will  sustain  and 
oommend  it. 

The.  railroad  companies  have  been  rightfully  complaining  qi 
state  regulation  of  railway  capitalization,  not  because  regidation  of  i 
railway  capitalization  is  oppressive  or  unjustified,  but  that,  while 
recognizing  its  merits,  large  systems  extending  through  several  states 
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I  ought  not  be  subjectMl  to  separate  inoculation  in  this  important  r»- 

'•y  several  independent  govemmeotal  afendee;    and  that 

i/:ation  regulation  of  all  inteniute  Unee  thould  be  done  by  the 

^Ic  governmental  authority  which  in  other  raspectirecolateihiter- 

Mt  so  framed  is  eound,  and  stato  eom- 
real  objection  to  federal  aaramption  of 
duty  of  regulation,  if  a  real  and  efficient  ttynicm  of  capitalisation 
^tt  ion  by  the  national  government  shall  be  established  to  apply 
•niH  physically  constructed  across  state  Hnes. 
The  railroad  complaint  against  state  regulation  of  intenitate 
rates  stands  upon  quite  another  basis.    There  probably  are  con- 
stitutional difficulties  in  the  way  of  complete  assumption  by  federal 
legislation  of  the  authority  now  exercised  by  the  states  over  rates 
t;  to  transportation  wholly  within  the  states.    The  United 
Supreme  Court  has  consistently  held  that  state  legislatiOD, 
whether  fixing  service  hours  for  railway  men,  or  requiring  safety 
ices  on  railway  cars,  or  prescribing  maximum  rates  to  apply 
hin  the  state,  and  done  directly  by  the  legislature  or  by  a  com- 
sion  created  by  the  legislature,  is  void  to  the  extant  that  it  con- 
Uicts  with  regulation  that  has  been  lawfully  applied  by  the  federal 
government.     If  the  new  system  of  regulation  suggested  in  this 
I  argument  shall  be  fully  provided,  if  the  new  rate  regulation  shall  be 
j  based  primarily  upon  required  sufficient  and  good  service  to  be 
I  shown  first,  or  otherwise  to  be  ordered,  and  if  rates  shall  be  adjusted 
first  upon  that  prerequisite,  with  reserved  resources  provided  by 
roads  always  to  meet  extraordinary  demands,  it  seems  certain 
t  snrh  overshadowing  regulation  by  the  federal  authority  would 
bring  all  state  conunissions  into  active  cooperation  with  the 
Is  of  regulation.    The  larger  present  need  is  to 

ihe  national  system  of  rate  regulation  and  see 

i  what  follows,  rather  than  to  waste  energy  now  in  arguing  against 
I  state  regulation  of  state  rates  which  in  some  states  is  much  more 
advanced  along  the  lines  here  advocated  than  the  present  federal 
I  system  of  regulation.    It  is  noted,  moreover,  that  both  the  Inter- 
state Commerce  Commission  and  the  state  commissions  have  lately 
I  shown  a  most  conunendable  co6peration  in  rate  regulation  matters, 
I  which  ought  to  and  would  be  fostered,  and  extended  proBably  to  all 
!  important  matters,  under  the  reforms  in  regulation  here  proposed. 
Remilat  ion  nf  railways  seems  to  be  subject  to  important  changes 
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about  every  ten  years.    Begiiming  with  1887,  when  the  Act  to 
Regulate  Commerce  became  effective,  we  find  that  in  1897  thn 
United  States  Supreme  Court  held  that  the  Interstate  Commcr( 
Commission  bad  no  power  to  prescribe  maxiniiim  rates;   that  Iq 
1906,  the  Hepburn  Act  was  passed  giving  the  Commission  that 
power  and  many  other  powers;  and  in  1917  came  the  war  ore)* 
taking  over  the  railroads  into  government  operation  during  the  war. 
This  would  now  seem  to  be  the  time  to  place  federal  regulation  of 
rates  upon  a  high  service  basis,  since  a  high  service  basis  is  imper:: 
tive  if  the  tremendous  commerce  of  the  country  which  will  require 
transportation  after  the  war  is  to  be  well  served. 

The  nationalization  of  railway  rate  regulation  can  best  be  a< 
complished  by  revision  of  the  federal  system  of  regulation  to  require 
the  provision  of  continuous  high  efficiency  of  railway  service;  thn 
fixing  of  rates  to  enable  that  high  efficiency  service  always  to  be  pr( 
vided  as  a  standard  condition  with  all  due  allowances  in  rates  for 
fair  profits  and  necessary  future  improvements  to  railway  property : 
the  supervision  of  railway  security  issues;  the  marketing  of  railwn 
bonds  at  fair  prices;  the  compulsory  expenditure  of  capital  by  the 
railways  from  time  to  time  for  property  additions  if  not  voluntarily 
undertaken;  the  legalization  of  railway  contracts  for  combined  an 
economical  operations. 

Successful  regulation  of  rates  must  embrace  all  of  these  ele 
ments.     If  they  should  be  incorporated  into  the  system  of  national 
regulation,  it  will  merely  be  the  application  of  business  principles  to 
the  world's  greatest  business.     There  will  then  be  no  complaint  of 
over-regulation  by  carriers,  although  they  will  be  more  extensively 
regulated.    There  will  then  be  little  complaint  by  shippers  against 
the  amount  of  rates,  because  of  satisfaction  with  the  service  and 
because  with  rates  once  adjusted  under  these  conditions  the  operat 
ing  economies  with  lowered  cost  of  railroad  loans  will  tend  to  cause 
reductions  rather  than  successive  increases  in  railway  charges.    Tho 
new  system  should  be  a  constructive  rate  regulation,  embracing  ;: 
once  all  necessities  of  carriers  in  doing  their  work  and  the  rights  of 
the  public  in  having  that  work  well  doij^, 
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Bt  WnxiAM  E.  Lamb 

Any  plan  placing  railroad  rates  under  oompleU  federal  control 
will  arouae  dieoimton  aa  to  the  power  of  Congreee  on  the  one  hand 
and  the  rights  of  the  states  on  the  other.  While  the  ditcuwion  may 
tasuinc  various  forms  and  appear  to  cover  numerous  questions,  yet 
•11  are  included  in  one — ^the  power  of  Congress  to  enact  ledfilAtlon 
that  will  completely  nationalise  rate  regulation. 

Since  the  decision  of  the  Supreme  Court  in  the  Shreveport  case,* 

the  adherents  of  nationalisation  insist  that  the  power  of  the  federal 

government  has  been  fully  determined,  and  national  regulation  in 

fullest  sense  is  but  a  matter  of  choice  in  the  form  of  the  law. 

opponents,  however,  vigorously  deny  that  Congress  possesses 

necessary  power  and  advance  numerous  reasons  in  support  of 

ration,  most  of  which,  however,  relate  to  the  extent  to  which 

.-leral  government  has  exercised  its  powers  in  past  or  present 

slation.    In  a  measure  they  present  questions  of  construction 

! ler  than  questions  of  power.    They  directly  challenge  the  federal 

Aer  by  asserting:  (1)  that  each  state  has  the  absolute  power  to 

rniine  the  amount  of  each  rate  to  be  charged  for  rail  transporta- 

1  between  points  within  its  borders;   (2)  that  a  transfer  of  that 

^jwer  is  essential  to  complete  federal  control,  which  would  require 

a  constitutional  amendment;  (3)  that  the  enforcement  of  the  act  to 

regulate  comnierce  in  harmony  with  the  decision  in  the  Shreveport 

esse  would  result  in  a  violation  of  the  due  process  clause  of  the  fifth 

amendment,  a  question  not  considered  in  the  Shreveport  ease. 

ViBWB  or  Opponents  op  Complbtb  Fxdxral  Control  of  Rates 

As  an  analysis  of  that  case  appears  in  a  previous  chapter,  H 
seems  more  appropriate  first  to  preeent^the  views  of  the  opponents 
of  complete  federal  control,  including  without  distinction  those  re- 

*H9iaimi,BadmdWml  Twot  gwTney Ciwyiiy  t.  UmtmSltm^m  U.  S, 
S42. 
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Uting  to  erroneous  construction  with  those  which  assail  the  federnl 
power. 

It  is  claimed  that  the  power  of  the  states  to  legislate  concerning 
Uieir  internal  commerce  is  as  full  and  complete  as  the  power  of  the 
federal  government,  covering  the  field  of  interstate  commerce  which 
was  clearly  recognised  and  declared  in  all  of  the  decisions  of  the 
Supreme  Court,  commencing  with  Gibbons  v.  Ogden^  and  ending 
with  the  Minnesota  rate  cases.'  The  statements  in  various  decisionR, 
as  to  lack  of  power  in  a  state  to  enact  legislation  affecting  intc  i 
commerce,  are  said  to  have  been  aimed  at  state  legislation  whicn  i.> 
its  terms  extended  beyond  the  territorial  limits  of  the  state,  thouph 
not  including  the  resultant  effect  that  legislation  confined  :^ 
within  the  borders  of  the  state  might  possibly  have  upon  oui^.i 
economic,  commercial  or  transportation  conditions.     In  Gibbons  ^ 
Ogden*  the  legislation  considered  directly  regulated  interstate  coiii 
merce,  and  was  not  confined  to  commerce  solely  within  the  Ft  ' 
and  it  is  said  that  Chief  Justice  Marshall's  statement  that  the  i> 
of  the  federal  government  extended  to  all  external  concerns  of  the 
nation,  and  all  internal  concerns  affecting  the  states  generally  "but 
not  to  those  which  are  completely  within  a  particular  state  which  do 
not  affect  other  states  and  with  which  it  is  unnecessary  to  interfere, ' 
must  have  referred  to  state  legislation  which  by  its  terms  extended 
beyond  its  boundaries. 

The  right  of  states  to  fix  the  charges  of  public  service  corpora- 
tions was  challenged  in  Munn  v.  Illinois^    It  was  claimed  that  thr 
regulation  applied  directly  to  interstate  commerce,  as  in  the  ordi 
nary  course  of  trade  the  grain  from  a  number  of  states  would  pass 
through  the  elevators  at  Chicago,  the  charges  therefor  ha^  ^     '     ' 
fixed  by  an  act  of  the  Legislature  of  Illinois  which  was  a- 
the  suit.    The  Court  held  that  the  act  was  not  a  direct  attempt  to 
regulate  interstate  conamerce  and  called  attention  to  the  familiar 
rule  that  even  though  there  might  be  indirect  regulation  of  inter 
state  commerce,  until  Congress  had  entered  that  field  the  power 
ezeraaed  by  the  state  was  not  unlawful,  and  further  stated  i^ 
under  the  facts  in  the  case  there  was  no  interference  with  intf^r- 

« Qibbom  v.  Ogden,  9  Wheat.  1 . 
•SimiMon  et  al.  v.  Shepard,  230  U.  8.  352. 
•MboM  ▼.  09dm,  9  Wheat  196. 
•  ITimn  V.  lUinaU,  94  U.  8.  113. 
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oommeroe.    Tho  dxirioin  invohring  the  rtgnklioD  ci  milrcMuii 

within  the  BMm,  daeidBd  about  the  nao  time,  of  wliiak  Cki- 

'.aao,  BwlingUm  S  Qmmey  Rmlroad  Campmtff  Y.  /owa^  and  PM  v. 

/ifo  d  NarikweMUm  RaUwnf  Company^  are  illuatrmlivo,  iiidi- 

•o  it  is  said,  that  the  refereooei  in  tha  wvaral  opiniooa  to  the 

ved  power  in  CongfMB  applied  to  legiiriatkm  wUeb  in  form 

f  fKi  interstate  oommeroe,  but  as  to  which  Oongrev  had  not  yet 

i,  especially  as  the  decision  in  the  Plsik  case  covered  legiil»- 

.  I  lie  Btate  of  Wisconsin  establishing  rates  on  traffic  originatinc 

in  l>ut  destined  to  points  outside,  which  the  court  held  valid 

•  *ongres8  had  not  exercised  its  power  as  to  transportation  of 

imi  <n;iract4T. 

Following  these  decisions  there  was  general  legisUttve  aottvtty 

M  the  part  of  the  states  providing  for  more  complete  state  regula- 

of  railroads.    The  statutes  from  time  to  time  came  before  the 

r  for  construction,  and  in  Stone  v.  Parmert'  Loan  and  Truti 

pang*  the  court  reiterated  the  doctrine  that  "the  state  may 

nd  all  question  by  the  settled  rule  of  deeision  of  this  Court,  rsg- 

frcight^  and  fares  for  business  done  exclusively  within  the 

.  and  it  would  seem  to  be  a  matter  of  domestic  eooeem  to  pre- 

the  company  from  discriminating  against  persons  and  places 

\li>Mssippi."    These  atatutes  did  not  by  their  tenna  extend  to 

miispurtation  or  cou—eroe  outside  their  reepeelive  borders,  but 

h  Wabash  HaHroad  Co,  v.  IlUnoU*  the  court  declared  an  act  of  the 

tigislaturc  of  that  state,  which  actually  covered  transportation 

ofh  inside  and  outside  the  state,  to  be  valid,  because  the  highest 

'  of  the  state  had  construed  the  law  to  apply  only  to  transportar 

lOft  within  the  state,  but  added  that  without  such  construction  by 

^e  state  court  the  act  would  have  been  a  direct  regulation  of  inter- 

'fitc  commerce  which  the  state  was  without  power  to  enact,  even 

kch  Congress  had  not  undertaken  to  legislate  on  the  subjeot. 

trine  of  the  Peik  case,  stipre,  whieh  had  evidenlly  misisfl 

t  he  state  legislatures  was  thus  repudiated. 

*  Ckiiogo,  BurHnHon  amd  Qyiney  Raaroad  Compamy  ▼.  Imta,  M  U.  &  15ft. 
Pmk  T.  Chicago  owtf  NartkwtUm  RwOmwy  Company,  M  U.  &  ie«. 

•  StoM  T.  FomMTfl'  Loan  ami  TruM  Coatpamy,  1  le  U.  a  907-884. 
•Wohtuh,SLLmUmtdPooHaBmlwayCompanyr.immou,n%V.B.m, 
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A  long  line  of  eaaes*®  involving  the  rights  of  states  to  fix  ratoi 
foUowed  the  Wabash  case,  and  in  each  the  power  of  the  states  was  ib 
question,  and  in  each  it  was  decided  that  the  action  of  the  states  did 
not  cast  a  burden  upon  interstate  commerce.  It  is  now  claimed 
that  it  was  never  suggested  that  Congress  might  possess  the  power 
to  determine  the  amount  of  a  rate  for  transportation  between  points 
wholly  within  a  single  state  until  the  decision  in  the  Minnesota  rate 
cases.  In  that  case,  it  is  said,  that  no  doubt  was  entertained  at  the 
time  of  the  decision  in  the  Wabash  case,  supra,  as  to  the  rights  of 
•tates  to  regulate  transportation  that  was  wholly  within  their  re- 
spective borders,"  and  after  discussing  the  decision  in  that  case  this 
language  appears  in  the  opinion  in  the  Minnesota  rate  cases:  "The 
doctrine  was  thus  fully  established  that  the  state  could  not  prescribe 
interstate  rates  but  could  fix  reasonable  intrastate  rates  throughout 
its  territory. ""  It  is  further  stated  that  the  power  of  the  state  to 
fix  reasonable  intrastate  rates  extends  not  only  throughout  the  state 
but  to  cities  adjacent  to  its  boundaries,  and  in  exercising  that  power 
it  is  not  bound  to  adjust  its  rates  to  correspond  with  the  interstate 
rates  established  by  carriers.*^  The  Court  then  states  that  if  there 
is  a  restriction  on  state  authority  it  must  be  by  virtue  of  the  para- 
mount power  of  Congress  over  interstate  commerce  and  its  instru- 
ments.^^ 

It  is  further  said  by  the  opponents  of  federal  control,  that  in  the 
Minnesota  rate  cases  it  was  expressly  decided  that  Congress  had 
not,  in  the  Act  to  Regulate  Commerce,  undertaken  to  interfere  with 
the  powers  of  the  states  to  fix  rates  within  their  territorial  limits,'* 
although  the  court  did  say  that  discrimination  as  between  state 
and  interstate  rates  could  only  be  determined  by  the  Interstate 

»•  Dow  V.  Beiddman,  125  U.  S.  680;  Chicago^  etc.  Railxvay  Company  v.  Afim. 
mda,  134  U.  S.  418;   Chicago,  etc.  RaUway  Company  v.  Wellman,  143  U.  S.  :> 
Reagan  v.  Farmers'  Loan  and  Trust  Company,  154  U.  S.  362;  Reagan  v.  MercanUU 
Trust  Company,  154  U.  S.  413;  St.  Louis  and  San  Francisco  RaUway  Company  v. 
001,  156  U.  8.  643;  Smyihe  v.  Ames,  169  U.  8.  466;   Minneapolis  and  St.  Low 
BaHroad  Company  v.  Minnesota,  186  U.  8.  257;  Alabama  and  Vicksburg  Railroad 
Company  v.  Mississippi,  203  U.  8.  496;   Northern  Pacific  RaUway  Company 
North  Dakota,  216  U.  8.  579. 

"230  U.S.  415. 

"  230  U.  8.  416. 

» 230  U.S.  416-417. 

»* 280 U.S.  417. 

■280  U.S.  423,  431-432: 
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tneroa  Commission.    It  is  said  Uuit  ibis 

tint  when  it  is  borne  in  mind  thAt  ODlil  the 

..  Ohio  Railroad  Company  v.  UniUd  Siatm,  tx  rat 

Co.,^  it  had  been  generally  believed  that  the  act  to  regulate 
'  ted  courts  to  pass  upon  the  questioo  of  dissrimtna' 

, iower  had  been  generally  exercised  by  them.    The 

court  in  tlie  Minneeota  rate  eases  had  speeifically  held  that 

lisoriminated  against  interstate  eommeree  and 

iiO  Supreme  Ck>urt  of  the  United  States  as  to 

liotion  of  the  Interstate  Commeroe  Commission  to 

lostioD  appears  to  have  been  an  answer  to  the  elaim 

^..  ...V.  part  of  the  lower  court. 

foregoing  in  a  general  way  coven  the  elaims  of  the  oppo- 

of  complete  nationalisation  of  rate  regulation  regsrding  the 

m  of  the  federal  and  state  governments  up  to  the  time  of  the 

ou  in  the  Shreveport  case,  which  either  overruled  the  previous 

^  of  the  Supreme  Court,  or  resulted  in  erroneous  ooiiBtru&- 

ol  the  Act  to  Regulate  Commeroe  as  well  as  the  eommeree 

of  the  Constitution.^' 

y  further  contend  that  the  Shreveport  case,  although  hold- 

at  certain  activities  of  the  Interstate  Commeroe  Commission 

r  the  Act  to  Regulate  Conmieroe  had  interfered  with  the  rights 

lies,  in  no  sense  covers  the  question  of  the  power  of  Con- 

..  ktermine  the  amount  of  any  rate  for  transportation  between 

;>ointa  wliolly  within  one  state.** 

It  is  pointed  out  that  the  reports  of  the  Interstate  Commeroe 

.     '*  Baltimore  amd  Ohio  Railroad  Company  ▼.  UmUd  Slaim,  mt  raL  POeaim  Cool 
Up*my.  21ft  U.  8.  481,  4W-9. 

Mloyen* Liability CMei,a07 U.S. 403;  (»Uofu ▼. OprfiA, 0 WhMt. 

ithin  the  sUt«  pofww  it  "thst  imnMOM  niAM  oC  IsgWatiaD  wWflh 

ea  evvytbing  within  Uie  ttfritory  of  a  slate^  not  forraDdvad  to  the 
MQt:  aUwhioheanbemott  sdvantaceoiMly enrated  by  thestata 
IiMpeetion  Uwa,  quarantine  lawa,  hoalth  laws  of  erery  dewriptfaa,  as 
bwB  for  ragulating  the  intenuJ  ooouneroe  of  a  atala»  and  thosa  whkh  r^ 
'  iirnpike  roada,  ferriea,  ete.,  are  ooopooant  parte  of  thia  maaa  No  diraet 
^«ral  power  orar  tbaae  objeela  b  panted  to  ConpeM;  and,  ooBaaqiMBtly,  they 
toafai  aubjeoi  to  atate  HtH***^  If  the  ksMatlire  power  of  the  UbIob  eaa 
«Mb  them  it  muat  be  for  national  purpoeea;  it  muat  be  where  the  power  ie  ci- 
jeariy  giyen  for  a  epeoial  purpoee  or  ia  oleaiiy  tnoideotal  to  aocne  pow«  whkh  ia 
PWiily  Riven.- 
"234  U.  a  363. 
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Commiwion  Bubeequent  to  the  one  involved  in  the  Shreveport  catfiji 
show  that  the  Commission  has  most  noticeably  refrained  fr^ 
Bli^htest  attempt  to  claim  the  right  to  pass  on  the  reasonablt 
intrastate  ratee.    They  also  call  attention  to  the  necessity  for  such 
right  to  enable  the  Commission  to  properly  determine  wliothor  a 
state-made  rate  gives  undue  preference  to  state  commerce  when 
compared  with  a  rate  applicable  to  interstate  commerce.     It  w 
asBeited  that  undue  preference  must  rest  upon  the  fact  that 
state  rate  complained  of  is  less  than  a  reasonable  maximum  i      , 
but  this  claim  is  not  supported  by  American  Express  Company  t. 
CoWiPffl,**  in  which  the  court  makes  this  statement:  "The  f    " 
ing  that  discrimination  exists  and  that  interstate  rates  are  reasoim 
does  not  necessarily  imply  finding  that  the  intrastate  rates  are  un-i 
reasonable.     Both  rates  may  lie  within  the  zone  of  reasonable' 
and  yet  involve  discrimination."     A  previous  decision  of  the  cc  . 
is  cited  in  support  of  the  language  last  quoted,*'  but  the  language  <M 
the  prior  opinion,"  referred  to  as  ground  for  the  authority,  is  ta 
follows: 

We  agree  with  plaiiiti£f  (the  Interstate  Ck)inmerce  Commission)  that  a  chfvrg' 
may  be  perfectly  reasonable  under  Section  1  and  yet  may  create  unjust  discrii 
tioD  or  imreasonable  preference  under  Sections  2  and  3.    As  was  said  b> 
JoBtiee  Blackburn  in  Oreai  Western  Railroad  Co.  v.  Sutton  L.  R.,  4  H.  L.,  220. 
*'Wben  it  is  sought  to  show  the  charge  is  extortionate  as  being  contrary  to  m 
Vtatuable  obligation  to  charge  equally,  it  is  immaterial  whether  the  charge  i 
reasoDable  or  not;  it  is  enough  to  show  that  the  company  carried  for  some  < 
penon  or  class  of  persons  at  a  lower  charge  during  the  period  throughout  n". 
the  party  complaining  was  charged  more  under  the  like  circumstances. " 

The  language  last  quoted  seems  to  indicate  that  th* 
exacted  from  the  complaining  party,  while  it  might  be  re.i 
in  and  of  itself,  did  nevertheless,  subject  the  complaining  party  if] 
unjust  discrimination  because  of  other  persons  paying  a  lov 
at  the  same  time  for  a  like  service.     In  other  words,  the  rr.v 
rate  complained  of  could  not  create  discrimination  against  anybody 
save  the  party  paying  it,  and  that  would  be  due  to  the  lower  r 
enjoyed  by  other  persons.     It  is  therefore  claimed,  that  a  rate  f<> 
by  a  state  to  be  reasonable  as  a  maximum  charge  for  transportatioi 

^^  American  ExpreM  Company  v.  Caldwell,  244  U.  S.  617-624. 
^  Intentaie  Commerce  Commisstion  v.  BaJUimore  and  Ohio  t^qi^roq^  Com-parn 
145  U.  8.  2e3-277. 
"  145  U.  8.  277r 
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i  between  two  points  within  it«  borden  cAonot  ratult  im  vadw  praf* 
erenoe  or  subject  anyone  to  unjuft  disoriminAtioo.     If  iinjuii  da»> 
itioD  reeulte  thereby  it  must  be  due  to  the  iii«U4iuelaMBi  of 
•  ivUite  rates.    It  is  alio  said  that  a  rate  found  by  tJbe  alate 
to  be  reasonable  as  a  maximum  oannot  properly  be  ioereaaed  by  the 
re  declaration  of  the  Interstate  Coouneroe  CommiHion  that  H 
««  an  undue  preferenee  to  state  oommeree,  the  rmcnral  of  whieh 
I  IS  required  by  an  ad>'anoe  in  the  state  rate,  as  such  action  on  the  part 
' ''    '  'ommission  can  in  no  way  be  eonsidered  as  passing  upon  the 
of  said  rate, 
in  this  connection  it  *'«  said  that  the  Commission  has  giTsn 
ACT  weifcht  to  the  act  of  the  state  as  establishing  a  eaaa  of  vidtM 
•  n  iicc  than  it  has  in  considering  the  act  of  a  earner 
I  for  a  like  rate  adjustment.    Section  3  of  the  act  to  regulate 
jmercc,"  in  dealing  with  undue  preferences  and  advantages,  does  not 
'specify  the  character  of  commeroe  that  may  bring  about  the  undue 
Vrenoe.     It  may  be  found  that  certain  interstate  eommeree  may 
'  tirden  upon  other  interstate  commeroe  by  reasoo  of  the  mal- 
.ont  of  ratos,  and  thus  bring  about  a  violation  of  this  seetioii. 
i  m  view  of  this  fact,  it  is  then  said  that  the  Interstate  Commeroe 
'  rous  casesP  (of  which  the  2  cited  in  the  foot- 

Id  that  a  carrier  may  make  a  rale  between  a 
>mt  of  origin  and  a  destination  on  its  Une,  without  regard  to 
''        '  her  carrier  from  another  point  of  origin  to  the  saoM 
i  if  the  rate  of  the  first  carrier  is  not  met  by  the 
•11(1,  neither  is  subject  to  the  cUum  that  it  has  violated  the  pro- 
^vitnons  of  Section  3.     And  this  has  been  the  settled  rule  in  the 
{Supreme  Court  for  many  years.**    But,  say  the  opponents  of  federal 
control,  because  the  state  requires  a  carrier  to  establish  a  reasonable 

■  '*  That  it  dull  be  unkwf  ul  for  say  oommoo  mnitt  wbieet  to  tht  proriaoas 
of  Ihb  Mt  to  make  or  give  any  undue  or  unraasonibhi  |»rf<WBC6  or  advaatagi  to 
lay  panioular  ponoo,  oompany,  firm,  oorporaftioo,  or  looality,  or  aay  partinilar 

4l<»cni>tion  of  traffic,  in  any  rospoct  whataoerw,  or  to  aubjoet  aay  partiwilar  per- 
■loy,  fimi,  oon>oTation,  or  locality,  or  any  particular  doicriplioa  of  traffic^ 
m*>y  iiudue  or  unroaaonable  prejudiea  or  diaadvaalago  in  aay  rHpaet  wfaalK>- 


"  Baiiroad  CommiMtUm  «§  KantoM  v.  A/cMtoa,  Toptka  amd  SofUa  F$ 
jCaaipaiiy,  22  I.  C.  C.  407-416;  BbdgtU  MOUng  Compati^  v.  CJbkovo,  UOmmnkm 
M  51.  Pad  RaOwtt^  Comptm^,  28  I.  C.  C.  449-140. 

^  Bed  Tennenti,  Virgima  and  Omrgia  BaQway  Compoay  ▼.  iiikniak  Cam' 
181  U.  8.  1, 18,  10,  20. 
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manmum  rate  for  intrastate  comraeroe,  which  a  different  interstate 
earner  dedinee  to  meet  in  its  interstate  business,  the  carrier  ol>eying 
the  aet  of  the  state  legislature  may  be  held  in  violation  of  Section  3, 
which  forbids  undue  preferences,  even  though  the  transportation 
within  the  state  is  specifically  eliminated  from  the  application  of  the 
Act  to  Regulate  Commerce.**  It  is  said  that  both  the  court  and  the 
Commtesion  have  lost  sight  of  the  distinction  between  the  appli(-:i 
tion  of  the  act  to  an  interstate  carrier,  and  the  lack  of  power  under 
the  act  to  interfere  with  intrastate  transportation  handled  l)y  the 
interatate  carrier;  that  transportation  which  may  move  free  from 
the  restrictions  of  the  Act  to  Regulate  Commerce  can  not  possibly 
subject  transportation  governed  by  the  act  to  unjust  discrimination. 
The  following  illustration  is  claimed  to  demonstrate  the  unsoundness 
of  the  decision,  both  of  the  Commission  and  the  court  in  the  Shrevr 
port  ease: 

If  carriers  operating  between  Texarkana,  Arkansas,  and  Dallu 
Texas,  and  not  serving  Shreveport,  decide  to  establish  a  rate  be- 
tween the  first  two  points,  they  may  do  so  provided  the  rate  is  not 
less  than  the  cost  of  transportation,  and  other  carriers  operating  Ix 
tween  Shreveport  and  Dallas  may  meet  the  rate  or  not,  as  they  see 
fit.     If  they  fail  to  meet  it  and  complaint  is  made  before  the  Com- 
mission, and  the  latter  adheres  to  its  numerous  decisions  on  tK 
question,  neither  the  carriers  operating  between  Texarkana,  Arkan- 
sas, and  Dallas,  nor  the  carriers  operating  between  Shreveport  and 
Dallas  have  violated  Section  3.    But  if  the  carriers  operating  b( 
tween  Texarkana,  Texas,  and  Dallas  apply  the  rate  between  those 
points  established  by  the  State  of  Texas,  and  the  carriers  operating 
between  Shreveport  and  Dallas  do  not  see  fit  to  meet  it,  and  shippers 
of  Shreveport  complain  of  undue  preference  in  favor  of  the  shippers 
of  Texarkana,  Texas,  the  Interstate  Conmierce  Commission  may 
find  an  undue  preference  has  been  created  by  the  carriers  obeying 
the  act  of  the  State  of  Texas,  although  the  Commission  would  hav' 
relieved  the  carriers  from  the  charge  if  they  had  established  the  rat 
from  Texarkana,  Arkansas,  or  Texarkana,  Texas,  to  Dallas  volun 

■  Seetion  1  of  the  Act  to  Regulate  Commerce  provides  in  part:  "Provided, 
Thai  the  proviaioiu  of  this  Act  shall  not  apply  to  the  transportation  of 
or  property,  or  to  the  receiving,  delivering,  storage,  or  handling  of  prop- 
erty wholly  within  one  State  and  not  shipped  to  or  from  a  foreign  country  from  or 
to  any  8UI«  or  Territory  as  aforesaid 
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tarily.     A  i« « cat  cam  in  the  Suprema  Court,  not  yei 

ported,^^  ticvins  to  indicate  that  it  would  hold  the  etari&n 

for  the  voluntary  eetabliahmant  of  an  iniraataie  rate,  if  daoUred  to 

unduly  prefer  intraatate  oommeroe  over  iotentato  eominaroe. 

Theee  oonaideratioiia,  aay  the  opponenta  of  eomplate  federal 
^uhition,  will  require  the  court  to  adopt  a  differeot  eooatruetioo 
of  the  law  whenever  the  question  of  the  power  of  the  Interatale  Com* 
roerce  CommisBioD  to  determine  the  amount  of  a  stale-made  rate  ia 
presented,  and,  as  the  lack  of  power  in  the  federal  govenunent  to 
detenu i  DO  the  amount  of  an  intrastate  rate  has  been  repeatedly 
declared  by  the  Supreme  Court,  the  only  way  by  which  that  power 
which  is  essential  to  complete  nationalixation  can  properly  be  exer- 
cised, is  through  the  medium  of  a  Constitutiohal  amendment. 

It  will  be  observed  that  the  first  two  grounds  upon  which  the 
opponents  of  federal  control  challenge  the  existence  of  the  federal 
power  necessary  to  bring  it  al>out,  were  not  decided  in  the  Shrev^ 
port,"  the  American  Express  Co.,**  or  the  Illinois  Public  Utilitiea 
Commission  cases,**  and  are  therefore  still  open. 

The  third  «n  of  the  opponents  of  complete  federal  eon- 

.:ol  raises  a  qu  . :.  ..  uf  power  resulting  from  an  attempt  to  apply 
the  decision  in  the  Shreveport  case.  It  is  claimed  that  a  reasonable 
maximum  rate  can  not  give  an  undue  preference  or  create  unjust 
discrimination  against  any  other  rate.  This  position  is  somewhat 
shaken  by  the  decision  in  the  American  Ebcpress  Company  caas^ 
aupra,  but  even  so,  it  is  said  that  whenever  the  Interstate  Commeree 
Commission  determines  that  a  rate  declared  by  a  state  to  be  reaaon- 
able  as  a  maximum  for  transportation  subjects  interstate  trans- 
portation to  unreasonable  prejudice  and  disadvantage  because  the 
interstate  rate  is  higher  than  the  reasonable  maximum  rale  set  by 
the  state,  the  removal  of  the  preference  or  disadvantage  requires  an 
advance  in  the  state  rate.  This  is  essentially  true,  whenever  in  the 
same  decision  the  Interstate  Commeite  Commission  declares  the 
higher  interstate  rate  to  be  reasonable  as  a  maximum. 

When  the  state  rate  is  advanced  there  is  no  tribunal  before 

»  /Oteoia  Cmir^  BtOnmi  ▼.  FMie  UtOitm  CommiMsUm  <^  ItUnoU,  January 
M,  1918. 

•'284  U.S.  342. 
"244  U.S.  617. 
**  Sm  ctUtioD  96. 


948  "^Hn  Annals  or  the  Amsrigam  Acadbmy 

which  a  shipper  enjoying  that  rate  can  go  to  test  the  reaeonableness 
o(  it.    If  he  appears  before  the  Interstate  Commerce  Commission 
in  the  prooeeding  and  attempts  to  show  that  the  state  rate  is  reason 
bl6  as  a  maximum,  he  is  met  with  the  statement  that  the  (  om 

ion  has  no  control  over  the  rate  in  question,  or  the  transpui  ta- 

moving  under  it,  and  that  testimony  relating  to  the  matter  is 
The  shipper  can  not  go  before  a  tribunal  created  by 
the  stale  because  under  the  decision  in  the  Shreveport  case,  the  act 
of  the  Interstate  Commerce  Commission  is  final.  And  thus  the 
state  shipper  is  put  in  this  position:  his  rate  is  increased  witnout  an 
opportunity  to  be  heard  as  to  whether  the  advanced  rate  is  just  and 
reasonable  as  a  maximum.  The  Act  to  Ilegulate  Commerce  declares 
every  unjust  and  unreasonable  rate  to  be  unlawful.  The  state  laws 
so  declare.  And  it  has  long  been  the  doctrine  of  the  Supreme  Court 
that  no  carrier  could  establish  a  state  rate  higher  than  the  servic 
was  reasonably  worth,*°  and  for  more  than  30  years  we  have  had  the 
statutory  declaration  that  unreasonable  interstate  rates  were  un- 
lawful.'* In  other  words,  the  shipper  has  the  right  to  a  reasonable 
rate,  and  having  that  right,  unless  he  is  provided  a  remedy  for  it- 
protection,  he  has  been  denied  due  process. 

The  arguments  of  the  opponents  of  complete  national  regula- 
tion, if  not  sound,  are  at  least  plausible,  and  discussion  will  not  sub- 
side until  the  Supreme  Court  specifically  passes  upon  the  disputed 
questions. 

If,  however,  the  doctrine  of  the  Shreveport  case  is  sound,  and 
the  court  continues  to  follow  the  principle  announced,  the  oppo- 
nents of  complete  national  regulation  have  sUght  hope  for  the  su( 
eessful  maintenance  of  their  contentions.  The  three  questions  of 
power  would  then  be  answered  in  favor  of  the  federal  government, 
and  especially  the  third,  by  the  enactment  of  a  law  giving  to  the 
Inteistate  Commerce  Commission  the  power,  whenever  complaint 
is  made  that  a  given  state  rate  discriminates  against  interstate  nxUis, 
to  declare  that  ascertainment  of  the  reasonableness  of  such  stat' 
rate  is  essential  to  a  correct  determination  of  the  existence  or  the 

'•Sm^Uu  V.  Amea,  160  U.  S.  466. 

■  Jtetion  1  of  the  Act  to  Regulate  Commerce  providee  in  part:  "All  charges 
omkIs  for  any  nrvice  reodered  or  to  be  rendered  in  the  tranajwrtation  of  passenKera 
or  property  .  .  .  .  ■•  aforesaid,  or  in  connection  therewith,  shall  be  just  and 
rtMonabla;  and  erwy  unjuai  and  unreaaonable  charge  for  such  service  or  any 
pari  Ihmof  it  proh&iitsd  and  declared  to  be  unlawful. " 
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noD-«»BWtioe  of  the  prsferenoe  or  fHmrimiMlioB»  and 
datonniiie  the  rennoniNoa—  or  the  imveMOMblsMM  of  Hm 

rat«  M  fully  and  compleioly  at  if  dealing  with  an  ini 

Nation AUZATioN  or  IlATia  a  CoNTiKUDfo  PaoBUUi 

It  would  seem  to  be  immaterial,  lo  f ar  aa  federal  ponor  to 
oationaliie  ratea  ia  oonaidered,  whether  the  federal  foivenuiieol 
contiiiuea  to  operate  the  raiboada  under  the  proelamatioo  of  Um 
Praaident,  under  date  of  Deoember  26»  1017,  or  whether  the  fedend 
'">vemment  should  finally  purohaae  the  railroada. 

In  any  event  the  power  to  regulate,  oontrol,  operate,  or  own 
muAt  come  from  (  onKreas,  and  it  oaa  oxereiae  onty  the  powers  that 
**  fuub  in  the  Constitution. 

The  joint  resolution  of  April  6,  1917,  deolaring  war  afainat 
Germany,  the  joint  resolution  of  December  7,  1017,  declaring  war 
g|ru:..^t  VMstria,  and  Section  I  of  the  act  approved  Auguat  20,  1017, 
aii  ^  the  President  in  time  of  war  to  take  poaaeaaioik  of  any 

system  or  systema  of  transportation  (under  which  proviaiooa  the 
President  found  the  authority  for  his  proclamation),  gave  no  greater 
power  to  the  President  than  Congreaa  could  have  given  to  any  other 
officer  of  the  government  or  to  any  tribunal  created  by  it. 

Congreea  must,  in  the  first  instance,  decide  whether  or  not  it 
will  exereiae  any  power  granted  to  it  under  the  Constitution.  When 
it  108  to  exercise  a  given  power  it  may  chooee  the  form  of  the 

IcK-  .'.^.v..^  that  it  deems  necessary  and  appropriate  for  the  ezerdae 
of  the  power.*'  Conditions  existing  at  the  time  of  the  exereae  of  a 
power  may  determine  in  some  instanoee  whether  the  iegidation 
•^'loptcd  was  necessary  and  appropriate  to  carry  out  such  power.  If 
o  subject  matter  of  the  legislation  is  covered  by  a  grant  of  power 
the  Constitution,  and  there  appears  to  be  some  relation  between 
.:iO  power  and  the  legisUtion  adopted,  the  legislation  will  be  deemed 
to  be  neoeesary  and  appropriate." 

The  power  to  declare  a  war  is  one  of  extreme  responsibility  and 
ily  compelling  necessity  will  prompt  the  exercise  of  it.    A  state  of 


•  Article  I,  SaotioD  8  of  the  ConstitutkNi,  eootaim  pant  of  powen  to  Cod- 

the  lest  elaiM  of  which  is  MfcOlowe:  "AMilonakeaDlawswMehehallbe 

end  proper  for  cerryinK  into  edweution  the  foNfoiag  powen;  sad  aD 

>«r  powen  Tested  hy  this  Conatituiion  in  the  Oofveffameiit  d  the  United  Stales 

ia  say  departmeDt  or  ofBeer  thereof."    I^efel  Tmyitt  Cases,  13  Wall  5S8; 

^rtkrm  S4emiiim  Comtpany  ▼.  Umltd  SUUm,  103  U.  8.  84S. 

"  JleCnOod^  V.  MorylaNd,  4  Wheat.  418;  LofMi  ▼.  C/aiM  aMss,  144  U.  &  82. 
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war  crealae  an  emergency  that  would  justify,  as  appropriate  and 
neoeemy,  any  kind  of  an  act  that  would  even  remotely  assist  in  the 
prOBOCWitinn  of  the  war.  Under  war  conditions,  a  declaration  by 
CongreeB  that  the  railroads  and  other  common  carriers  of  the  coun- 
try were  necessary  for  public  use  in  carrying  on  the  war  would  justify 
the  moet  liberal  construction  of  the  law  by  which  such  properties 
were  converted  to  the  public  use,  as  being  necessary  and  appropriate 
to  get  the  full  use  of  the  power.  This  is  not  to  say,  however,  that 
limitations  on  Congressional  action  can  be  disregarded.  While  it  is 
for  Congress  to  declare  the  necessity  for  converting  private  property 
to  public  use,  it  must  observe  the  fifth  amendment  when  it  comes 
to  the  matter  of  compensation.**  And  during  the  war,  or  after  the 
war  ends,  if  Congress  should  determine  that  full  and  complete  regu- 
lation of  commerce  among  the  states  requires  ownership  by  the 
government,  it  could,  under  the  provisions  of  the  Constitution 
authorizing  it  to  pass  such  rules  and  regulations  essential  to  the 
carrying  out  of  that  power,  properly  provide  for  the  manner  in 
which  the  change  of  ownership  could  be  brought  about,  subject  at 
all  times  to  the  limiting  provisions  of  the  Constitution. 

Then  again,  the  government  might  at  the  termination  of  tl 
war,  by  appropriate  legislation  take  over  the  ownership  of  the  c;i 
riers  on  the  ground  that  they  were  necessary  and  essential  for  can 
ing  on  the  proper  functions  of  the  government.     They  might  prop(  i 
ly  be  considered  as  necessary  to  the  equipment  and  maintenance  of 
the  army  and  the  navj^  to  the  movement  of  troops,  or  materials  and 
supplies  to  and  from  forts,  arsenals,  or  other  government  factorip« 
or  buildings,  as  well  as  for  the  handling  of  United  States  mails.    Bi 
in  these  instances,  a  transfer  of  the  title  to  the  real  estate  located  i 
the  various  states  would  not  give  to  the  federal  government  con 
plete  legislative  control  thereover,  unless  the  legislatures  of  t) 
various  states  consented  thereto."    The  federal  government  would 

»•  Mcntmgahda  Naiigaium  Company  v.  United  States,  148  U.  S.  312. 

•  The  Constitution,  by  Article  I,  Section  8,  clauBes  12  to  17,  inclumvc,  pr< 
▼idei  M  foDowB*. 

"Tbe  Coogiran  ahail  have  power    .... 

"To  rain  and  support  armieB,  but  no  appropriation  of  money  to  that  use 
ibaU  be  (or  a  longer  term  than  two  yeam." 

"To  provide  and  maintain  a  Navy." 

"To  make  rules  for  the  government  and  regulation  of  the  land  and  naval 
(c 
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:  I  such  property  the  same  as  any  other  proprietor.     It  k  not  dear 

t  the  rule  as  to  the  lafielattve  control  over  the  real  estate  in  the 

ditTcrtiit  states  is  any  different  if  the  federal  government  should  take 

- '  ^  '>  ownership  of  the  railroads  under  the  power  in  the  ooomieroe 

>f  the  Constitution. 

Even  though  the  government  becomes  the  owner  of  the  rail- 

{^  it  iit  not  l>elieved  that  the  President,  or  any  other  offioer  of  the 

!  Minont  who  might  be  designated,  or  any  tribunal  ersatad,  eould 

'  !  the  transportation  of  goods  of  private  dtasens, 

1      of  reasonableness.     It  would  not  be  in  keeping 

?!  •     ;  :i    u!  American  institutions  to  permit  the  government 

to  tHki*  over  the  railroads  and  then  charge  the  shipping  public  rates 

*^  \t  were  unreasonable. 

Hail  transportation  has  become  an  absolute  necessity  to  the 

coiinnorce  of  the  country.    It  is  necessary  because  it  is  not  possible 

for  r\  ory  community  to  produce  everything  it  consumes;  tberefora 

ino  «nrphi808  in  other  communities  must  be  moved  to  the  oommuni- 

)g  them.     If  Congress  should  give  to  the  President,  or 

,.f  .1...  {Tovemmcnt,  or  some  tribunal  created  thereby, 

<h  mtoft  without  an  bpportunity  for  the  parties 

m  1  :^rant  would  l)e  one  of  doubtful  validity. 

But  ..  '  ^'f-  power  to  pass  an  act  of  that  char- 

actrr   ;  ry  action  on  the  part  of  the  person 

or  '  Id  not  be  immune  from  judicial 

"To  pcovkie  for  oalling  forth  the  militia  to  ezeouto  the  lawe  of  the  Unkm, 
wpprcn  imunectiona,  and  repel  invasioQs." 

"To  provide  for  organising,  arming  and  diacipUning  the  militaa,  and  for  gov> 

fTTxlna.  surh  oart  of  them  as  may  be  employed  in  the  soviee  of  the  United  8Utet, 

e  States,  retpeotively ,  the  appointment  of  the  offievt,  and  the  aailho- 

•.  v......aig  the  militia  aooording  to  the  dieeiphne  prewribed  bf  OoagrMB.** 

"To  eseroise  eKoli»ive  legiriation  in  all  oaaee  whateoever,    ....    over 

ui  |iUce8  purchased  by  the  ooneent  of  the  legislature  of  the  state  in  which  the  nine 

kkudl  be,  for  the  ereotion  of  forts,  megsrines,  arsenah,  dodc-yards,  and  othsr  need- 

tHiOdings."    Fort  Lmmmwortk  RaOroad  Company  r.  Low$,  114  U.  8.  SSI; 

ago,  ste.,  AoOreod  Compmtg  ▼.  JTeOKim,  114  U.  8.  646. 

By  ArtielB  1,  Seetkm  8,  elaase  7,  the  Cooalittttkm  provida:  ''The  Oo^pwa 
^HaU  have  power 

"To  establish  post  offices  and  post  roads."  CImtimti  BaOrood  Compamif  v. 
■  tJUtn  Cmal  Company,  5  Fed.  Cases  2890. 

*  Dtggt  ▼.  Hilekoodi,  229  U.  a  103,  170-171. 


REGIONAL    RAILROAD    COMMISSIONS:    THEIR    RELA- 

TION  TO  THE  STATE  COMMISSIONS  AND  TO 

THE  INTERSTATE  COMMISSION 

By  J.  E.  LovB 

Any  pooBible  discussion  of  this  subject  will  suggest  in  the  mind 
of  the  reader,  at  the  outset,  doubt  as  to  the  situation  with  respect 
to  regulation  that  existed  when  the  discussion  was  prepared.  For 
this  reason,  let  it  be  understood  that  the  following  observations  are 
made  in  the  light  of  the  railroad  situation  as  of  January  10, 1918. 

The  writer  would  be  exceedingly  glad  to  be  the  author  of  a  sug- 
gestion that  would  relieve  or  end  the  troubles  of  the  transportation 
industry  in  its  relation  to  the  public,  or  to  make  such  comment  upon 
suggestions  already  mad^  by  others  as  would  materially  contribute 
to  that  end.  Mr.  Dooley  once  remarked  that  "a  real  statesman  is 
tlie  man  who  finds  out  which  way  the  procession  is  going  and 
the  stick  away  from  the  drum  major."  The  writer  would  1< 
to  qualify  as  the  statesman  to  lead  the  procession  of  transportation 
affairs  to  the  goal  of  satisfactory  regulation.  But  it  is  for  him  to 
join  the  procession, — not  to  lead  it.     The  stick  is  in  other  hands. 

The  regional  commission  idea  embraces  any  jurisdiction  broader 
than  that  of  state  lines  and  narrower  than  that  of  complete  and  ex- 
olushre  federal  jurisdiction.  It  is  given  consideration  because  of  dis- 
content with  conditions  existing  heretofore.  The  advocates  of  the 
idea,  or  of  the  development  of  an  idea  under  some  such  name,  fall 
naturally  into  two  classes:  persons  who  belieVe  that  any  sort  of 
state  regulation  heretofore  known  is  bad  and  contrary  to  the  i; 
tevesto  of  the  country  and  the  industry  involved;  and  p<  >  '  ho 
believe  that  state  regulation  has  not  failed  totally,  but  hn  m 

part,  and  should  be  superseded,  at  least  in  part,  by  somethii 
broader.  Those  who  believe  that  state  regulation,  coordinated  to 
the  extent  that  it  has  been  in  the  past  with  federal  regulation,  ha^ 
worked  satisfactorily  or  is  the  best  available  solution  for  the  prol 
lem  of  promoting  and  protecting  all  interests  involved,  and  those 
who  believe  the  only  solution  to  be  exclusive  and  complete  federal 
oootrol  or  regulation  are  not  in  favor  of  regional  commissions. 
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Another  fact  which  may  m  well  be  tUtad  KmIoto 
^ostioDB  of  record  on  the  subject  it  that,  while  a  eoodilkm  and  not 
(ory  confronU  the  country  today,  our  aubjeet  deak atrietly  and 
(laively  with  theory.  The  perM>o  who  aaki  the  piiblie  lo  lialeo 
:  pri'eentation  of  views  on  thii  subject,  therefore,  luoe  more  or 
i«  s.  I!  k  of  being  interrupted  by  someoiie  rising  to  make  llw  poiai 
ilmt  ihv  Huhject  is  Dot gennaoe to  tbesttuaiion. 

IxM)kinK  into  the  files  we  find  thai  discussioD  tooehiBg  this  sub- 
ject has  been  going  on  for  five  or  six  years.    The  oeareil  Uiing  to  a 
'"'Mite  pbui  results  from  three  or  four  ideas  stated  at  different  times, 
suggests  a  system  of  regional  commissions  with  working  head- 
rters  at  various  points  throughout  the  country,  such  commisMOS 
•>  organised  with  one  of  the  memben  of  the  Interstate  Commeree 
amission  or  a  person  to  be  appointed  by  the  Prendeoi  aa  ehair> 
man  and  including  one  representative  from  the  personnel  of  the 
flate  conunissions  that  are  supplemented  or  supplanted  by  the  re- 
gional juriidietion. 

So  far  sa  the  writer  is  informed,  this  plan  is  the  only  one  offered 
as  anything  between  dual  or  state  and  federal  regulation  and  regu- 
lation l)y  the  federal  government  exclusively.  What  is  known  as 
the  *' Philadelphia  plan''  and  some  other  suggnstinns  of  similar 
..i..ro..i,.r  lu^ve  received  some  consideration  as  offering  a  eolution 
•lems  heretofore  troubleeome,  but  they  are,  universally, 
pf«dioated  upon  complete  elimination  of  state  regulation  of  any  sort 
or  in  any  degree.  They  need  not  and  should  not  be  discussed  as 
•uggeeting  regional  commission  control. 

Writers  on  the  transportation  question,  eepeeially  thoee  openly 

-«i>res8ing  the  feeling  of  the  railroad  managers  on  the  subject,  have 

^kag  complained  of  the  burden  of  responeibility  to  "forty-nine 

^■^STB,"  intending  by  the  interminable  reiteration  of  this  oom- 

IHm  to  make  the  public  believe  that  most  of  the  railroads  ol  the 

HMtiitry  have  been  accountable  to  forty-eight  state  commiseions  and 

rsiate  Commerce  ConunisBon.    The  fact  that  there  are 

\'-eeven  state  eommissions  of  any  character  having  to  do 

ity  regulation  has  eecaped  them,  and  they  have  never  pub- 

list  of  railroads  subject  to  as  many  as  nine,  not  to  mention 

...ae,  jurisdictions.    But  there  is  no  use  dilating  upon  this 

••  of  the  situation.    Readers  of  this  publioation  undentand 

Hirfectly  that  the  unfairness  and  inaocuraey  of  the  eea^ilaint  re- 
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ferred  to  are  present  in  luir''  'linirco  in  much  of  the  pTopapanda  in 
favor  of  reduced  roKulMiinn  mid  increased  rates  with  which  the 
country  has  been  surfeited  in  recent  years.  But  be  that  as  it  may, 
it  is  urged  for  the  regional  commission  idea,  as  above  described, 
that  it  would  reduce  the  number  of  "masters"  materially  and  thereby 
be  of  advantage. 

It  is  further  urged  in  support  of  this  idea  that  matters  of  lim- 
ited importance,  that  is,  involving  only  state  questions  or  state 
interests,  would  be  considered  and  disposed  of  alike  in  all  the  states 
of  the  region  if  given  the  benefit  of  consideration  by  a  regional  com- 
mission; that  uniformity  would  also  be  secured  in  rates,  rules  and 
regulations  of  various  states  of  the  regional  jurisdiction  in  which, 
presumably,  transportation  conditions  would  be  similar;  tli 
imaginary  state  lines  would  be  largely  eliminated  from  con 
Uon  in  dealing  with  most  of  the  matters  involved,  resulting  in  a 
community  of  interest  between  members  of  state  commissions,  1 
twecn  the  state  and  interstate  commissions  and  also  between  i 
carriers  and  the  various  commissions  to  a  far  greater  extent  than 
has  heretofore  been  the  case;   and  that  these  results  would  be 
complished  without  complete  relinquishment  of  the  state  com 
idea,  which  unquestionably  would  be  relinquished  by  many  states 
only  under  the  most  severe  pressure. 

To  safeguard  the  federal  government  in  its  power  over  such  mat- 
ters as  have  heretofore  been  under  exclusive  federal  control  there 
would,  of  course,  be  available  an  appeal  from  decisions  of  the  pro- 
posed regional  commission  to  the  Interstate  Commerce  Commission 
as  at  present  constituted,  and,  as  to  matters  now  so  appealabh 
the  Supreme  Court  of  the  United  States. 

Objections  to  the  adoption  of  any  such  plan  as  herein  outlined 
rest  chiefly  upon  the  ground  that  there  would  be  entailed  an  addi- 
tional expense  of  regulation,  with  further  delay  in  getting  > 
and  that,  while  a  step  in  the  right  direction,  it  does  not  ot 
complete  relief  that  the  situation  demands.     In  other  words,  most 
of  the  objectors  are  in  the  position  of  refusing  to  considor.     The>' 
desire  complete  elimination  of  state  commissions  and  all  scmblanrf 
of  state  regulation,  demand  it  as  a  sine  qua  non,  and  are  willing' 
diictiss  nothing  which  in  any  way  preserves  that  idea. 

The  writer  does  not  at  this  time  give  his  personal  indorsemem 
to  the  regional  coomiission  idea,  nor  does  he  reject  it  in  toto.    Con 
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ins  known  |i6retofore  have  gone  and  may  00m  inium  Hit 
experience  and  obeervation  have  reaulted  in  the  eoarielilMi,  how- 
ever, that  there  are  queettona,  hundiede  of  them  every  month  and 
thousands  of  thorn  every  year,  even  in  a  juriadietion  aa  liniilod  tar- 
ritoriuily  ae  that  of  the  Oklahoma  Corporation  Commlnion,  Ibai 
can  be  handled,  not  only  to  the  best  advantage  of  all  eoneerned,  i»- 
'  iding  the  railroads,  as  they  have  been  handled  herelofoie,  by 
te  oommiasions,  but  that  cannot  be  handled  aatiafaetoffily  by  any 
federal  board  of  control  located  at  and  operating  from  any 
point.  If  the  state  commission  is  not  to  be  continued  aa 
with  power  to  receive  and  diapoae  of  oomplainta  ariaiDg  on  a  bm>- 
mrfU's  notice  and  demanding  immediate  dispoaal,  something  in  its 
ftend  must  be  provided.  That  a  regional  oommisBion  organised  on 
any  phin  that  might  be  devised  could  handle  such  matters  with 
satisfaction  to  the  public  is  possible,  but  it  is  exceedingly  doubtful. 
The  part  that  the  state  commissions,  many  of  them,  have 
playi'il  in  bringing  about  a  spirit  of  popular  cooperation  in  increasing 
the  t  nicicncy  of  the  transportation  systems  of  the  country  as  a  war 
machine  has  been  important,  and  has  been  performed  more  promptly 
and  with  Ivtti  r  success  than  could  have  been  accomplished  through 
any  governmental  agency  less  local  in  jurisdiction  than  the  state 
commission. 

Some  time  before  war  was  declared  the  Oklahoma  commission 

jan  safeguarding  the  communities  of  this  state  against  coal 

'^^  *^ -^  winter.     It  induced  the  purchase  of  hundreds  of  cars  of 

alers  in  communities  that  would  have  suffered  acutely 

before  this  time  had  not  this  effort  by  the  commission  been  put  forth. 

A  federal  or  even  a  regional  authority  could  not  have  secured  the 

sar  of  the  public  as  it  was  secured  by  the  state  commission^  and  the 

lesolts  secured  had  not  the  state  commission  been  available  for  the 

"*"^-^^ion  of  the  need  of  the  hour  would  undoubtedly  have  been 

ly  unimportant,  if  not  negligible. 

lin  8er\nce  for  many  towns  in  Oklahoma  has  been  curtailed; 

'  '-  ns  have  been  denied;   communities  have  been 

ntent  with  depot  facilities  clearly  inadequate; 

of  fuel  or  perishables  has  been  expedited;  building 

I  ^  V  been  searched  out  in  congssted  yards  and  hurried  to 

with  benefit  to  the  contractor,  the  kborer  and  the  ear 

taiuation;  the  urgent  need  for  cars  for  moving  stock  haa  been  die- 
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covered  and  the  need  supplied  in  scores  of  instances;  and  innum- 
erahle  oUiar  oom plaints  of  nnany  kinds  have  been  handled  informally 
bol  flffMrtively  with  the  result  that  traffic  conditions  and  the  finan- 
eial  balance  sheet  of  both  the  carriers  and  the  shipping  public  have 
baeo  benefited.  The  railroads  of  Oklahoma  have  l)een  enabled  to 
4c  more  to  win  the  war  because  of  the  activities  of  the  Oklahoma 
COnUBicBion.  Further,  and  perhaps  even  more  important,  complaint 
over  the  extraordinary  situation  has  been  brought  to  an  irr(Kluciblc 
minimum,  converted  into  cheerful  acquiescence,  and  finally  into 
eothnnaatic  oodperation  on  the  part  of  the  public.  This  result 
has  been  accomplished,  unquestionably,  more  quickly  and  more 
thoroughly  than  could  have  been  done  through  any  agency  other 
than  the  state  commission.  The  bearing  of  these  facts  upon  the 
refponal  commission  idea  will  be  apparent. 

George  Ade,  the  Hoosier  humorist,  recently  remarked,  accord- 
ing to  the  government's  daily  Official  Bulletin,  that  the  declaration 
of  a  man  between  30  and  50  to  a  man  of  draft  age,  that  he  would  be 
keen  to  enlist  if  not  too  old,  would  not  be  believed,  even  if  it  were 
interesting.  If  the  views  here  expressed  by  the  chairman  of  a  state 
commission  on  the  subject  of  a  proposal  to  seriously  impair  or 
abolish  powers  of  a  tribunal  of  which  he  is  a  member,  and  of  whose 
value,  financial,  material  and  moral,  to  the  public  it  serves  he  is 
perfectly  sure,  be  subject  to  discount  on  the  ground  that  the  per- 
sonal factor  in  the  equation  is  not  susceptible  of  elimination,  be 
suggests  merely  that  the  views  of  other  supposed  authorities,  whose 
responsibility  is  different  but  whose  personal  interest  none  the  less, 
be  weighed  in  the  same  balance. 

As  already  suggested,  it  is  more  than  likely  that  conditionfi 
heretofore  complained  of  because  of  too  much  or  too  little  regula- 
tion have  gone  to  return  no  more.  It  is  inevitable  that  govern- 
ment control  on  a  military  basis  will  develop  benefits  that  the  public 
will  demand  be  made  permanent  and  will  reveal  practices  that  the 
public  will  never  countenance  again.  With  competition  for  the  first 
time  in  American  history  under  the  ban  of  the  government,  with 
combines  of  systems,  pooling  of  traflfic  and  earnings,  and  many 
practices  heretofore  outlawed  invoked  as  the  order  of  the  day,  tho 
mbiieot  of  regional  commissions  for  railway  regulation  becomes  so 
BMDifestly  one  susceptible  only  of  speculation  and  conjecture  ss  to. 
justify  leaving  it  with  the  reader  of  The  Annals  for  such  furthei 
consideration  as  his  fancy  may  dictate. 


TRF  TOMORROW  OF  V! NANCE 

By  8.  N.  Paitkn 

A  man  to  whom  I  was  quoting  figures  exdatm«d:  "I  cannot 
f  fnrik  in  tornifl  of  billioDS. "    ThiB  inabOKj ilhi8tjmt«i  a  defect  in  the 

iilar  thought.  Men  educated  in  a  particular  industry  can  think 
Hi  ita  tenooa  but  they  become  loet  when  a  national  budget  b  preeented. 
In  most  eases  the  situation  is  even  worse  for  they  think  only  in 
terms  of  a  family  budget.  The  majority  of  families  have  not  even 
lisen  to  this  ooncept  but  merely  spend  when  th^  can  and  seek 
eredit  for  their  deficit.  It  is  no  wonder  that  th^  beoome  eonfuied 
when  the  nation's  budget  is  presented  and  even  with  the  best 
>ns  make  serious  mistakes  when  they  undertake  to  handle 
^  ..ment  problems.  Whether  we  will  or  no,  the  national  budget 
is  in  terms  of  billions  and  solutions  of  national  problems  can  be  found 
only  when  a  budgetary  view  of  national  affairs  is  adopted.  Hugs 
as  the  railroad  problem  is  by  itself,  it  cannot  be  settled  apart  from 
the  other  problems  of  national  finance.  Nor  can  we  settle  the  food 
problem,  the  fuel  problem  or  the  shipping  problem  without  a  like 
reference  to  the  rclatod  pro!)lpms,  narh  represented  by  its  billions 
in  national  fmancc. 

This  |x)pular  conf  u&ion  of  thought  is  represented  by  the  action 
of  Congress  wliich  appropriates  20  billions  for  war  purposes  and 
authorizes  only  4  billions  of  taxes.    Revenue  measures  all  have  this 

Me  defect, — a  lack  of  reahaation  of  the  magnitude  of  the  problsinB 

l»e  faced.    It  is  easy  to  suggest  means  of  raising  2  billions  or  even 

illions  of  taxes.    The  proposer  thinks  he  has  done  his  duty  by 

suggesting  some  small  increase  of  taxation,  fofflsUing  thai  the 

deficit  he  leaves  unpro%nded  for  will  disorganise  not  only  public 

•tit  but  also  private  enterprise  unless  it  is  met  in  some  adequate 
way.  If  private  enterprise  is  not  to  be  disorganised  capital  miMt  be 
forthconung  regularly.  The  capital  needs  of  the  railroads  have 
l)een  forced  upon  our  attention  and  must  call  for  consideration  under 

y  system  of  government  regulation,  control  or  ownerahip.  TIm 
.  oblem  of  capital  is  but  part  of  the  htfger  problem  of  a  national 
budget.    Capital  can  come  from  two  sources — profits  or  savings. 
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Lattertx  it  has  come  from  profits.  In  the  tomorrow  of  finance  it 
miMi  oome  from  savings.  This  is  the  issue  tliat  the  railroads— 
indeed,  all  industry — must  meet. 

This  brief  introduction  brings  me  to  the  heart  of  the  problem 
and  indicates  the  way  the  problems  of  national  finance  should  l)e 
met.  Our  railroads,  our  food  and  our  industry  are  parts  of  a  na- 
tional budget  which  we  must  visualize  before  any  one  issue  can  be 
adequately  faced.  The  year  1914  was  the  last  year  of  normal  peace 
conditions.  By  contrasting  the  budget  of  this  year  with  that  of 
1918  the  exigencies  of  our  present  situation  can  be  clearly  seen. 
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The  year  1914  was  a  year  of  sound  prosperity  and  of  it  the  facte 
are  well  known.  The  basis  of  my  budget  is  the  income  of  that  year 
which  is  usually  placed  at  30  billions.  The  addition  I  have  mad^ 
which  is  the  only  unique  feature  of  the  table,  is  an  endeavor  to  est i 
mate  the  waste  of  the  year.  We  overestimate  the  evils  of  economic 
■tiew  if  we  do  not  show  the  economy  which  reduced  income 
impoaee.  A  war  budget  of  10  billions  does  not  mean  a  like  diminu- 
ti<m  in  national  welfare.  The  reduction  of  waste  eases  the  situation 
and  prevents  acute  suffering. 

By  waste  I  mean  any  loss  of  material  which  does  not  result  in 
full  produetion.  If  the  material  for  three  suits  of  clothes  passes  into 
tha  eonaaiiier's  hands  only  as  two  suits,  there  is  waste.  If  a  hotel 
buys  twice  the  quantity  of  food  which  the  consumers  get,  there  is 
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WMta.    80  also  it  it  wusit  if  willing  worken  omi  find  noma^kifmm^ 

or  if  they  are  prevented  from  working  by  unneoewiary  aiekjieai. 

'  !<I  all  these  maladjustmenU  together  and  the  sum  ai  aoBual  waste 

umes  a  striking  magnitude.    It  is  a  modest  statement  to  affirm 

that  the  production  which  doee  not  reach  the  ultimate  '^'^■^■'inff 

'  I^4  the  failure  to  produce  which  known  methods  oould  have  pfs* 

ted,  amount  to  one-fourth  the  real  produetioii.    Waste  is  mA 

>ortant  in  estimating  the  income  of  past  years.    It  is  signifieant 

uniy  as  it  alters  the  pressure  which  a  period  of  national  stress  im* 

poses  .    Far  more  important  is  the  estimate  of  the  annual  amount 

of  earned  income  as  contrasted  with  the  surplus  enjoyed.    Heie 

'  i  mates  are  widely  different,  not  because  the  facts  are  in  question, 

because  of  differences  in  opinion  as  to  where  various  items  should 

be  placed.    The  ordinary  business  man  reckons  the  surplus  as  the 

amount  left  when  the  year's  expensss  are  paid.    Ue  thus  regards 

it  the  same  as  the  annual  increase  of  seeurity  values  which  amount 

to  five  or  six  billions  a  year.    A  single  taxer  assumes  it  to  be  the 

same  as  the  total  amount  of  ground  rent  which  is  perhaps  4  billions 

a  year.    Capitalists  regard  their  interest  as  an  earned  income  and 

professional  men  likewise  count  their  earning  as  a  payment  for 

their  costs. 

These  estimates  I  have  discarded  as  expressions  of  personal 

feeling  which  creates  a  bias  in  each  group  in  favor  of  its  own  form 

of  income.    All  the  confusion  about  the  distribution  of  wealth  is 

involved  in  this  discussion  and  all  the  uncertainty  of  its  results.    If 

the  various  claims  were  added  they  would  not  tally  with  the  known 

national  income  but  would  greatly  exceed  it.    The  general  rssuH 

is  the  denial  of  the  power  of  the  government  to  make  large  escpendi- 

tures.    Each  class  wants  its  share  exempted  and  what  is  left  may 

'  "Hoe  to  meet  the  ordinary  expenses  of  government  but  it  is  not 

ugh  to  meet  the  expenditure  of  a  great  war.    Can  we  meet  the 

>enses  agreed  to  by  Congress  for  the  year  1918?    " No"  must  be 

answer  if  these  class  estimates  are  aeo^ted.    Who  has  diseov- 

1  how  to  raise  more  than  four  billions  on  the  basis  he  aeoeptat 

it  was  impoesible  to  raise  the  tax  rates  higher  than  they  were  placed, 

80  great  was  the  pressure  from  many  groups  each  with  its  own 

special  interests  to  guard. 

The  solution  is  not  to  accept  any  of  these  pleas  but  to  base 
exemptions  on  vital  needs  measured  objectively.    The  real  surplus 
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m  the  differanoe  between  the  amount  produced  and  that  needed  to 
nainUin  the  personal  welfare  of  the  population.  We  now  have 
aeeurate  measures  of  the  demands  for  food,  shelter  and  clothing. 
The  figures  show  that  they  are  from  $600  to  $800  a  year,  varying 
with  the  sise  of  the  city  in  which  people  live.  But  this  $800  for 
Imrge  cities  represents  food  prices  as  paid  in  retail  stores.  There 
vtt  profits  to  someone  on  these  sales  and  on  the  house  rents  repre- 
senting land  values.  Labor  costs  would  thus  be  these  prices  minus 
the  profits  of  storekeepers  and  landlords.  A  fair  estimate  of  labor 
eoats  would  be  about  $500  a  year  per  family  or  $100  a  year  prr 
person.  A  sum  of  10  billion  dollars  a  year  is  thus  needed  to  suj 
port  the  population  of  1914  at  the  prices  then  prevailing.  What 
is  not  included  in  these  costs  is  surplus.  With  it  the  people  buy  tho 
eomforts  and  luxuries  they  enjoy  but  which  they  could  forego  will 
out  physical  detriment  if  a  period  of  national  stress  demanded 
the  sums  thus  expended  for  national  purposes.  We  may  there- 
fore assume  that  in  1914,  of  the  30  billions  of  income,  10  billions 
was  needed  for  the  physical  welfare  of  the  people  and  that  20 
billions  was  a  surplus  which  might  be  diverted  to  national  pur- 
poses without  a  lowering  of  the  standard  of  life.  No  such 
sacrifice  of  comforts  and  luxuries  has  been  demanded  nor  is  it  likol^ 
to  be.  It,  however,  represents  what  Germany  is  doing  and  wh^ 
the  German  people  have  held  out  so  long  and  so  well.  Such  suffer- 
ing as  Germany  has  had  to  endure  is  not  the  result  of  the  reduction 
of  income  which  has  been  demanded  but  of  wrong  estimates  made  n* 
the  beginning  of  the  war.  The  new  view  of  food  values  was  n< 
accepted  by  the  Germans  at  the  l>eginning  of  the  war.  As  a  result 
they  killed  off  their  live  stock  too  rapidly  and  could  not  replace  it 
when  they  found  their  shortage  was  in  fats  and  not  in  proteins. 
Such  a  mistake  may  be  fatal  to  a  blockaded  nation  like  Germany 
but  it  does  not  affect  America  with  its  generous  supply  of  all  needed 
commodities.  We  could  feed,  clothe  and  house  our  people  for  $100 
per  person.  The  rest  is  surplus  on  which  the  nation  has  a  fir- 
claim. 

Such  are  the  problems  of  sustenance.  The  increase  of  pros- 
perity on  which  the  increase  of  siu-plus  depends  is  largely  a  question 
of  the  increase  of  capital.  A  conservative  estimate  of  this  increase 
is  2  billion  dollars  a  year.  This  means  that  production  exceeds 
eODSlimpiion  by  this  amount.    The  sum,  however,  grows  with  every 
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improvement  in  the  pfocMiM  of  produotioii  or  ia  the  utillMtioD  ci 
the  labor  force.  T1i€M  improTWMiite  tM  about  900  milBoii  to 
the  surplus  eaeh  ymi  and  tbow  our  imto  of  tmiaal  progww.  But 
far  different  from  thete  estimatet  are  tboee  of  the  iiinrniw  of  y$ham. 
The  increase  of  values  is  the  increase  of  security  vahtes  determtnod 
by  the  market  price  of  stocks  and  bonds.  Of  thsae  priees,  our 
knowledge  is  fairly  complete  and  indicates  an  increase  of  ralues  fmn 

to  ti  billions  a  year.  The  increase  of  security  values  is  thus  more 
uu&n  ilouble  the  increase  of  capital  as  measured  in  stock  and  pliyii- 
cal  iinprovements.  This  is  due  to  the  low  rate  of  interssl  wfaieli 
fives  hi^h  aecurity  Milues.  We  have  a  nominal  rate  of  interest  (4 
per  rent)  in  which  values  are  estimated  when  the  real  rale  is  nearer 
8  |NT  rent.  8o  long  as  the  two  rates  are  so  far  apart,  the  rapid  rise  of 
security  values  is  inevitable.  The  values  thus  made  are  not  real  but 
estimates  based  on  the  rate  of  interest.  We  are  said  to  be  worth 
2(K)  Inlliona  but  a  riiie  of  the  interest  rate  from  4  to  5  per  cent  would 

ke  a  quarter  from  these  estimates. 
The  budget  of  1918  represents  the  conditions  of  January  1  and 
\n  therefore  subject  to  change  as  the  facts  of  the  year  become  more 
fully  known.  The  essential  difference  is  due  to  the  rise  of  prices. 
Of  this,  \'ariou8  estimates  have  been  made  varying  from  60  to  100 
per  cent.  The  cost  of  living  has  risen  88.5  per  cent  aeoording  to 
the  figures  of  the  Federal  Department  of  Labor.  Agricultural 
produce  of  practically  the  same  amounts  valued  at  10  billions  in 
1911  were  valued  at  21  billions  at  the  dose  of  1917.  It  would  mem 
therefore  1liat  an  increase  of  75  per  cent  was  a  conservative  estimate 
and  on  *^  -  '  ""is  the  money  value  of  the  national  income  would  rise 
from  i  us  in  1914  to  70  billions  in  1918.     The  figures  I  use 

for  w.«vsu'  (io  not  ifiean  an  increa.se  in  the  amount  wasted  but  in 
thr  '  f  what  is  wasted.  Rises  in  wages  are  difficult  to  csttnuite 
a^  •  different  in  the  various  occupations.    Unskilled  labor 

h:i  I  a  net  advantage  through  the  rapid  rise  in  its 

rn  a  out  skilled  labor  and  the  lower  range  of  salaries 

h:i  it  little.    Between  groups  as  varied  as  they  are  H  is 

hard  t  tn  average.    There  can,  however,  be  little  doubt  but 

th'  •  '  -  nnd  the  salaried  groups  have  as  a  whole  suffered 

b>  .  rise  of  00  per  cent  is  probably  an  overestimate  of 

th»»  :i.i\:itT ;..-.>  they  have  received. 

Uii  iiii»  l>aais  the  money  value  of  the  national  surplus  would  be 
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about  40  billion  dolUra  of  which  the  government  takes  15  billion 
in  taxes  and  bond  isBues.  This  would  leave  5  billions  still  in  the 
hands  of  producers  as  extra  profits,  an  estimate  which  is  probably 
below  the  actual  figures. 

Great  inroads  have  also  been  made  in  the  stock  of  goods,  so  great 
in  fact  as  to  change  the  surplus  of  1914  in  many  cases  into  a  deficit. 
This  shortage  we  are  beginning  to  feel  and  will  feel  more  severely  as 
the  year  progresses.  The  12  billions  of  stock  held  in  1914  has  been 
reduced  to  below  4  billions.  My  estimates  are  based  on  these  facts. 
The  excess  of  exports  over  imports  for  the  three  years  from  1914  to 
1917  inclusive  was  8  billion  dollars.  In  return  for  this  we  have 
received  about  5  billions  of  American  securities  held  abroad  and  3 
billions  in  cash.  As  there  has  been  little  or  no  reduction  in  the 
amount  consumed,  the  condition  of  today  differs  from  that  of  1914 
namely  in  the  reduction  of  stock.  Goods  have  gone  out  while 
securities  and  gold  have  flowed  in. 

In  addition  to  this  change  there  has  been  an  actual  loss  of 
industrial  capital.  The  railroads  have  not  kept  up  their  rolling 
stock,  the  evil  effects  of  which  we  now  keenly  feel.  Manufacturers 
have  saved  by  using  their  machines  and  tools  for  a  longer  time  and 
thus  reduced  current  expenses  at  the  expense  of  the  future.  Many 
factories  have  been  transformed  into  mihtary  establishments  which 
process  reduces  the  industrial  capital.  Such  a  factory  must  l- 
rated,  not  as  it  yields  for  war  purposes,  but  as  it  will  yield  when  i 
is  again  put  to  industrial  uses.  The  income  of  war  plants  is  no; 
national  income  but  a  part  of  the  expenses  of  war. 

The  loss  in  security  values  has  also  been  equally  severe.  The 
amount  of  securities  listed  on  markets  are  estimated  at  40  billions 
and  the  average  decline  in  value  has  been  25  per  cent,  thus  making 
a  loss  of  10  billions  in  values  to  be  added  to  the  loss  of  10  billions  in 
good<s.  The  amount  of  bank  deposits  were  18J  bilUons  in  1914  und 
26|  billions  in  1917.  This  seems  a  gain  but  if  the  rise  in  values  has 
been  75  per  cent  the  deposits  of  1917  would  purchase  6  billions  le«^^ 
goods  than  would  the  deposits  of  1914  at  the  prices  which  now  pre 
iraiL  These  all  represent  pre-war  losses.  Our  war  expenses  come 
tinder  another  head.  Of  the  bonds  sold  at  least  4  billions  were  still 
in  the  hands  of  the  banks  or  related  institutions  at  the  beginnin}^  of 
the  year.  The  public  have  promised  to  take  much  of  this,  thus 
relieving  the  pressure  on  the  banks,  but  it  must  be  done  by  a  con- 
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traetion  of  ezpendtum  on  tiietr  part  in  the  ymr  1918.  It  »  a 
dafioH  w«idiinff  on  national  wiooroeB  until  thoaa  promifM  are  ful- 
aUed. 

The  e<|Uiliijnu  f  tljc  l»u<lKot  of  pjl  I  N'ft  n  Hurplunof 

2  billionn   for  futm  nt.     (Jivun    the  hhiiic  ilih|Kj«ition  in 

spend  in  1018,  an  increaaed  government  expenditure  of  16  hilliotiA 

loilara.    A  new  aqntHhthnn  tfaua 
1  in  personal  expenditwe.    There 

little  in  the  history  of  the  last  three  years  to  show  that  meeenres 
II  "  nroduee  the  dedred  result.    The  year  1917 

•Ik  in  personal  expenditure.    Many  have  doubt- 

less promised  to  save  in  the  year  1918  but  promisee  ars  valueJese 
unless  measuri^-  *  'o  make  them  effective.    Were  the 

situation  mcrr'  ••  war,  we  might  regard  it  abnormal 

and  wait  f<  >  what  the  war  has  disturbed.    There  is, 

ho.s  f he  situation  is  the  normal  outeoam 

nf  were  manifest  before  the  war  but 

ive  forces  only  under  the  pressure  which  the 
:  10  billions  of  extra  funds  been  demanded  at 
rii  years,  the  same  crisis  in  national  finance 

•aid  have  occurred.  The  reason  is  that  there  has  been  a  sharp 
increase  in  the  urgency  of  consumption  due  to  the  eheapening  of 
comforts  and  luxuries  which  thus  produces  an  increased  desire  to 
spend.  At  the  same  time  the  increased  security  of  saUned  incomes 
has  rodiired  the  willingness  to  save.  An  annual  expenditure  in  the 
form  (»f  life  insmranoe  will  give  a  stability  to  family  life  which  a  real 
laving  fails  to  secure.  We  have  ceased  to  be  a  nation  of  savera  and 
have  become  a  nation  of  life  insurers.  This  means  security  and 
increased  happiness  but  it  does  not  involve  that  rapid  inersaee  of 
eapital  which  former  methods  encouraged.  The  low  birth  rate  adds 
to  the  intensity  of  present  expenditure  and  is  probably  its  rsaoH 
rather  than  its  cause.    But  it  tends  to  an  equilibrium  between 

penses  and  income  which  shuts  out  saving.  There  is  still  some 
i'.iving  among  families  whoee  incomes  are  under  $1 ,200  a  year.  The 
uncertainties  of  work,  of  health  and  of  life  keep  active  many  (vf  the 
older  economy  motives  and  make  an  annual  surplus  a  necessity. 
But  if  the  class  whoee  inoomee  range  from  $1,200  to  $4,000  were 
put  in  a  group  by  themaelveB,  they  would  probably  owe  society  more 
than  society  owes  them.    They  have  ceeeed  to  own  houses  for 
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Apttriment  lite  suits  them  better.    They  own  automobiles,  but 
ihtBy  are  in  debt  for  them.     They  may  go  to  high  priced  theaters 
lees  but  they  patronise  motion  pictures  more.    They  are  well  housec  1 
well  clothed  and  enjoy  summer  vacations,  but  all  these  add  to  the 
ursency  of  present  expenditure  and  leave  less  room  for  the  saving 
by  which  capital  is  increased.     If  we  add  to  this  the  rapid  increase 
in  display  advertising  and  the  growth  of  department  stores  wc  < 
plele  the  picture  of  the  growing  power  of  expenditure  over 
saving  instinct. 

Tbeee  facts  are  not  war  facts  but  a  statement  of  tendencies 
elearly  evident  before  the  war  came  on.     I  have  frequently  called 
attention  to  them  as  a  social  change  to  which  industry  must  adjust 
itaelf.    The  war  has  made  a  crisis  in  that  it  increases  national  ex- 
penditure without  reducing  the  pressure  of  individual  wants.     The 
growing  deficit  of  pre-war  times  becomes  a  startling  fact  when  it  is 
coupled  with  the  present  war  expenses.     I  say  pre-war  deficit  hv 
cause  the  pressure  of  deficit  would  have  been  felt  then  if  it  had  not 
been  covered  by  the  savings  of  the  small  class  whose  incomes  exceed 
$5,000  a  year.     Their  profits  have  been  high,  leaving  an  c 
saving  in  the  face  of  increased  expenditure.     The  rich  inn 
had  probably  a  gross  income  of  10  billions  before  the  war,  of  which 
they  saved  perhaps  one-quarter.     This  would  account  for  all  ih' 
saving  made  at  that  time.     If  people  with  smaller  incomes  had  n<  > 
deficit  they  were  fortunate.     Certainly  the  class  as  a  whole  con- 
tributed a  negligible  sum  to  the  national  saving.     Many  compl 
are  made  that  all  the  increase  of  wealth  goes  to  the  rich,  but 
the  lack  of  motive  to  save  it  is  hardly  possible  that  it  would  b' 
otherwise.     Only  the  prosperous  have  an  income  which  exceeds 
tbeir  urgent  wants.    Families  with  medium  income  live  as  they  go 
and  the  workers  save  only  to  meet  the  exigencies  arising  from  sick- 
nev  and  non-employment. 

I  picture  this  pre-war  situation  so  as  to  show  the  crisis  the 
nation  then  faced.  The  period  from  1900  to  1910  were  flush  years 
in  which  large  profits  were  made.  The  industrial  surplus  was  placed 
on  the  investment  market  and  the  rate  of  interest  forced  thereby  to 
below  4  per  cent.  At  the  same  time  the  sources  of  amusement  and 
pleaaure  were  vastly  increased  making  a  pressure  for  consumption 
by  which  the  income  of  the  average  family  was  used  up.  rii« 
thus  ceased  to  save,  but  the  loss  of  these  savings  was  not  felt 
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beoMise  of  the  vsfti  a»urplui  made  iu  ibe  newly  ealarfed  iodutlnfli. 

r'<>y>iial  thus  oeMed  to  be  nyingi  and  beeune  indofliial  profit.    The 

rat«  of  intereit  forced  op  leeurity  valuee  to  aoeb  a  degree  that 

lollar  of  real  eapHal  beeame  two  doUan  of  valoee  in  eeciuity. 

i . .  1  u  lU,  the  eouroea  of  the  great  surplus  in  the  large  industriee  were 

in  a  measure  reduced  and  the  supply  of  freah  capital  fell  off.    A 

k  on  the  increase  of  capital  was  thus  created  wUeb  could  be  met 

Illy  two  ways.    Either  a  higher  rate  of  intereei  must  be  oiisred 

popular  Having  evoked,  or  higher  rates  mast  be  charged  so  that 

tmtrial  surplus  would  be  sufficient  to  permit  the  proper 

of  capital.    If  a  higher  rate  of  interest  were  offered  security 

vould  fall.    A  5  per  cent  rate  instead  of  4  per  cent  would 

iirity  values  by  a  quarter.    Naturally  this  solution  did 

,  , lo  the  nation's  finanders.    They  choee  the  other  plan 

of  forrinic  up  rates  so  that  the  increase  of  capital  would  come  from 

-  acquired.    This  policy  is  apparent  in  the  case  of 

vnhicB  would  be  most  affected  by  a  rise  in  interest 

rate.    £ver\  ::uniliar  with  the  struggle  about  rates  between 

>  Coiiimiflsion  and  the  railroada.    The  rates 

..^   railroads  refused  to  offer  hi^ier  rates  of 

intt  pped  making  improvements  and  practically  ceased  to 
ir  rollinic  stock  and  other  equipment.    A  crisis  in  rail- 
u  vfaa  thus  approaching  even  if  the  war  had  not  inter- 
vened.   Low  profits  and  a  low  rate  of  interest  do  not  match.    One 
must  yield.    But  the  issue  was  put  off  by  the  war  which 

...V  lime  brought  high  profits  and  has  reveraed  the  tendency 

for  lower  rates.    The  element  desiring  that  capital  be  created  out  of 
tits  is  again  supreme  and  will  probably  remain  so  while  the  war 
— i^.    But  the  issue,  although  delayed,  cannot  be  avoided.    A  sys- 
tem of  finance  that  depends  on  profits  to  create  new  capital  must 
1  one  direction  while  a  democracy  must  go  in  another.    The 
..  c  of  capital  as  well  as  the  expense  of  the  war  must  come  from 
t  profits  or  from  popular  economy.    Of  the  former  plan  all  are 
luimli.Hr  since  it  is  the  method  of  finance  on  which  recent  pfueperity 
l>H.s  depended.    With  democratic  finance  we  are  lees  familiar  and 
iiae  it  would  reverse  many  weU-estabttshed  financial  maxims. 
'    ciy  reduction  of  the  interest  rate  adds  to  the  value  of  what 
,  jsperous  have  and  creates  a  sharper  gulf  between  them  and 
the  less  fortunate  clasns.    The  less  the  rate  the  more  difficult  is  the 
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advAOCC  from  lower  to  hJKber  social  ranks.     It  may  seem  that  a 
feduoed  rate  is  of  popular  advantage  as  when  the  mortgage  rate  of 
intarai  is  lowered.    But  the  advantage  is  to  present  holders  onl 
They  gain  by  an  increase  of  values  while  to  others  the  difTiciilty  of 
acquiring  farms  grows.     A  low  rate  of  interest  means  high  farm 
values  and  a  growth  of  tenant  workers.     It  is  hard  to  find  a  locality 
where  the  rate  of  interest  has  fallen  l)elow  6  per  cent  without  break- 
ing up  the  community  life  of  farmers  and  substituting  in  their  place 
a  much  lower  class  of  tenant  farmers.     The  problem  is  not  solved, 
however,  by  dealing  with  a  specific  class  no  nmtter  how  important 
th^  are.    The  real  problem  is  what  motives  can  be  placed  around 
a  people  so  they  will  do  their  own  saving.     A  4  per  cent  rate  will 
not  do  this.     There  never  has  been  in  the  past  much  popular  saving 
below  a  6  per  cent  rate  but  even  this  rate  may  fail  under  the  new 
pressure  for  increased  consumption.    While  the  rate  which  will  evoke 
•ufficient  popular  saving  cannot  be  stated,  the  general  issue  may  be 
•een  by  contrasting  the  conditions  of  a  farming  community  with  a 
4  and  an  8  per  cent  rate  of  interest.    An  80  acre  farm  with  an  8  per 
cent  rate  would  be  worth  $4,000  ($50  an  acre)  while  with  a  4 
per  cent  rate  it  would  be  worth  $8,000  ($100  an  acre).     If  a  working 
man  can  make  a  net  saving  of  $100  a  year  and  he  must  pay  one 
fourth  of  the  purchase  money  to  buy  a  farm,  he  can  become  a  land 
owner  in  8  years  if  the  rate  of  interest  is  8  per  cent  while  it  will  tako 
him  18  years  to  save  enough  to  buy  the  farm  if  the  rate  is  4  per  cen 
thus  making  the  selling  price  $8,000  of  which  he  must  pay  one-fourth 
down.     It  is  easy  to  see  that  in  the  first  case,  workers  will  becomo 
landholders  and  the  standards  of  the  community  will  be  maintains 
while  in  the  second  case  the  long  wait  will  lead  to  discouragement 
and  to  the  migration  of  the  better  workers  to  some  other  occupa- 
tion.   There  is  no  way  in  which  a  unified  community  standard  en 
be  upheld  where  such  high  values  and  low  rates  of  interest  p' 
A  social  split  is  stire  to  occur  dividing  the  community  into  a  Ic  . 
olasB  and  a  large  mass  of  dependent  workers.    The  same  tendenci* 
■how  themselves  in  industrial  occupations  although  it  is  n 
to  contrast  the  motives  which  operate  to  discourage  one  cla 
give  advantage  to  the  other.    But  democracy  demands  the  sam 
in  botii  caieo  and  the  solution  is  not  different.    Suppressed  motives 
be  evoked  and  the  obstructions  to  social  unification  set  aside. 
To  make  the  bearing  of  these  statements  plain  it  is  necessar. 
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tefine  more  cleariy  the  meaning  of  an  eeonomie  demoefiey.    An 
ei«  iriatocraey  is  a  sodety  where  the  eapttalista  are  a  eelf- 

pcr;  .....ag  class  distinct  from  the  workers  both  in  occupation  and 
in  motive.  Capital  once  saved  is  perpetuated  and  givee  to  its 
hoMor  advantages  denied  to  other  elasses.  Low  rates  of  interest 
with  extraordinary  inducements  for  individual  enterprise  are  the 
basis  of  this  condition.  The  high  personal  rewards  ^ve  the  basis 
of  largo  fortunes  and  the  low  rates  of  interest  stop  the  growth  of 
.niiiiM^ting  capital.  In  contrast  to  these  conditions  a  democratic 
ly  is  ono  in  which  privileges  do  not  endure.  All  personal 
ttil\  uutage  is  slowly  reduced  so  that  in  time  Ti'  ly  or  daas  loses 

itJi  industrial  superiority  and  sinks  back  to  t:.:  ,...iaon  level  from 
which  it  must  take  a  fresh  start  if  its  advantages  are  to  be  renewed. 
From  shirt  sleeve  to  shirt  sleeve  in  three  generations  is  an  old  adage 
which  luis  a  social  significance  if  it  meanathat  the  superior  energy  of 
one  generation  docs  not  lift  a  family  into  a  self-perpetuating  leisure 
dase.  The  adaj^o  implies  that  the  descendents  will  be  extravagant 
and  thus  lose  their  superiority.  Socially,  however,  the  advantage 
should  not  be  lost  in  this  way  but  by  conditions  which  prevent  the 
self-perpetuation  of  capital.    This  self-perp< '  is  now  favored 

because  it  is  believed  to  be  the  only  means  .^ ich  an  adequate 

supply  of  capital  can  be  obtained.     But  the  need  of  this  perpetuation 

i)end8  on  the  rate  at  which  new  capital  is  secured.  Low  rates  of 
-  teres t  check  the  increase  of  new  capital  while  high  rates  encourage 
it  The  problem  of  democratic  finance  is  to  get  a  rate  of  interest 
which  will  produce  a  growth  of  new  capita!  large  enough  to  supply 
an  increasing  industry  and  to  replace  the  decrease  which  is  actually 
taking  place  in  old  capital.  If,  for  example,  old  capital  decreased 
at  the  rate  of  2  per  cent  a  year  while  an  increase  of  3  per  cent  a  year 
was  demanded  to  supply  the  increasing  need  of  industry,  the  annual 

rease  of  new  capital  must  be  at  least  5  per  cent  a  year.  If  this 
*  ion  were  brought  about,  we  would  have  democratic  finance 
10  permananoe  of  class  distinctions  would  cease.  Everyone 
would  be  permitted  to  gain  whatever  advantages  his  superior 
advantages  permitted  but  what  he  left  to  his  heirs  would  not  be  a 
•elf-perpetuating  fund;  it  would  l>c  mert>Iv  an  animitv  which  would 
finally  disappear. 

The  diiSculty  is  not  in  preventing  this  self-perpetuation,  but  to 
secure  the  requisite  enpitHl  to  tako  its  place.    We  now  think  of 
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capital  M  a  permanent  fund  and  do  not  realize  how  an  industrial 
^yiiem  oould  work  without  it.     The  advantage  of  capital  now  sccnis 
to  lie  in  elevating  one's  family  into  the  leisure  class.     A  democratic 
Tiew  would  not  be  this  but  the  creation  of  a  period  of  economic 
leteure  for  one's  old  age.     We  realize  the  advantage  of  limiting  tli 
hours  of  labor  in  each  day,  but  we  do  not  in  a  similar  way  see  tli 
advantage  of  limiting  the  years  of  labor.     We  stop  work  at  5  p.m 
but  we  do  not  stop  industrial  activity  at  sixty.     This  lack  of  a  social 
oonoept  18  largely  due  to  the  shortness  of  life  in  the  past  and  tu  it^^ 
uncertainty.    Just  as  men  were  glad  to  get  work  they  were  glad  t 
work  until  they  dropped  dead.     The  decrease  of  disease  and  tli 
growth  of  sounder  views  of  life  permit  us  to  think  of  a  thirty-yc:i 
working  period  as  we  now  think  of  an  eight-hour  day.     Should  tli: 
view  become  prevalent  a  new  attitude  about  saving  would  r 
Men  would  save  freely  during  their  working  period  and  spend  l : ; 
in  their  old  age.     Their  capital  would  become  an  annuity  and  not 
permanent  fund.     Each  generation  would  supply  the  capital  for  it« 
Bucoeesor  who  in  turn  would  save  for  those  which  follow.     A  con- 
tinuous destruction  and  replacement  of  capital  would  result  with  n 
permanent  class  enjoying  its  advantage.     The  old  would  lend  i 
the  young  and  the  young  would  save  for  their  old  age  leisure. 

The  longer  life  and  the  better  living  are  now  realities  and  will 
engage  more  attention  no  matter  what  financial  system  we  use. 
The  choice  is  between  low  rates  of  interest  with  a  permanent  leisure 
class  and  high  rates  with  democratic  saving  by  the  whole  populatioi 
The  heredity  of  the  upper  and  lower  classes  are  not  different.  It  i- 
conditions  which  evoke  saving  habits  and  they  may  be  made  general 
by  calling  them  into  activity  with  the  proper  inducements.  When 
a  region  is  new  and  capital  scarce,  there  is  no  difficulty  to  arouse 
the  proper  amount  of  saving.  It  is  when  the  inducement  fails 
beeauee  of  low  interest  rates  that  the  division  into  classes  appears. 
If  taaoktion  had  prevented  this  self-perpetuation  of  capital  tli- 
general  inclination  to  save  would  have  continued  and  fresh  cai 
ital  would  have  appeared  each  year  to  replace  that  lost  by  taxatioi 

A  democratic  society  must  think  more  of  its  health,  more  of  the 
length  of  life  and  more  of  leisure  both  in  old  age  and  from  day  to 
day.    It  must  be  a  working  organization  active  and  efficient  but  i 
eannot  afford  to  be  100  per  cent  efficient  in  work  and  only  20  per 
it  in  ite  amusement,  recreation  and  leisure.     Production 
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and  consumption  niiwt  oomplement  enoh  othar  and  eMh  bring  its 
jo>ii.  DciiKNTacy  is  a  many-«ided  life  and  not  ao  ailey  loading  to  a 
mnff}c  goul. 

Theaa  atatementa  I  aaiume  will  be  aeeapiad  in  a  vague  way  by 
,..,,^t  {>oo[>le  who  read  them.  We  have  beeome  ao  uaed  to  the 
pri  •  >  II  of  Utopiaa  that  we  read  of  them  with  pleaeure  and  for- 
get thi  lu  with  equal  readiness.  It  is  only  as  they  are  tranaformed 
into  facts  tluit  they  become  realities  for  the  reaHsation  of  which 
pructi<-:kl  plans  may  be  devised.  I  shall  try  to  do  this  by  prssenting 
li  show  how  the  ends  desired  may  be  reached.    We  must 

-  ^...    with  a  study  of  the  prosperous  for  it  is  with  changes  in 

their  attitudes  that  we  are  nuiinly  oonoemed.  We  are  as  a  class 
quite  Hilling  to  lecture  the  workers  but  we  do  not  take  home  the 
lessons  taught.  Many  budgets  have  been  presented  of  worken  and 
wo  know  fairly  well  of  the  merits  and  defects  of  their  expenditure. 
We  lack  a  like  picture  of  the  upper  middle  class  whose  expenditures 
are  mure  than  any  other  factor  the  cause  of  the  present  situation 
and  the  obstacle  to  its  improvement.  I  shall  present  not  the  usual 
budget  of  the  workers  which  visualises  the  minimum  of  nfieessitiwi 
needed  by  working  families,  but  a  budget  of  those  whose  expendi- 
tures represent  the  lower  limit  of  good  living.  These  "good  livers" 
represent  the  tendendee  of  the  prosperous  and  the  pressure  to  spend 
forced  on  them  by  the  social  life  they  enjoy.  In  the  cost  of  an 
automobile  I  have  included  depreciation  charges.  A  $1,200 
automobile  run  by  the  owner  will  cost  him  $300  a  year  on  this  basis. 
The  rule  for  wise  insurance  is  that  the  income  to  be  derived  from  it 
should  equal  Imlf  the  family  income. 


Tm  Mnamni 

or  Good  Lnrnto 

Aknual  Budost 

^'-nl 

tsoo 

ftttn»TWff  oTimnatMi    . 

300 

tomohile 

800 

AmtaemHit 

300 

.-service 

aoo 

Geoerouty 

200 

Gfethini; 

800 

Tans 

100 

A 

600 

ExtTM 

aoo 

^ttthold  expenses . 

100 

iasismooe. . 

000 

ToUl 

KOOO 

The  defect  in  this  builget  is  not  from  the  personal  but  from  the 
social  viewpoint.  The  comforts  of  life  are  provided  for  but  there  is 
no  pressure  to  encourage  thrift.    Such  a  standard  is  therefore  in- 
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eompleie  and  undemocratic.  It  ib  incomplete  in  that  the  thrift 
instinct  must  be  aroused  to  make  a  normal  man.  A  thriftless  man 
is  as  liable  to  degeneration  as  is  a  man  who  does  not  work.  Such 
families,  however  pleasant  and  wholesome,  sink  in  intelligence  and 
vital  power.  They  are  also  undemocratic  because  if  they  do  not 
save  there  must  be  a  capitalistic  class  to  perform  this  function,  and 
back  of  them,  a  predatory  class  to  amass  the  fortunes  which  the 
capitalist  class  inherit.  Only  when  energy  and  thrift  are  combined 
and  simultaneously  evoked,  will  a  democratic  family  appear  which 
is  thus  independent  and  self-determining.  To  bring  this  about  a 
thrift  item  must  be  added  to  their  budget  and  thrift  motives  evoked 
by  a  sufficing  rate  of  interest. 

The  working  epoch  of  each  man  should  be  followed  by  a  period 
of  leisure  in  old  age.  During  the  working  period  he  saves,  in  old 
age  he  spends.  What  sum  of  annual  saving  will  give  a  thirty-year 
period  of  work  and  saving  coupled  with  a  period  of  twenty  year- 
leisure  in  old  age?  If  the  sum  of  this  saving  sufficed  to  keep  up  the 
capital  of  the  country  there  would  then  be  a  replacing  capital 
instead  of  the  permanent  fund  now  sought.  There  could  then  be 
fresh  capital  saved  each  generation  to  replace  the  spending  of  their 
predecessors  of  the  past  generation.  Capital  in  one  sense  would  be 
permanent  for  enough  would  always  be  at  hand,  but  it  would  be 
temporary  in  the  sense  that  the  capital  of  each  generation  would  go 
as  they  go.  To  bring  this  about  would  demand  an  annual  saving 
of  $400  a  year  if  the  rate  of  interest  remained  at  4  per  cent  while  an 
annual  saving  of  $200  a  year  would  suffice  if  the  rate  of  interest  was 
8  per  cent.  It  is  plain  that  $400  a  year  of  saving  would  exceed 
present  possibilities  while  a  saving  of  $200  a  year  is  practicable.  If 
the  actual  return  on  capital  is  now  8  per  cent  there  is  no  external 
obstacle  to  an  unified  democratic  society.  It  is  the  thrift-pressure 
which  we  need  and  this  cannot  be  evoked  while  the  rate  of  interest 
remains  at  4  per  cent. 

Such  a  picture  the  reader  may  regard  as  picturesque  if  he  will 
It  is  not  this  which  I  have  primarily  in  mind  but  to  show  the  dilemma 
in  which  the  nation  is  at  the  present  time.  We  have  had  in  the  past 
a  society  more  or  less  predatory  in  its  nature.  The  gains  of  the  few 
were  at  the  expense  of  the  many  and  out  of  these  gains  came  the 
capital  of  the  nation.  The  "good  liver"  is  an  adjunct  and  com- 
pleted product  of  this  epoch.    But  against  this  regime  the  people 
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have  of  late  revolted  and  proMura  hai  been  put  in  waji  whieb  have 
reduced  profite.  However,  capital  came  frotn  theee  high  profits  and 
with  their  reduction  oomee  a  failure  to  supply  the  eapital  needed  for 
industrial  eoterpriM.  This  restrictive  economy  k  thus  bound  to 
full.  The  check  to  the  increase  of  capital  must  be  obviated  eiiher 
by  u  return  to  the  epoch  of  high  individual  profit  or  by  pushing  on 
to  a  more  democratic  society  in  which  the  people  do  their  own  sav- 
iiiK.  Such  a  choice  the  American  people  faoe  and  to  which  they  will 
turn  1  cannot  say.  But  I  can  say  that  a  policy  of  restriction  will  not 
"  rk.  I  can  also  say  that  a  more  fully  democratic  society  is  a  prae- 
il  expedient  if  the  mental  attitude  of  the  people  is  alt^rod  to  meet 
the  new  situation.  The  struggle  of  coming  jrears  is  thus  not  a 
struggle  with  nature  but  a  struggle  of  conflicting  nuytives.  Our 
democratic  ideals  may  become  real  forces,  or  a  keen  desire  for  good 
Uving  may  keep  active  the  forces  on  which  our  social  class  distinc- 
tions depend. 
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FOSSESBION  AND  CONTROL  OF  RAIL  AND  WATER  TRANSPORTA 
TION  SYSTEMS 


By  the  President  of  the  United  States  of  America 
A  Proclamation 


w 


HEREAS  the  Congress  of  the  United  States,  in  the  exercise  of  the  con- 
stitutional authority  vested  in  them,  by  joint  resolution  of  the  Senate 
and  House  of  Representatives,  bearing  date  April  6,  1917,  resolved: 

That  the  state  of  war  between  the  United  States  and  the  ImT>f  r!  .1  r.ir- 
Govemment  which  has  thus  been  thrust  upon  the  United  Sta  t  >y 

formally  declared;  and  that  the  President  be,  and  he  is  hereby,  >  d 

and  directed  to  employ  the  entire  naval  and  military  forces  of  the  I  nited 
States  and  the  resources  of  the  Government  to  carry  on  war  against  the  Im- 
perial Gennan  Government;  and  to  bring  the  conflict  to  a  successful  termina- 
tion, all  of  the  resources  of  the  country  are  hereby  pledged  by  the  Congresi 
of  the  United  SUtee. 

And  by  joint  resolution  bearing  date  of  December  7,  1917,  resolved: 

That  a  state  of  war  is  hereby  declared  to  exist  between  the  United  State; 
of  America  and  the  Imperial  and  Royal  Austro-Hungarian  Govern montfl 
and  that  the  President  be,  and  he  is  hereby,  authorized  and  directed  t 
ploy  the  entire  naval  and  military  forces  of  the  United  States  and  t 
■cwircei  of  the  Government  to  carry  on  war  against  the  Imperial  and  lioyal 
Autlio-Hungarian  Government;  and  to  bring  the  conflict  to  a  successful 
termination,  all  the  resources  of  the  country  are  hereby  pledged  by  the  Con- 
of  the  United  States. 


And  whereas  it  is  provided  by  section  1  of  the  Act  approved  August  29,  191' 
entitled  "An  Act  making  appropriations  for  the  support  of  the  Army  for  the  Hh' 
year  ending  June  ao,  1917,  and  for  other  purposes, "  as  follows: 

The  Presidenty  in  time  of  war,  is  empowered,  through  the  S' 
War,  to  take  ponewon  and  assume  control  of  any  system  or  sysU  11 
portatkm,  or  any  part  thereof,  and  to  utilize  the  same,  to  the  cxcluoiu;. 
M  mur  be  neeMnry  of  all  other  traflic  thereon,  for  the  transfer  or  tranf<i 
Uon  01  troopt.  war  material  and  equipment,  or  for  such  other  purpose- 
with  tne  emergency  as  may  be  needful  or  desirable. 
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And  wh«r«M  H  hm  nam  bMooe  naoaatfy  in  IIm  unikmtd 

■on  and  iiim^  oooliol  of  ovteia  aytUtm  9i 

■tint,  lothtwlnrioii  — far  atatybtmciMy 

for  tbo  tittMporUtloo  of  troofM,  war  maUhal  aad    ,  .yi.i.w  miiiiii, 

oUierDoedfttlMd  JiriiaLteptBpoMiODnnoeUdwithUitptwwwithMiofUw 

Now,  Tbbkbpoui,  I,  WooDttow  WiLMW,  VtmUmA  of  Iho  Uyitd 

er  Mkd  Uy  TirtiM  of  Uw  powon  v«rtod  in  BM  by  Um  I 

ilo,  and  bjr  Tktuoof  aU  oUmt  powon  thMOlo  BM  ( 

too  D.  Bakar,  SoeraUry  of  War,  taJA  poaiiMion  and  ■■umii  ooatrol  al  13 

ok  Doon  OD  Um  Iwaoty-flifhih  day  of  Dooambar,  1017,  of  "iaoh  and  avary 

cm  of  IraniportatkMi  aDd  iba  appartananaii  UMraof  kMalad  wboQy  or  ia  part, 

« ,  diia  tba  boundariat  of  Iba  aootinaotal  Unitad  Slatai  and  oomMbc  of 

and  ownad  or  eootroOad  yitcm  of  ooaiiwi 

b  fenaral  tranaportaUoD,  wbaUiflr  opvatad  by  fUam  or  by 

iBf  ain  Urminala,  tamdnal  onmpanka  an 

park*  aan,  priYata  oHi^and  priYata  ear  h 

aad  talepbooa  UMa  and  an  otbar  aqoipaMi 

opoo  or  oparatad  at  a  pari  of  mieh  rail  or  eombfaad  rafl  and  watar  tyataoBa  of 

traniporialkm;--to  tba  iod  tbai  aiieh  ryttaoia  of  traaaportatkiD  be  tttiliiad  for  tba 

traoifer  and  traoaportatkio  of  troopa,  war  material  and  oquipmant,  to  iba  aiehi- 

•on  to  far  aa  nu^  ba  aaeaMary  of  aO  oibar  traffia  UMreoa;  and  tbaiao  far  aaaoob 

odiMiw  ua0  ba  not  iwotwaiy  or  dariribia,  aiieb  ifyataoM  of  tiaoaportalioB  ba 

op«atad  and  atlUaad  m  Iba  pvformaiMa  of  aoeb  otb«r  mrrkm  aa  tba  Mtjoaal 

ialoail  may  raqidra  and  of  tba  uaual  and  ordinary  hiaiiUM  and  dutiaa  of  eoaHaon 


It  ii  b«aby  direetad  tbai  tba  poMaaion,  oontiol,  opamtioB  and  utilisatkm  of 

•Qflb  iransportatioo  syaieoia  baraby  by  me  widartaken  ehall  be  eserand  by  and 

tbrouch  WOliam  G.  MoAdoo,  wbo  ia  bareby  appointed  and  daiignatad  Direoter 

G«MraI  of  Railroada.    Said  Direotor  may  perform  ibe  dutiea  impoaed  upon  bim, 

»  king  and  to  aueb  eKtani  aa  ba  abaU  dalarnina^  ibnragh  tba  Boarda  of  DiraetofB, 

RaeeiTera,  oflBoen  and  emptoyeei  of  laki  qratama  of  tranaportation.    UntH  and 

oeept  to  f ar  aa  said  Diraeior  aball  from  time  to  time  by  faiienl  or  apaoial  ordaa 

i  otb«wiM  proride,  tbe  Boaida  of  Direetoia,  Reosirai,  oUbbw  and  amployaei  of 

i  tbe  varioua  tranaportataon  eyatama  iball  eontlniia  tba  operation  tbareof  in  tba 

I  laoal  and  ordinary  oouiae  of  tba  boiinaM  of  eonunon  eanierB,  in  tba  namta  of  tbdr 

I  laipective  oompanieik 

I  Until  and  aieeptao  far  aaaaklDireetorebaU  from  time  to  tinaolberwiae  by 
I  iMMral  or  special  orderi  determine,  aneb  ^yalema  of  timneporataon  abaB  remain 
I  •object  to  all  erieting  etatwtei  and  ordera  of  tbe  Infatata  Oommerea  OoBMBiminn, 
and  to  aU  rututea  and  ordea  of  ragulating  nnmmimkini  of  tba  irarioaB  atalai  in 
wbieh  MudiQrateme  or  any  pari  tbareof  may  be  Mtiaaled.  Hot  aqy  ordH%  fHMral 
or  ipeaal,  bereafter  nuula  by  aakl  Direotor.  diaU  bate  paramooni  antbofity  and 
ibaab^yedaaaiieb. 

Notbtng  berain  abaU  be  eonatmad  aa  now  affaoUng  tba  poeaiHio^ 
And  eootrol  of  atreei  eleetric  paaenger  railwaya,  inflludb^  nuhraya 
^^^Ued  tnisurbana,  wbetbcr  aucb  railwaya  be  or  be  not  owned  or  aoMtrolled  by 
Mieb  railroad  oompaniea  or  qratama.    Ify  euhaeqpMnt  order  and  proi^amatfam,  if 
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Aod  wImd  it  aluUl  be  found  neoeawry  or  desirable,  poeseMion,  control  or  operati 
■Mj  be  Uken  of  all  or  any  part  of  such  street  railway  systAms,  including  subways 
•ad  tunnab;  and  by  subsequent  order  and  proclamation  posseesion,  control  and 
opwatkm  in  whole  or  in  part  may  also  be  relinquished  to  the  owners  thereof  of  any 
part  of  the  railroad  systems  or  rail  and  water  systems,  possession  and  control  • 
which  are  hereby  assumed. 

The  Director  shall  as  soon  as  may  be  after  having  assumed  hu(  !  •» 

and  oootiol  enter  upon  negotiations  with  the  several  companies  lookn  .  <•- 

menta  for  just  and  reasonable  oompeosation  for  the  possession,  use  and  control 
their  respective' properties  on  the  basis  of  an  annual  guaranteed  compcnsatioi*, 
aboTe  aeoruing  depreciation  and  the  maintenance  of  their  properties,  equivalent, 
aa  nearly  as  nuiy  be,  to  the  average  of  the  net  operating  income  thereof  for  the 
three  year  period  ending  June  SO,  1917, — the  results  of  such  negotiations  to  l>6 
reported  to  me  for  such  action  as  may  be  appropriate  and  lawful. 

But  nothing  herein  contained,  expressed  or  implied,  or  hereafter  done  < 
auffeied  heraonder,  shall  be  deemed  in  any  way  to  impair  the  rights  of  the  stock- 
holders,  boodholders,  creditors  and  other  persons  having  interesta  in  said  systems 
of  tranqx>rtation  or  in  the  profits  thereof,  to  receive  just  and  adequate  compensa- 
tion for  the  use  and  control  and  operation  of  their  property  hereby  assumed. 

Begular  dividends  hitherto  declared,  and  maturing  interest  upon  bonds, 
debentves  and  other  obligations,  may  be  paid  in  due  course;  and  such  regular 
dhridsods  and  interest  may  continue  to  be  paid  until  and  unless  the  said  Director 
shall  from  time  to  time  otherwise  by  general  or  special  orders  determine;  and, 
subject  to  the  approval  of  the  Director,  the  various  carriers  may  agree  upon  and 
arrange  for  the  renewal  and  extension  of  maturing  obligations. 

Except  with  the  prior  written  assent  of  said  Director,  no  attachment  by 
mesne  process  or  on  execution  shall  be  levied  on  or  against  any  of  the  property 
used  by  any  of  said  transportation  systems  in  the  conduct  of  their  business  as 
common  carrio';  but  suits  may  be  brought  by  and  against  said  carriers  and  judg- 
menta  rendered  as  hitherto  until  and  except  so  far  as  said  Director  may,  by  general 
or  special  orders,  otherwise  determine. 

•  Vnm  and  after  twelve  o'clock  on  said  twenty-eighth  day  of  December,  1917, 
all  transportation  systems  included  in  this  order  and  proclamation  shall  con- 
dusively  be  deemed  within  the  poeseesion  and  control  of  said  Director  without 
farther  aet  or  notice.  But  for  the  purpose  of  accounting  said  possession  and  con- 
trol shall  date  from  twelve  o'clock  midnight  on  December  31,  1917. 

In  Witness  Whbbeop,  I  have  hereunto  set  my  hand  and  caused  the  seal  ui 
the  United  Sutes  to  be  affixed. 

Done  by  the  President,  through  Newton  D.  Baker,  Secretary  of  War, 
in  the  District  of  Columbia,  this  26th  day  of  December,  in  the  year  of 
IsBAL.]    our  Lord  one  thousand  nine  hundred  and  seventeen,  and  of  the  inde- 
pendence of  the  United  States  the  one  hundred  and  forty-«eoond. 

WOODROW  WII^ON 
By  the  Pkesident: 

RoBBBT  LAHUNa,  Newton  D.  Baker, 

Stcntary  of  SlaU.  Secretary  of  War. 

[No.  1419.] 
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TTIE    PKI  SinFVrs   ADDRESS   TO   fv^^'" —^   ON 

(  '  Nl  i:(>L  OF  RAILROAD8,  J  V  4.  lOlS 


I  hATV  tfllud  tbe  privfltfi  ei  addrMiim  yoo  b  ctdm  to  rtpofi  Ihfti 
88th  oT  Dionbcr  kwt,  during  Um  raoMi  of  CoaptM,  ftfl(ii«  Ihm^  Um 
Ury  oT  War  tad  oodtr  tbe  Mttliority  eoofwrvd  upoo  like  by  tke  Ml  of 
•PPiOTtd  AugiaiaO^  ISie^  I  took  rtiMwrinn  And  MMBod  oontfol  ol  Ibo  nSknf 
II  of  tbo  ooontiy  and  Um  qrttMM  ol  fmi«  tnntportotioo  «ndi 
ui  stop  MMMd  to  bo  impmthrtly  imiB^iry  in  tbo  intortil  of 
uiibt  pfHMMt  of  tte  poni  taikt  of  war  with  whkb  fPt  Oft  now 
«p«iM>BO davahHM  ditHouHiii  and  mokoi  U  dwtf  wbot  tb>y  u%  I  bo¥o* 
It  oiy  duty  to  remove  thoM  diffieultiei  wharow  I  have  tho  lagal  power  to  do  ao. 
To  aaMiino  oootiol  of  the  Taat  raflway  ayaieaoa  of  tho  eountry  ia,  1  raaliaa,  a  rmy 
treat  wpwiaihflHy,  bai  to  (ail  to  do  ao  in  tha  «ditii^  eiroaaataneea  would  havo 
bceoamuehgraatar.    I  aaaumad  the  hmn  reiponAaily  talhar  than  tho weijhtfar. 
1  am  aura  that  I  am  ^Making  tho  mind  of  all  tha««btf ul  Amacieana  whan  I 
my  thai  it  k  our  duty  aa  the  rapi— lUtiw  of  the  nation  to  do  ewythii^  that 
iioaemmry  to  do  to  aaoura  tlia  aomplate  nobiliaatkm  of  the  whole  rmonreaa  of 
by  aa  rapid  end  efleotbe  »  maana  aa  ean  be 
aUthaartoteof  mobiliMUkm.    Unkm  it  be 
I,  the  whole  ptooMi  of  the  nation'a  action  iaembarramad 
It  waa  in  the  true  ipirH  of  Amoiea,  and  it  waa  right,  that  we  abould  firat  try 
la  affect  the  neeamary  unifieation  under  the  voluntary  action  of  thoaa  who  were 
b  charge  of  the  great  raihray  propertaea;  and  we  did  try  it.    Tbedireetoraof  the 
ruhraya  leeponded  to  the  need  promptty  and  ganerouMj'    11m  poop  of  railway 
a  who  wera  ehartad  with  the  teak  of  aetoal  oootdhiatinn  and  geMnJ 
perfonnad  their  dutias  with  patriotie  aaal  and  marked  ability,  aa  waa 
to  have  bean  expected,  and  did,  I  believe^  evarything  that  it  waa 
to  do  under  the  riwaHiialeiiff     If  I  have  taken  the  teak  ool  of  their 
it  hat  not  ben  beeauae  of  any  dereUotion  or  failure  on  their  part,  but  only  I 
thm*  were  aome  thin^i  which  the  goremment  ean  do  and  private 
cannot.    We  ■hall  continue  to  value  moat  highly  the  advice  and 
thaw  gentlman,  and  I  am  aure  we  ahaU  not  find  then  withhokUng  It. 
It  had  become  unndatakably  plain  that  oolbr  on^v  gafemnient 
UoQ  can  the  entire  equipment  of  the  aeveral  lyetema  of  traaaportntkin  be  hBj 
»ed  unrenrvedly  thrown  into  a  common  aarviee  without  injurioua 
tioQ  againat  particular  propertiea.    Only  under  govemmant  adminiatrmti 
«a  abaolutely  umeatrieted  and  unembarraaaed  common  nae  be  made  of  aB 
terminals,  terminal  fariUtiea  and  equipment  of  every  kind.    On^  under  that  an- 
•Ju.pifv  /.^  „f^  tcrminala  be  oooatnioted  and  devek>ped  without  regard  to  the- 
nt«  or  litnitAtiona  of  particular  roada.    But  imdcr  government  admin- 
all  theee  thing*  will  be  poanble,  not  inatantly,  but  aa  faat  m  praetkal 
s,  which  cannot  be  merely  conjured  away,  give  way  before  the  new 

common  admfatlrtrmtion  will  be  carried  out  with  ae  ttttle 
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of  the  preseDt  oparating  orfUiiBations  and  personnel  of  raOways  as  possible.  Noth- 
iBf  wfl]  be  alieied  or  diiiurbed  which  it  is  not  neoeesary  to  disturb.  We  are  serv- 
ing the  pubUo  interest  and  safeguarding  the  public  safety,  but  we  are  also  regard- 
ful of  the  inteNBt  of  those  by  whom  these  great  properties  arc  owned  and  glad  to 
avail  ouiwivei  of  the  experienoe  and  trained  ability  of  thoee  who  have  been 


It  if  iicitifiMsrj  that  the  transportation  of  troops  and  of  war  materials,  of  food 
•ad  of  fuel,  and  of  everything  that  is  necessary  for  the  full  mobilization  of  the 
tpflrgiw  and  reaouroes  of  the  country,  should  be  firHt  con8idere<i,  but  it  is  clearly 
in  tiM  pabUc  interest  also  that  the  ordinary  activities  and  the  normal  industrial 
and  ooiDiiMrdal  life  of  the  country  should  be  interfered  with  and  dislocaUxl  as 
little  aa  ponsiblr,  and  the  public  may  rest  assured  that  the  interest  and  conven- 

of  the  private  shipper  will  be  as  carefully  served  and  safeguarded  as  it  is 
I  to  nrve  and  safeguard  it  in  the  present  extraordinary  circumstances. 

While  the  present  authority  of  the  executive  suffices  for  all  purposes  of  ad- 
uiiiiitration,  and  while,  of  course,  all  private  interests  must  for  the  present  give 
way  to  the  public  necessity,  it  is,  1  am  sure  you  will  agree  with  mo,  right  and  neoes- 
■ary  that  the  owners  and  creditors  of  the  railways,  the  holderH  of  their  stocks  and 
bonds,  should  receive  from  the  government  an  unqualified  gunrantec  thai  their 
properties  will  be  maintained  throughout  the  period  of  federal  control  in  as  good 
repair  and  as  complete  equipment  as  at  present,  and  that  the  several  roads  will 
reoeive  under  federal  management  such  compensation  as  is  equitable  and  just 
alike  to  their  owners  and  to  the  general  public.  I  would  suggest  the  average  net 
railway  operating  income  of  the  three  years  ending  June  30,  1917.  I  earnestly 
rseoamiend  that  theee  guarantees  be  given  by  appropriate  l^pslation  and  given 
M  ptomptly  as  circumstances  permit. 

I  need  not  point  out  the  essential  justice  of  such  guarantees  and  their  great 
inlhisooe  and  significance  as  elements  in  the  present  financial  and  industrial  8itua> 
tion  of  the  country.  Indeed,  one  of  the  strong  arguments  for  assuming  contml 
of  the  railroads  at  this  time  is  the  financial  argument. 

It  is  necessary  that  the  values  of  railway  securities  should  be  justly  anr)  '~ 
protected,  and  that  the  large  financial  operations  every  year  necessary  in  « 
tion  with  the  maintenance,  operation  and  development  of  the  roads  should,  (lunng 
tiM  period  of  the  war,  be  wisely  related  to  the  financial  operations  of  the  govem- 
msnt.    Our  first  duty  is,  of  course,  to  conserve  the  common  interest  and  the  oom- 
■MMi  safety  and  to  make  certain  that  nothing  stands  in  the  way  of  the  succeanful 
prosecution  of  the  great  war  for  Uberty  and  justice,  but  it  is  an  obligation  of  puhlic 
ooDsdenoe  and  of  public  honor  that  the  private  interests  we  disturb  should  he  kn*' 
safe  from  unjust  injury,  and  it  is  of  the  utmost  consequence  to  the  governmr 
itaetf  that  all  great  financial  operations  should  be  stabilized  and  co6rdinated  with 
the  ffaiandal  operations  of  the  government. 

No  borrowing  should  run  athwart  the  borrowings  of  the  federal  treasury, 
and  no  fundamental  industrial  values  should  anywhere  be  unnecessarily  impair«vl 
In  the  hands  of  many  thousands  of  small  investors  in  the  country,  as  well  as 
banks,  in  insurance  companies,  in  savings  banks,  in  trust  companies,  m 
of  every  kind,  raflway  seourities,  the  sum  total  of  which  runi.up 
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lA  or  ttofw  llmiMiid  adttoM,  MttMilitto  A  Titel  pM«  of  llM  I 
ofrfwlit  MidtfiouiiiiiiMthiiiodoolkyiyolthAletniotwtaiiiiboiMlDtAfci 
Sooritanr  oT  War  ana  1  OMOy  apoid  Qml,  im  wkm  ol  tko  oMuiy 
whioh  niuoi  be  MlofOAided  oad 
(txiMriflooi  And  abOlly  in  Uiif  Mw  IWd  ol  I 
\\  iiuttin  O.  MoAdoo  WM  Um  right  man  to 
oTthiiMvonoiilhrotMlL    Atourrequt,hocoMMrtodt0( 

flutiof  o(  orcukiaor  And  diroolor  fNtonU  of  tho  soir  raihraj 

>«•  MMUMd  Uwoo  dutiai  and  Ui  work  if  in  miIyo 

It  it  pfobaUy  too  miieh  to  n^tei  that  oren  tiiKkr 
Mtrmtion  whfeh  will  now  ba  poaOtla  auiieiMl  wnmonim  mm  ba  affaoUd  in  tlia 

itioD  of  the  railwaya  to  make  it  pnarthla  to  add  to  tbair  aqpipawt  wad  aitaid 

r  nt^nUive  fadlitioi  aa  much  aa  tho  pwaent  a>itranfdinary  damanda  apoa  tbair 
u->.  uii<  rendar  daairabla  without  reaorting  to  tbo aalional  Craasny  lor  tiM fuDda. 
It  It  IS  Dol  poanble,  it  will,  of  oouna,  ba  naeaaarjr  to  laaort  to  tha  ContyaM  for 
Kr.inta  of  BOMor  for  that  purpoaa. 

The  Seeretary  of  the  Traaiury  will  adviaa  with  your  PomaittAat  with  rafaid 
to  thii  vary  practical  aapaot  of  the  matter.  For  tho  ywMMt,  I  fonni  only  tha 
fuaranteef  1  have  indioatad  and  aueh  appropriatiooa  aa  ara  n^nwry  at  tha  out- 
let of  thia  ta«k.  1  take  the  liberty  of  anwreiiinf  the  hope  that  the  CoocreM  may 
(rant  iheae  promptly  and  ungradginily.  We  ara  dealing  with  great  matten  and 
will,  I  am  iura,  deal  with  them  greatly. 

Ill 
OFFICIAL  ORDERS  OF  DIRECTOR  GENERAL  McADOO* 

OSDBB  No.  1 

Deoember  20,  li)17. 
Punuant  to  the  order  of  the  Preaideni  of  the  United  Stalei,  through  tha 
ateretary  of  War,  the  nnderaiffied,  aa  Director  QeMml  of  Bailroada,  haa  takan 
posHMon  and  aiimed  oontral  of  oertain  traaiinfftatton  qrateoM  deecribad  in  tha 
Proclamation  of  the  Preaident,  of  which  Proclamation  and  Order  oOeva,  agMHa 
and  empbyea  of  said  transportation  ^yitema  are  to  take  immedUlA  and  earaful 
aotice.    In  addition  to  the  provinooa  therein  contained,  it  ia, 

!  ma  Fwrtk$r  Onkr,  Dinelsd  TKtd: 

1  vvu  oUicerB,  agenta  and  emptoyea  of  such  tranaportation  «yttena  OMJ  eoD- 
tjnue  in  the  peribcmance  of  their  preeent  regukr  duties*  reporting  to  tha  mmm 
oAoan  aa  heieiofore  and  on  the  same  tenna  of  ensploymeni. 

2.  Any  officer,  agsnt  or  emptoya  dsriring  to  reCiie  Arom  his  employmsBi  shaB 
Kive  the  usual  and  seaaonahle  notice  to  the  proper  oAear  to  tha  end  that  there 
o>ay  be  no  interruption  or  impairment  of  the  transportatkii  avrioa  requimi  for 
fu)  conduct  of  the  war  and  tha  needa  of 


ordMt  hMNd  by  tlw  DifMler  G«o«»l  of  RiArottdi  «p  to  tto 
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3.  AU  trmoBportatioii  eyilaBM  covered  by  said  Proclamation  and  Order  shall 
be  opermted  m  e  natioittl  eyiCem  of  traiiBportation,  the  common  and  national 
needs  being  in  aO  instanoee  held  paramount  to  any  actual  or  supposed  corporate 
•dmntnge.  All  terminals,  ports,  locomotives,  rolling  stock  and  other  transporta- 
tion facilities  are  to  be  fully  utilised  to  carry  out  this  purpose  without  regard  to 
ownership. 

4.  IIm  dengnnlion  of  routes  by  shippers  is  to  be  disregarded  when  speed  and 
effieieney  of  tranipoitetion  service  may  thus  be  promoted. 

5.  Traffic  agreements  between  carriers  must  not  be  permitted  to  interforc 
with  expeditious  movements. 

6.  Through  routes  which  have  not  heretofore  been  established  because  ... 
ibort  hauling  or  other  causes,  are  to  be  established  and  used  whenever  expedition 
and  effieieney  of  traffic  will  thereby  be  promoted;  and  if  difficulty  is  experienced 
in  meh  Uuou^  routing,  notice  thereof  shall  by  carriers  or  shippers  or  hoih  he 

at  once  to  the  Director  by  wire. 

7.  Existing  schedules  of  rates  and  outstanding  orders  of  the  Interstate  C  • 
Commission  are  to  be  observed,  but  any  such  schedules  of  rates  or  ordera  an 

may  hereafter  be  found  to  conflict  with  the  purposes  of  said  Proclamation  or  wiili 
this  order  shall  be  brought  immediately  by  wire  to  the  attention  of  the  Direr  i 

General  Order  No.  2 
To  the  Chuf  Executives  of  the  Railroads: 

Puiiniant  to  the  authority  vested  in  me  by  the  President  of  the  United  Sti. 
in  his  proclamation  of  December  26,  1917,  wherein  it  was  stated  that  for  purposes 
of  accounting,  possession  and  control  of  the  railroads  shall  date  from  12  o'clock 
midnight  on  December  3^1,  1917,  you  are  notified  that,  until  otherwise  directed, 
no  changes  in  the  present  methods  of  accounting  as  prescribed  by  the  Interstate 
Commerce  Conmiission  will  be  required.    The  accounts  of  your  respective  com- 
panies shall  be  closed  as  of  December  31,  1917,  and  opened  as  of  January  1,  T" 
in  the  same  manner  as  they  have  heretofore  been  handled  at  the  close  of  one  fi- 
period  and  the  be^nning  of  another;  and  in  the  same  manner  that  you  should 
have  handled  your  accounte  had  the  government  not  taken  possession  and  control 

Order  No.  3 

All  carriers  by  railroad,  subject  to  the  jurisdiction  of  the  undersigned,  ar' 
herrt>y  ordered  and  directed  forthwith  to  publish  and  file,  and  to  continue  in  efTort 
until  further  order,  tariffs  effective  January  21,  1918,  wherein  demurrage  rulc^ 
regulations  and  charges  shall  be  changed  so  as  to  provide. 

A.  (1)  Forty-eight  hours'  (two  days)  free  time  for  loading  or  unloading 
all  commodities. 

(2)  Twenty-four  hours'  (one  day)  free  time  on  cars  held  for  any  otln  ■ 
purpose  permitted  by  tariff. 

B.  Demurrage  charges  per  car  per  day  or  fraction  of  a  day  until  car  is  re- 
follows:  $3.00  for  the  first  day,  $4.00  for  the  second  day,  and  for  each 
;  additional  day  the  charge  to  be  increased  $1.00  in  excess  of  that  for  the 

piwading  day  until  a  maximum  charge  of  $10.00  per  car  per  day  shall  be  reached 
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on  Um  tighUi  day  of  (kiMtloB  btgrowl  liM  Uia%  Um  alMfii  tlMR^ 
per  car  par  d«y  or  fnulkm  tharaof.    Thcw  rluuvot  will  aopMMda  all  thoM  nanad 
in  axiatiag  tarifb  appUoabIa  to  domartic  (raiabt,  and  ipariflnaUy  aoBlamplala  Um 
y,P^^#w>.»  oT  all  av«ra«»  apwoMBt  pwtWoiia  of 

No  flhansa  to  autboriaad  bafaby  to  ba  oMda  fai 
and  abarpw  apptyiag  on  foiaigD  •xpott  f raicbi  awaiUng  aUpa  al  aspori 

Upon  my  requaat,  tba  Intan«aia  Coounaraa  Coinniitainn  baa  ianad  Wnaaiitb 
flbetioo  Order  No.  236*  aiitboritiiic  Uia  fiUBf  of  iMtfi  to  aaaoid  vHb  tbto  ot^ 
hbUm  January  91, 1918,  on  ona  day'a  noUea. 

Ckrrkn  abaB  hnmadjataly  fila  aaU  tarUb  witb  approprkia  aCata  tummm- 

!«  or  otbar  ataie  auiboritiaa. 

Dated  at  Waahington,  tbii  fiftb  day  of  Januaiy,  1918. 

•nrTBBNTH  88CTION  OROBR  Na  1» 


,  A  Saiiea  of  DnraMM  S  oIUm  bmaOTAva 
loo,  D.  C .  oo  tte  ACh  day  of  JaDouy.  A.  D.  lOlS. 


M.  DAMtmiM,    }  CmmimUmtn. 


ApaHwrtno  «adw  Biatioe  1ft  of  tba  AoC  to  IU««kto  Cowmwiw.  m  •mwkd  Aoswi  9.  1017. 
for  ■aprwBl  fbr  flag  «f  ta  teoMMd  mio,  teio,  «hM«i,  or  olMrtiaartoa. 
OMMrroft  AvIm,  ibvwIotfMM  oatf  Ckaraw 
Tbo  DtoWo*  Cm— I  of  Boflwdi  havii^  niliitid  tbo  rtvmmlmim*9  opiaiiyl  for  M^  tilfc 

if  ioaoory  ft.  191ft.  tffootiTo  JoDoary  21. 191S.  to  ■•  to  prorUo  ••  toOowi: 

"A.  (1)  Pofir«icbtlMM0i'(t«oda)m}frMtiiDoforloidtecorwloadlMoaal< 
(S)  TooMU  fuui  boon'  (ooo^lay)  froo  Hum  oa  oon  hold  for  may  oIlMr 
■MmI  by  tariff. 
B.  Doowtfiaai  ebM|w  por  oor  par  dojr  or  fimeUoo  of  a  dar  «al0  mt  la  i 
9AJ0O  for  ibo  ftm  dajr.  fti.00  for  tbo  ooeood  day.  aad  for  oaob  imoihH^  ■drjiiml  day  «bo 
to  bo  laorMowi  f  14»  la  OMH  of  tbat  lor  tlM  pnoodfa«  dv  aalil  •  aaiiawa  obarat  of 
por  oar  par  day  aha!  ba  naabod  oo  tbo  oigblb  dasr  of 

orfmoliMtboraot. 
tei 

No  otev*  b  aatboriiod  boioby  to  bo  Mdo  la 

'  '  _     \    an* 
It  it  m4mtd.  That  tbo  fttka, 
haoby.  •pproTod  for  flli^.  witboal  foroMd  I 


/I  ii /W«W  ordvod.  TbatMld 
tbaaoaad)  day'o 
>nHiiu  6  of  tbo  A«l  to 

Aadif<« 

Ml 
II 

ae«k«  uod«r  autborily  of  tbo  1 
aftof  Joau«ry  5.  1918, 

lobitiTo  tbMote. 
By  tbo  Cowmbrioa.  DivWoo  2: 
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(iF.NKUM.  Order  No.  4 

January  18,  1918. 
For  purposes  of  operation  the  railroads  of  the  United  States  will  be  clui»ified 
Railroads,  Southern  Railroads  and  Western  Railroads,  defined  a 


BaUtoad9—Tb»  railroads  in  that  portion  of  the  United  States  nort  h 
of  ths  Ohio  and  Potomao  riven  and  east  of  Lake  Michigan  and  the  Indiana-I  lliiiois 
•tate  lines;  also  those  railroads  in  Illinois  extending  into  that  sUito  from  points 
«mI  of  the  Indiana-Illinois  state  line;  also  the  Chesapeake  A  Ohio,  the  Norfolk  & 
Western  and  the  Virginian  railways. 

Souihtm  Railroada — All  railroads  in  that  portion  of  the  United  States  soutit 
of  the  Ohio  and  Potomac  rivers  and  east  of  the  Mississippi  River,  except  the 
A  Ohio,  Norfolk  &  Western  and  the  Virginian  railways;  and  also 
imilroeds  in  Illinois  and  Indiana  extending  into  those  states  from  points 
■oath  of  the  Ohio  River. 

Wmtem  JZoilroodt— All  railroads  not  included  in  the  above  definitions  and, 
broadly  ipnslring,  all  railroads  in  the  territory  west  of  Lake  Michigan  and  of  the 
Indiana-IUinois  state  line  to  the  Ohio  River  and  west  of  the  Mississippi  Hiver 
from  the  Ohio  River  to  the  Gulf  of  Mexico,  excepting  those  railroads  in  Illinois 
included  in  Eastern  Territory,  and  those  railroads  in  Illinois  and  Indiana  includn  < 
in  Southern  Territory,  as  above  stated. 

Mr.  A.  H.  Smith,  President  of  the  New  York  Central,  is  appointed  Refi^ionai 
Director,  with  office  at  New  York,  in  charge  of  the  operation  of  Eastern  Railroads. 

Mr.  C.  H.  Markham,  President  of  the  Illinois  Central,  is  appointed  Regional 
Director,  with  office  at  Atlanta,  in  charge  of  the  operation  of  Southern  Railroads. 

Mr.  R.  H.  Aishton,  President  of  the  Chicago  &  North  Western,  is  appointed 
Regional  Director,  with  office  at  Chicago,  in  charge  of  the  operation  of  Western 
Railroads 

Ordsn  issued  by  the  gentlemen  named  in  their  capacity  as  Regional  Direct- 
ors win  be  issued  by  authority  of  the  Director  General  and  will  be  respected 
aceordingly. 

General  Order  No.  5 

Pursuant  to  the  authority  vested  in  me  as  Director  General  of  Raih-oads  I 
the  President  of  the  United  States  in  his  proclamation  of  Decemljer  26,  1917,  1 
hsraby  crsate  a  Railroad  Wage  Commission  and  name  as  the  mcm))cr8  thennjf, 
FVaaklin  K.  Lane,  Secretai^  of  the  Intffsor;  CH2u>les  C.  McChord,  mcin)x:r  of  the 
Interrtate  Conuneroe  Conmiission;  7.  Harry  Covington,  Chief  Justice  of  the 
Court  of  the  District  of  Columbia  and  William  R.  Willcox  of  New  York. 


/(  is  Ordered  and  Directed  that: 
The  CommisBion  shall  make  a  general  investigation  of  the  compensation  <* 
in  the  railroad  service,  the  relation  of  railroad  wages  to  wages  in  other 
the  eonditioDS  respecting  wages  in  different  parts  of  the  country,  the 
ergBQcy  respecting  wages  which  exists  at  this  time  owing  to  war  condi- 
tkMiB  and  the  high  cost  of  living,  as  well  as  the  relation  between  different  classes  o' 
imilroad 
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The  Commiwtoo  ahail  basin  lim  iaboni  at  oooe,  mod  nmk9  rvport  lo  me  ij|> 
rector  G«iMnd,  |irii«  Ha  rteoaoMBdaUoot  in  smtrsi  terat  m  to  Aii^M  is 
friaAifj^  onmniwiifioni  UiaI  iVwiH  ba  in%4t 

OOflsn,  ttMiti  ABd  «nptoyit  of  Um  raOrMuit  f  diiwM  to  tvnkh  to  tl» 
RjubiMd  W^ii  rnmmlMinii  upon  raqiMil  aU  inlnf—HioB  U  imy  roqain  fe  tte 
of  its 


CehfeHAL  OttMift  No.  6* 

Jftnutfy  9B»  !•!«. 

't^etn  and  iArvctorw  oj  Hauroaa  Lampmnm: 

IXtriog  the  period  of  ptawion,  openUimi,  And  fovwnansl  eoaliol  ol  ml^ 
it  M  BooMHuy  tlMl  offioM,  dirwtot%  Md  avMits  of  fiyiroMl  oonpMiM  U 
fwy  mrefulin  the  haadliiif  ol  mooqrt  And  in  tim  dAAJi^  wiUi  tmnipnttrtioa 
Mtlon.  WHhooiAttamptfa^AttliiitimAtoghf  tM«AlJiwiitiuM,tlwPiAioA 
itw  lUAttew  infohrtng  the  AKpaMlitavo  of  monty  for  puniowi  bsriBC  ao  dtrtel 
rtLitioo  to  traaiportAtkMi,  which  thookl  rBooivo  iminodiAto  •ntntioa;  ■•  well  •• 
•^  '-"'"noe  of  free  tiBDeportAtkm. 

thweTore  ordered  thel  the  oArrieri'  opeiAtii«  fevenoM  ehell  not  be 

exprntuni ; 

1.  For  the  peymeiii  of  ecanta  or  other  penone  who  are  emplojred  in  en^r  way 
10  elTeet  lefialAtkm. 

X  For  the  employiiient  of  Attomeye  who  ere  not  aeteABy  bbjuhij  in  the 
ptrfomABoe  of  neeeemy  lefel  work  for  the  oompAoy. 

3.  For  the  peyinent  of  the  ezpeneee  of  pereooe  or  A0Bnaiee  eonetitaliac  eeeo- 
«iAlioae  of  CArriera  imleei  each  aaKMsiation  ia  approved  in  advAnce  by  the  Direelor 
Qeaaral. 

4.  For  any  political  purpoee  or  to  directly  or  iadneolly  inlhwnee  the  eleetieo 
of  any  pennn  or  en  eieetiop  Aifeoting  Any  publie  maaauie. 

Itmamet  of  Frm  Pommm 

N*o  paaeea  or  free  tranaportatioD  shall  be  iaaued  by  any  carrier  under  federal 

rol  or  Any  offioAl  of  auch  carrier  unleaa  the  iaauanoe  of  each  free  tnuiaporta- 

is  expreaaly  Authoriaed  by  the  Act  of  Oonpeaa  entitled  "An  Act  to  ReenlAla 

UMBBMroe,  ApproTed  February  4,  1887,  and  Amendmeota  thereto";  and  any 

■Mh  peena  or  free  tnnaportAtion  heretofore  iawied  not  in  oooformity  with  aaid 

aal  Buat  be  reoAlled. 

Thia  order  appliea  to  all  eAirien  uader  federel  eontrol. 


>OT»-ahiee  thia  volume  went  to  preaa,  Ord«  Na  7  aad  Fifteenth  Seetioo 
•  r  No.  aoo,  ill  r$  NataooAl  And  Gat  DemunrAfe  Ruleap  RefBktioaa  aad 
vrfH  have  beea  iamed.    Copiea  of  theee  offdna  aa^y  be  aeeored  from  the 

^^ffice  of  the  Director  General  of  Railroada,  Waridafloo,  D.  C,  upon  appK- 

emtion. 
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IV 
Railroad  statistics 

These  eUtisiioi,  not  senerally  aooeeeible,  are  offered  for  two  purposee: 

(1)  To  Afford  A  baoia  for  an  understanding  of  the  taak  confronting  the  Direcint 
QaneraL 

(2)  To  enable  the  reader  to  picture  for  himself  something  of  the  change  in  the 
raikoad  situatioa  which  has  taken  place  during  the  war  period.  (Wherever  pos> 
sible  official  figures  are  given  for  the  fiscal  years  1914-15-16;  analysis  of  operating 
inQOBM  oofwi  the  period  1891-1917  inclusive.) 

For  a  dear  understanding  of  the  tables,  terms  frequently  nppcarinf;  should 
be  defined.  As  designated  by  the  Interstate  Conmierce  Commission,  Class  I 
roads  are  those  having  annual  operating  revenues  above  $1,000,000;  Class  II  roadi 
are  those  having  annual  operating  revenues  from  $100,000  to  $1,000,000;  and 
Glass  III  roads  are  those  having  annual  operating  revenues  below  $100,000.  Each 
reporting  carrier  is  assigned  to  that  district  in  which  the  major  part  of  iia  opera- 
tioDS  liss  or  with  whiefa  it  seems  most  closely  allied  in  character,  and  no  arbitrary 
subdivisions  or  apportionments  are  made  of  the  returns  of  any  carrier.  The  three 
districts  may  be  defined  substantially  as  follows:  The  Eastern  District  comprisn 
that  (x>rtion  of  the  United  States  bounded  on  the  west  by  the  northern  and  westr 
em  shore  of  Lake  Michigan  to  Chicago,  thence  by  a  line  to  Peoria,  thence  to  East 
St.  Louis,  thence  down  the  Mississippi  River  to  the  mouth  of  the  Ohio  River,  and 
oo  the  south  by  the  Ohio  River  from  its  mouth  to  Parkersburg,  W.  Va.;  thence 
1^  a  line  to  the  southwestern  comer  of  Maryland;  thence  by  the  Potomac  River 
to  its  mouth.  The  Southern  District  comprises  that  portion  of  the  United  SU^- 
bounded  on  the  north  by  the  Eastern  District  and  on  the  west  by  the  Mississii . 
RiTer.  The  remainder  of  the  United  States,  exclusive  of  Alaska  and  of  ishiad 
poneaioDS,  is  included  in  the  Western  District.^ 

The  statistical  bibliography  appended  will  make  available  further  sources  of 
infonnation  neceseary  for  a  complete  picture  of  the  raihx)ads  of  the  United  States. 

1  fltatfattei  of  Railways  in  the  United  SUtes  1914,  Intentate  Commerce  Commiwion,  p.  10. 
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Tabuk  2.    MiLM  or  Railway  Tracks  on  Junb  30, 1914,  Cotbbbd 
BT  RiPORTB  or  OnnuTiONs* 


QMafiMdiMdUriitay 

flbcb 

(orflfK) 

ti»«k 

BWOMI 
tTMk 

TbW 
track 

Fourth 
tr»ek. 
et«. 

Ywd 

tTMk 

aod 
ildbp 

Total 

opmt«d 

(aUtracb) 

IMnDtatoiil 

flmkmDMriH 

WalmObliift 

^68,666.64 

42,066.16 

•126,277.20 

3/04$ 

•16,161.10 

8.142.00 

•8.074.05 

MiU$ 

2.414.82 
48.70 
231.04 

J/Oft 

1.770.04 
157.08 
143.71 

JTOm 
•88.461.87 

14346.61 
»  40,086. 10 

MOm 

« 117.4-  '- 

60.: 
•174.>:..  „ 

l^iy                

•226.M0.20 

••27,870.04 

2.600.46 

2,070.88 

"08304.17 

'•862388  70 

Cte'nnidr 

temnrtriei 

flortfci  Dblrat 

4,421  68 
4.711.12 
11,266.60 

202.10 
802 
10.87 

5.57 

.62 

138841 

648.10 
1.057.58 

5.068.17 
5362. M 

WmIoti  DMrist 

18348.14 

T^tol 

20,108.89 

226  08 

5.57 

.62 

3.080.00 

84368.75 

ChMinraMk: 

iMlam  Diilriet 

1352.81 
2.903.91 
4.802.79 

.48 

1.40 

.66 

164.. ^0 
234.31 
452.04 

2.1; 

SMlUnOMciol 

8.1; 

W«l«m  Dblriet 

4346  31' 

Total 

0.140.61 

4.54 

051  81 

10.105.86 

AnopcntiivraMk: 

BHimDiirtriot 

SMrtheniDblifat 

WfUmDiMet 

>  64.041.03 

40,670.39 

•141.035.68 

«  6,363  n 

3.140.41 

•8,005.48 

2,420.39 
43.70 
231  04 

1.770  66 
157.08 
143.71 

«  40.050.34 

15,729.02 

M2,406.71 

M25355I9 

68.740.eo 
•  192.901.52 

United  Stetoi,  1914  . . . 

•256.647.10 

«•  27,608.66 

2.606.03 

2,071.45 

"08385.07 

»88730B.I1 

•  Does  not  include  mileace  of  switching  and 
termiiukl  wwnpanics 

>  laelttdes  1,200.10  miles  lying  in  Canada. 

•  laeiiidaa  48034  miles  lying  m  Canada. 

•  ladodaa  405.45  miles  lying  in  Canada. 

« laflladM  2.184.70  miles  lying  in  Canada. 
•lodudM  731.63  mile*  tying  in  Canada 
aod  61.07  ndlas  tying  in  Mezioo. 

•  IaeM«  7.12  males  Ivinf  in  Canada. 

,  '  InrfiiiiM  100.80  miles  lying  in  Canada 
Md  1132  arilaa  lying  in  Mexico. 


*  Includes  846.54   miles  lying  in 
and  62.80  miles  lying  in  Mexico. 

•  Includes  1.940.63  milee  lying  in  Canada, 
and  51.67  miles  lyinc  in  Mexico. 

>•  Includes  487.36  miles  lying  in  Canada. 

i>  Includes  602.34  miles  lying  in  Canada 
and  1 1 J22  miles  lying  in  Mezioo. 

"  Includes  3.030.33  milM  lyinK  in  Csnada 
and  62.80  miles  lying  in  »'  - - 

Twenty-seventh   Ai  the 

Statistics  of  Railwayn  »**» 

for  the  yMur  ended  June  .m,  r.tn,  p    > 
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BT  RiroKn  or  OrmaATioMi* 


Ym4 


T«toia 


■  I 

DbtnH 

lllvtnrt 


•  MLfii.a 

tt.l«4l 

•  wjm.m 


Mam 
iMon 


um.n 

an 

Ml. It 


1.7WU 
Mill 

Mm 


•MMM 
•  injM  M 


TotAl 

■  Uwmt*: 
KMMnUMUirt 
Hi  Hi  in  Dhtntt 
W«ilmiDHtnrl 

>m 


M»M41I 


t?WU 


una 


IMM  71 


mjL»m 


«4.4Mfl 


•I 


170.  n 

4.M 

MM 

4M 

IJMM 

7MM 

UMf7 

MM 

lll« 

«.» 

lOM 

MM  M 

•ijMI.M 


Dwinct 
Dwtnct 


Tool 
HI 


1.711  M 

.71 
S40 

.M 

t74.f7 
Mi.M 

at  M 

SJM4  M 

iJlS.S7 

MM. 71 

47f 

tM  M 

.M 
XMiS7 
4.744  M 


U7IM 


ni 


0UlM8ttln.l9U 
lMidfltelw.1912 

Uiilii8M«.ltlO 
I'iilidaM^IMt 
IMS 


•M.1M70 

14^14  r 

uioit 

1.7M.M 

lOJTM 

IMMM 

UM  41 

4t  7f 

M4.I1 

IUM.7t 

■MIMIM 

M75M 

Ml  42 

MB  70 

4UMM 

M     •IM^Mi.Tf 


M     •IMJS7M 


•  M7JMM 

M.M4  47 

'MM47.IO 

•r.MIIM 

«MMM.M 

■MJ7S7f 

■MMMM 

KM!  tt 

«MUMM 

M^l  M 

>'MMM7I 

2UM.74 

»MS.4aiM 

M.Mt4l 

»Mli4M.M 

MJMM 

2.714  M 


2JM.M 

UU  70 
2.414  If 


IIMM 
2.M1.M 


2.071. a 
UM.M 
UM.a 
U47.10 
U4M.7S 
1^4aM 
UIM.M 


M.910  14 
•ML2Mf7 
■•UU  41 
MLMO.U 
MJ71M 
MJU.M 

njnu 

7MM.M 


•  M1.14l.ftl 
»M7JM« 
•tTUM.M 
STUn.M 
MUM.M 
M1.7MM 
M2JI1  M 


tijlil  I  1.9I1JS  bBm  !• 
«8»bM«ihD. 


lMMMMJtailnla< 
'oeirAm  I  JtOJt  mikm 

ioa  I.M0j6a  mika  in 


Ma.). 

61^ 

IaOmmU.  Mid 


I 


^86  Thb  Annals  or  ths  American  Academy 

Tablb  2,  {conHnved)    MiLBAaB,  1916« 

Oo  June  aO^  1016,  the  roads  ooverod  by  this  abstract  represented  250,210.86 
mias  of  line  opsrated,  including  1 1 ,856.42  miles  used  under  trackage  rights.  The 
•ipilftts  miknin  of  railway  tracks  of  all  kinds  covered  by  operating  returns  for 
UwM  roadi  was  804,044.26  miles,  classified  as  follows: 


IlMB 

ClAMl 

r<Mds 

ClMtll 

CUmIII 

Total 

UUmtltmd. 

MilM  of  ■IDWll  tnwn  tr><  k 

281.963.08 

28.782.50 

2.726.58 

1.960.00 

238.34 

07.198.95 

18.013.68 

106.84 

6.04 

9.083.20 
6.87 

250.210.86 
28.035  21 

2  730  62 

MBm  «f  fboHh  naln  temck 

1.960  00 

MQh  of  aU  otlMrmain  tndai  

238  34 

MIta  of  yud  traek  and  lidinRii 

3,716.76 

053.63 

101.800.23 

ToUl.alltnda.                  

362.119.35 

22.831.31 

0.003.00 

304,044.26 

(or  1014.  SUtistic*  of  lUiiways  in  the  United  SUtes.  1014.  by  the  InteniUl' 


■  I  ,    .  Statement  No.  4,  p.  13;  for  1015.  text  of  the  twenty-eighth  annual  rrt 
■•  ^■■.■w  of  RaUwaya  in  the  United  States  for  year  ended  June  80.  1015,  itatoment  N' 
ptm  U:  for  1010,  AboiiBCt  of  Statistics  of  Steam  Railways  in  the  United  SUtes  for  the  year  ei. 
Urn  80. 1016  p.  2. 

The  figures  above  given  for  total  mileage  (all  tracks),  as  compared  with  the 
eorresponding  statement  for  the  preceding  year,  show  an  increase  of  3,802.75 
miles.  Of  this  increase  1,641.54  miles  were  in  single  or  first  track,  and  1,950.07 
miles  in  yard  track  and  sidings. 
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*   M;Mldittly21.  191A 

f  RMul  in  the  UnitAd  SUim  in  1015.  210,786  milm 
.: -^  „:^  :„  ^:. ... ;:  according  to  ownenhip.  In  some  of  the  eytleiDB 
Uxilated,  ftnanehl  eontrol  is  not  uniSed,  the  effilistion  amountiog  to  Utile  moie 
A*n  tho  enrtanw  of  harmonious  motoal  refaitaooA.  (Table  eiwnpiWrt  by  Dr. 
'  O.  Hueboer,  Airt.  Ptofeaor  of  TnuMportAtkm  and  OomBMne,  Uohr.  of 
Mvania;  AaMrioMi  Kior  Book  1919,  page  541.) 
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Tabud  5,  (fitmtinued)   Equipment,  191G* 

It  appeara  from  the  annual  reporU  submitted  to  the  Commission  by  the 
roada  eorared  by  this  abstract  that  there  were  63,862  locomotives  in  their  service 
on  June  30,  1916,  aa  shown  by  the  following  statement: 


Kini  olloeomotfT* 

CU»I 
roftd* 

ClM«    U 

roftfb 

CUmIII 
roftda 

Total 

60.790 

se7 

1.928 
14 

S60 
8 

68,678 

Qgj^ 

284 

Totel. 

61.067 

1.942 

863 

63,862 

The  total  number  of  ears  of  all  classes  in  service  was  2,478,159,  assigned  aa 
fbUowa:  Fiinngfir  service,  54,664;  freight  service,  2,326,987;  comi>any  service, 
96,606.  Theae  figure*  do  not  include  so-called  private  cars  of  commercial  firms 
or  oorporataona. 

Of  the  cars  in  freight  service,  exclusive  of  caboose  cars,  2,298,263  were  das^i 
fied  as  follows: 


Claas  I  roads 

ClaM  II  roada 

ItMB 

Number 

capacity 

Number 

Acgresate 
capacity 

rktc«n. 

BtoekcMi 

Cotlmn 

Tkakean 

1.014.219 

120.393 

82.123 

876.316 

9.462 

51,610 

83,189 

Ton* 

36.582.648 

4.505.486 

2.652.574 

41.244.672 

380.092 

1.669,462 

3.731.160 

9.015 

12,783 

1.294 

22.904 

249 

130 

6.826 

Ton* 
276.262 
386.396 
36.763 
998.666 
7.136 

3,356 

Oikv  fraifffatr train  can 

282.708 

ToUl 

2,236,312 

90.766.094 

63.201 

1,941.178 

CluB  III  roftda 

Total 

Umn 

Number 

Assregate 
oapadty 

Number 

Aorecate 
capadty 

WmSmn.                     

Whtmn.                     

1.184 

3,643 

70 

1,418 

117 

6 

2,412 

Ton* 

28.205 

99.495 

1.307 

66.057 

3.928 

160 

49.127 

1.024.418 

136.719 

83.487 

899.638 

9.828 

51.746 

92,427 

Ton* 

86.887.105 
4.991.377 
2,600,688 

42.299.387 

TkdkMi 

391.170 

'''plawvivr  wn 

1.673.967 

4.012.990 

T^M 

8.760 

238.269 

2,298.263 

92.946.686 

•  AbMsMi  of  StalMka  o( 
lflilp.8. 
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TABia  0.  SuMMABT  OF  in  Wobld'b  Railwatb  and  Ratio  op  Milfaok  to 
Abba  and  Population  in  Each  Coitntst,  Toobtheb  with  State-Ownkd 
MfLBAOa  IN  1918* 


Mikaca  in  1913 

MUetof 
line  per 
100  eq. 

Inbabiunia 

per  mile 

of  liD« 

o—w. 

State 

Total 

raOwajTB 

railway! 

miles 

I.  Einrar^ 

flMIIMIH 

38.688 

89.613 

19.0 

1,608 

A«lri»-Hws»nr  Oneludinc  Bonia  and 

BotmcovIm) 

23.391 

38.643 

10.9 

1.792 

niMt  1M«^«  and  Inland 

8Si3S6 

19  8 

1  043 

Tnmm 

6,697 

81,787 

16.3 

1,241 

BMfe   ia    Burapa    (Inluding    Finland 

UM  mOea) 

24.609 

38,662 

1  9 

3.360 

n«lp 

0.070 

10,033 

9.8 

3.162 

2.G99 

6,466 

48.1 

1.356 

Lam^bois. .  ■ 

122 

326 

32.6 

757 

Nattefenda. . 

1.111 

2.019 

16.8 

2.880 

Bvitavlud... 

1,698 

3,016 

18.8 

1,177 

^^ilm 

9,617 

6  0 

1  'tr.7 

PoftMBl 

712 
1.216 

1.849 
2.338 

5.2 
15.8 

'2,'Xi2 

Dwanaik 

].U)r, 

1,631 

1.917 

1.6 

1 .222 

Swwkn. 

2.868 

8,984 

6.2 

60» 

8«Tia.. 

633 

633 

3.4 

4.480 

i^5f— »>»<« 

2.200 

2,333 

4.7 

2.932 

OnaM 

098 

4  0 

2  644 

1.197 

1.197 

3  2 

3  .'>84 

Tofflnjr  in  Europe 

liaha.  Jmrr^  f #1*  ft  Mar 

1,236 

1  9 

5  040 

68 

16.1 

5.376 

Total  for  Europe.  1913 

116.181 

214,668 

6.6 

2.042 

Total  for  Europe.  1912 

111.745 

212.426 

6.6 

2,064 

1911 

109.719 

210.674 

6.6 

2.083 

1910 

107.727 

207.444 

6.5 

2.180 

1909... 

204.864 

6.6 

1.923 

190S 

201.619 

6*3 

1.941 

1907 

109  346 

6  3 

1,887 

1906 ,, 

196.437 

6.2 

1.993 

1906 

192.507 
180.806 

6  1 

2,084 

1904.... 

6.0 

2.084 

1903 

186.685 

6  0 

2.084 

1902 

183.080 

4.0 

2.127 

1901 

180.817 

4.8 

2,174 

1900... 

176.396 

4.7 

2.220 

1899 

172.963 

4.6 

2.220 

IMS 

167.614 
163.660 
160,080 

4.4 

4.3 
4.2 

1807 

1809 

Ia««aae  in  18  yaara 

64,638 

: == 

*  TMb  table  ie  taken  from  RaUway  Stattetice  of  the  United  States  of  America  for  the  rjw 
Mdlag  June  30.  1916.  by  the  Bwaaa  of  RaUwaj  Newa  aod  Statietics,  pp.  34.  35  and  36.  Tb< 
w<i>ailaoare»of  theaeflcw^btbaAwKvlBrFlwnbelinwwwii,  May-June.  1915. 
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CmMm 

JSU 
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«flM 

It  AnanoA 

1.76S 

ti4.T88 

T8t 

16306 

S301 

S3Si 

SS6 

101 

t7 

660 

1.715 

1.499 

16.491 

SSI 

1366 

S3M 

SOJOS 

0.6 

T.I 
1.8 
S.l 

866 

Oyitd  MalM  of  Ammim  QiilM^n  of 
A]MU66tariM 

8tl 

Moko 

1S3M 

149 

110 
68 

^^ 

CMrtrml  AMfktt. . . 

TTiiili     IiIMm 

iMiir  Aaldte 

Mim  niiiiiii  

0  IS 
0.16 
0.11 

73S1 
8340 

I>aUk  rtuUaa 

0.64 
OSS 
O.SS 

o.a 

0.16 
S.4 

1.8 
1.9 

SL160 

1360 

S.78I 
1307 

Bnuil 

6.71S 

I.61S 
S.7S4 

687 

CUi       

i,»n 

S.48S 

888 

IViIaI  f<v  AaaiM.... 

S7368 

S6S366 

lU.  AttA 

OMtnl  RumU  la  Aiim  iaahidiat  SitMtte 
•^  MMM^ttna ,    .  , 

6.788 

9364 

6.109 

6311 

S437S 

606 
S8 

S360 

61 

666 

1.769 
701 

sjn 

rvtm 

0.14 

S.7 

1.8 

S.4 

0.006 

O.a 

8.6 
S.6 

0.8 

o.ts 

66.700 

Jhm  flimUrtiin  CoTM) . 
MiUiIadte 

4369 
S936S 

•Mf 

C^IOA 

6.7S0 

Pffflb 

-•  MiMT.  «jrtte.  AnUa.  ladadiBc 

OypfW 

910 

1.68S 

696 

6.760 

1      Malay  Af«hi|MbMio 
1     DvldilDdk*.. 

Ii3i0 

•60 
161188 
11^/160 

'^'M^WaChiaa 

ToUlfor  Aaia 

4S.9S8 

67360 

rV.  AvmiCA 

,    isnK 

S.90S 
1.799 

S387 
S367 

I03» 

1.0 
1.1 

83a 

1     AWmaadTttaia 

13M 

BtlgkaCocvo 

■oirtk  AMmb  Unloo.  JDBliil^  Ctm 
C«l«qr.  Natel.  Owtnl  Smrtk  Ahka 
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Tamim  9,  (eofiltiMMd).    World's  Railwatb  and  Ratio  of  Miubaos  to 

Population 


MilM«e  in  1913 

MUm  of 

line  per 

100  aq. 

mUea. 

1 

CounUiM 

8ut« 

Total 
raUwaya 

par  mile 
of  Una 

CoumiM 

2.589 
1.311 

2.689 
2.360 
1.996 
96 
1.007 

FtaMk 

TtAl^                                                                         . 

rfiMiwi                                 . . . . 

TtoUlfor  Alrim. 

16.431 

27.472 

v.   AOMBAUA 

Hnr  BiMhinTt 

2.864 
3.639 
3.922 
2.076 
4.514 
506 
2.848 

2.883 
3.664 
4.088 
2,308 
4.807 
699 
3.422 
88 

2.7 

4.2 

1.3 

0.16 

0.64 

2.7 

0.82 

1.3 

364 

VioCflria 

N«w  South  Wales 
Sootb  AtMtr«li» 

347 
391 
181 
188 
266 

W«lA«lnlb...... 

Rftvail.  fl4« 

138 
1.241 

ToUlfor  Auctrali* 

20.359 

21.969 

0.64 

278 

RaCAMTULATIOM 

L  Boitipe 

116.181 
27.998 
43.938 
16.431 
20369 

214.668 

353.466 

67.050 

27.472 

21,959 

6.6 

2.042 

n.  Awif 

m.  Adb 

IV.  AMm 

V.  A»tnli» 

0.64 

273 

ToUl 

223.907 

684.616 
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STATISTICAL  blUUCXilLU'UY 

Tbr  A  oompteto  (kUilad  Mtidy  ol  Um  ndfatMKk  or  Um  Uail«i  6ut«  U»  fo^ 
ing  lift  of  lUtlfliMl  ■oufMt  wm  be  fouDd  TBloAbk.    Thb  M  ioAMki  o^r  tiir 
moft  imporUni  aoiiroit. 

T   iMTBMTAra  Omnwaoi  ComoMioN  PuBucAnom 

A.  autoitol tj  Rtdkmm  i^lh$Uftiimi 8l^m.  PublfalMd  mmmU/.  TMito 
the  BMMi  oompftlMOihr*  uA  daUiltd  work  Av«ikbK  prMiting  ^T^**g  mA 
fuiABeial  ■Utiitki  of  nOioMli  in  t|ik  oountry.  li  b  wnpOtd  fram  tiM  tHMatl 
fvporta  (d  mA  road  to  tbt  CwnmiMJon  tnd  oootAins  Um  foOmrfaig  Ubl«:  (1) 
goiMral  bdanM  ■btai,  inoooM  tUtanMoi,  protti  Mid  Iqm  ■tatiii, 
ivwDtMi  and  etpwiM  in  deUil,  opcrmting  tUUiiliQt,  And  an  H«idMd 
oC  QApiUl  And  inTOftoMoi  oUmt  than  road  mod  equipiait.  Than  tahlai 
gJTao  (or  aaoh  laOroad.  The  roada  are  diTided  aeeoidiiig  to  the 
adopted  by  the  CommiiikNi  defined  (p.  000)  in  thia  Tolume  and  tablea 
aeeovdin^.  (2)  PreoediBg  theee  tablea  ie  an  analytleal  report  by  the 
iioo'e  etatleHdan  together  with  ooodeMed  tabuUtloM  emniMfirfng  the  kf«i 


Thie  report  ia  oaoaUy  two  yeari  late  in  being  pabBihed,  but  thia  < 
ui  partiaOy  oflieei  by  prebminery  reporte  made  aa  followa: 

1.  AbatradofStatiatictofSUomRaawa^inUuUniUdStalm.    Abrieftabo- 
:  summary  of  the  etatiatioa  of  the  more  important  groupe  ci  raSroada. 

2.  Prdiminary  AUtnel  <tf  SlaHtHm  ti  Commm  Carrun  oontaining  an  ab- 
ttr«ct  of  the  indiTidual  reporte  of  raihoade  to  the  rnnimieiinn 

3.  Tert  ^  lAe  Anmud  lUpart  on  th§  SliOiUtka  qf  RaOwa^  ecwtahdng  moet  of 
the  tablea,  and  eummariee  aa  weQ  aa  the  etatietirian's  analyaee  which  will  appear 
in  the  final  vohmie.    Thie  ie  not  oomplete. 

Theee  etatemente  appear  in  the  above  order  anywhere  from  one  to  two  yeare 
foDowing  the  doee  of  the  fieoal  year. 

In  addition,  the  CommiflBion  publiahes  aa  soon  as  poeable  after  the  doee  of 
«flh  month  a  etatement  of  the  total  monthly  eaminge  and  eKpeneee  of  raifaoade. 

n.  Stats  Rarom 

Moet  of  the  states  having  utilities  or  railroad  nntnmiaiintis  publish  elatieUes 
covering  the  roods  within  their  borden.  Some  of  theee,  of  which  Now  York  ie 
typical,  contain  aa  complete  and  accurate  information  ae  to  intiasUte  railroade 
ee  the  Interetate  Commerce  Commission  rsporte  for  interslaU  rsHroads.  TlMse 
can  be  obtained  faom  the  varioue  state  anthotitlea. 

III.  Railboao  STATiarncAL  Bubbaus 

Two  bureaue  maintained  by  the  railroadB  pabUsh  at  rsgular  intervab 
■tatietiee  and  other  information  ooneeming  raifaoade. 

1.  The  Bureau  of  Raili^'ay  Eoonomios,  Washington,  D.  C^  publishes  a 
monthly  statement  of  revenuee  and  eocpenees  of  steam  roads  of  Claas  I.  In  ad- 
dition they  publish  other  buDetine  at  intervale.    Among  the  feeent  once  are  the 


801  Tea  Annals  op  ths  American  Acadbmt 

foOofwlBc:  (a)  Smmmary  of  RaUiway  Reluma  for  the  fiscal  year  ending  June  SO, 
1919  (iiiiiflAr  report  for  1915);  (b)  Comparative  Railway  Statistict,  United  Statee 
amd  r^rmqn  CowUrim  1919,  and  19tS;  (c)  SlaHttiet  of  RaUways  1904-1914. 
Unfiitd  Stalet,  This  bureau  compiles  iUi  statistics  from  the  amiu&l  reporta  of  the 
railroads  to  the  Intentate  Commerce  Commission  and  endeavors  to  publish  them 
as  soon  as  poanble  after  the  dose  of  each  stated  period. 

2.  Tbe  Bureau  of  Railway  News  and  Statistics  of  Chicago  publishes  annually 
a  pamphlei  containing  statistical  tables  covering  American  and  foreign  railways, 
and  also  a  nnmbar  of  The  Railway  Library  which  contains  selections  written  by 
if^twg  authorities  in  the  field  of  transportation  as  well  as  statistical  compLlationfl. 

The  publicatioos  of  these  two  bureaus  can  be  obtained  upon  request. 

IV.  Railway  Annual  Rbportb  to  Stockholders 

These  are  prepared  according  to  forms  prescribed  by  the  Interstate  Cora- 
meroe  Commiaeion.  They  contain  the  most  detailed  statistical  analysis  of  the 
individual  roads  obtainable. 

V.  Pooe's  Manual  op  Railroads  and  Moody's  Manual  op  Railroads 
eadi  of  which  contains  an  analytical  summary  of  statistics  for  each  road  in  the 
United  States  with  oomparisons  with  previous  years.    The  statistics  are  taken 
from  the  railroad's  annual  reports. 

VI.  Various  Brokerage  Houses 

also  oompOe  and  publish  statistical  reports  dealing  particularly  with  the  financial 
aapects  of  the  railroads. 


BOOK  DEPARTMENT 
THE  BU8INB8B  MAN'S  UBRART 


BAjnmra  bnrMnoDtn  amd  fmAMcm 

DtMBABfCBAmuMF.  Tk§  Tkmry  mid  Biittrif  pf  Bmkimg  Ctod  •»!,  wr.  and  •i^" 
lATfKl  by  OU  v«r  M.  W.  Sjpfagw).  Pp.  rm,  397.  Prifl»,  $1  JO.  N«v  York: 
<  i.  P.  PuiDAin't  Soot,  1917. 

lo  thif  •dHioo  oT  Dunbikr'i  work  ProfflMor  BptigM  hm  oootrflNtlid  tlvM 
new  chapter!  on  FbwJgp  RtoHmiib,  Omtnd  Baala  tad  tht  Pbdwml  R—  n  lkafc» 
ii«Qyitem.  AttlnchitptenionODmbtoadBMMiiMMidthtBMkor, 
IftTt  btto  omitted,  otw  ooMhird  of  Um  Tohimt  if  dow  Um  work  oC 
Sonurue. 

S.lf.P. 

liOcaH,  WuxiAM  H.  ButtfMM  Finane;  Pp.  xiv,  631.  Piki,  18.00.  K«v 
Rooaki  Prea  Compaoj»  1917. 
r  itetet  hit  puipote  in  the  prafmoe :  te  write  a  book  i 
uvt,  direeton,  executivo  oJBem,  bnnken,  bond  < 
Iftwyvm,  acoouotanta  and  other  profeHk>nal  men.  Tbe  book  dealt  pckaarily  with 
oonditione  and  financial  practice  in  the  United  Sutei  and  indndee  many 
alK>  te  the  eiperianre  and  pcaetiee  of  other  oountrwe.  Tkt  muomom 
urn  of  finanrtal  opvatkxw  are  txtranaly  ndnahle  and  anab  epeee  ii 
O^ren  te  their  expoeition,  but  eome  of  them  eeem  te  be  euperfluooi.  Tke  knpfee- 
«M  firen  it  that  the  book  hat  been  written  larsaly  from  date  at  hand  and  aooie- 
what  diffunly  without  any  ipecial  effort  haTing  ben  made  to  eofw  aoae  of  Ibe 
■uhjeete  in  their  entirety.  For  example,  his  treatnMBl  of  Sabaoriplioo  PkiTflefM 
ur  *'RighU"  ie  in  eome  respeete  inadequate 

Ti^  lyiok  it  on  the  wbole  a  valuable  and  praetioal  eontribittioB  to  tbeenbieel» 

ittle  hat  been  written.    The  vanoua  topiet  are  eartf ully  anraactd  aad 

'  r«  rxiHMiition  hat  been  made  e»eptk>nally  dear  and  aalBeienlly  eleoHataiy  lor 

Ihoet  who  are  imfamiHar  witb  th>  wbieci  of  butinett  floanee  in  any  of  ite  npitte. 

T.  C.  B. 

John  A.    Tim  Mmkmdam  <^  Bxekimgt,    Pp.  m,  365.    Prka^  12.26. 
etr  York:  Oxford  UniTentty  Prott,  1017. 

\s  a  convenient  and  weO-arrtnftd  treatate  on  money  and  hanHm^ 
u^kl't  vohmw  ie  to  be  eommoided.    Within  a  eompaimthpely  brief  i 
"f^tenled  a  very  excellent  dettilptfcin  of  tbe  moi 
a  tht  itid,  aU  of  tbn  Btudied,  of  eouree,  from  tbe 
*aett  to  other  lyileaM  than  tbe  Ri^iiBb  art  few  and  oHTtly  iaeUeBtel  to  tbe  iMfai 
The  hittorieal  and  tbtoietieal  Mpeete  of  tbe  qvtatkMi  art  wdl  oovarad, 
806 
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MOW  of  the  more  important  ohaptera  being  thoee  on  the  quantity  theory  of  moi 
bioMtelUBDf  the  ^g>»*>»  h^nlHng  system  and  the  theory  of  intemationul  ti. 
A  eUtiitifltl  appendix  fumiibee  some  valuable  data  for  reference  purposes  and 
several  diagrams  on  prices  aAd  trade  returns  are  also  included. 

The  author  makes  no  contribution  of  importance  to  the  theory  of  his  subject. 
His  defense  of  an  ideal  paper  money  without  a  metallic  reserve  is  not  conviiu  i'></ 
His  ooofidence  that  "the  war  has  taught  the  governments  of  Europe  what 
wail  aiioagh  known  as  a  matter  of  theory  before,  that  the  evils  of  paper  mon( 
MtMy  in  its  abuse"  (p.  85)  suggests  an  optimism  regarding  war  finance 
othsn  may  not  share.    Even  his  belief  in  "  the  much  higher  standard  of  nat  i 
honour  and  finanriiRl  efficiency  and  rectitude  which  has  been  displayed  b> 
gOTenmients  of  the  belligerents "  (p.  104)  does  not  quite  satisfy  those  who  > 
bsfiere  that  even  hi|^i-minded  officials  often  are  unable  to  control  such  pie.^ 
fiscal  problems  as  those  of  the  present.    Chapter  XIII,  in  which  he  tests  the 
quantity  theory  and  finds  it  wanting,  is  weakened  by  an  inconsistency  in  the  use 
of  the  word  "money"  which  leads  to  an  unfair  criticism  of  the  theory  he  is  attack- 
ing and  entirely  invalidates  his  argument. 

E.  M.  Pattbrso 
VnbfenUy  cif  Pennsylvania. 

Foreign  Trade  aitd  Commercial  Geoqrapht 

BAVTBOLomBW,  J.  G.  The  Advanced  Atlas  of  Physical  and  PolUical  Geography 
Pp.  107.  Price,  $3.75.  New  York:  Oxford  University  Press,  1917. 
The  name  Bartholomew  attached  to  any  cartographic  production  is  sufTi 
to  insure  exactness  of  detail  and  excellence  of  workmanship.  It  is  to  be  exptvi^.. 
therafore,  that  this  new  atlas  must  be  heartily  commended  to  all  students  o 
geogmphy,  but  it  needs  to  be  inspected  in  order  to  get  an  adequate  appreciation  o 
■ome  of  the  physical  maps. 

As  is  customarily  the  case  in  preparing  atlases  for  European  use  prim* 
there  are  proportionately  many  more  maps  of  the  old  world  than  of  the  new, 
six  pages  are  given  to  Australia  and  only  four  to  South  America.     A  numl)er  u 
useful,  new  mape,  not  found  in  earlier  atlases,  have  been  included,  increasini 
materially  the  general  value  of  the  book. 

W.  S.  T 

Haum,  HnfU.  Germany*9  Commercial  Grip  on  the  World  (trans,  by  Manin 
EmaDiifll).  Pp.  XV,  259.  Price,  $1.65.  New  York :  Charles  Scribner's  Som 
1917. 

This  book  is  an  explanation  of  Germany's  business  methods  which,  acoordin: 
to  the^author,  resulted  in  the  world  war.  Her  rapid  industrial  rise,  which  I 
briefly  sketched,  created  the  necessity  for  expansion  in  which  the  principal  factor 
ware  the  banks  and  credit,  cartds  and  dumping,  means  of  transport  and  the  si 
of  the  state.  By  these  agencies  and  a  systematic  study  of  the  markets  she  brough 
about  the  economic  penetration  of  the  world.  But  success  was  by  no  meai 
to  a  highly-organised,  well-directed,  subsidized  industrial  and  con 
Qennany's  work-energy  and  extreme  productivity,  her  spir 
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ci  tmmeuktion,  ber  impenal  union  ol  mammn  md  mao,  of 

eomblB6d  with  a  pcooaM  of  ftandardjutloii,  ivniltad  ia  Uk 

Uid  Um  f oQDdAtioii  for  a  eonpltto  MOOMrie  oooqiMil  of  tiM 

the  iJlifli  ara  warMd  of  tho  tJanjiffi  ooolrooUoc  Um 

of  p«m  tmkft  tono  of  Um  noUiodi  ol  Iho  ««Dy  bt  omployod  Md  MBt  of  tlM 

(UnfmoftboioiiMlliodiboAvoMod.    Ono  oritkin,  of  lofk  nUliv  ttea  ooBt«rt» 

might  be  niood,  namdy,  whotbor  the  ■— tjuo  thai  OwMuqr  arfghi  bj  poinrfnl 

Hodi  hAYO  wbdiMd  the  world  •oonomiwHy  in  the  iMst  twooty  ymi%  mn  be 

aflOed  with  the  oonelurion  of  bar  entire  raeponrt)flity  for  the  wr,  thoofb  m 
rtpiAoetloo  io  offered.  It  H  bowerer,  an  ioatniethre  work,  loaded  with  tdlim. 
fMta. 

K.  F.  O. 

iMMiafnuAL  UjMMaaMMwr 

BuPABD,  Gsoaaa  H.    Th»  A^pUeaHan  t§  E§dMmt^  Prirndplm.    Pp.  i,  »6 

Price,  $3.00.    New  Yoric:  KigineeriDg  Mafaaine  Company,  1917. 
r^CKEB,  NiCBOLAM  T.    Skop  Expmm  AHal^ii  and  Catiirol.    Pp.  tx,  236.    Priei^ 

13.00.    New  Yoric:  Engbeering  Mafaihie  Oompany,  1017. 

Mr.  Shepard'e  book  fiUa  the  gap  betwei  Tiykt'e  Shop  Mmnmml,  Earn- 
no'ilC^loMcy  and  Tk$  TwtUt  Prindftm  pf  Mjjktmwtf,  oo  the  one  hand;  and  FlMk- 
hnnt't  AppH^  Mtthodk  tf  8titmHjic  Mvnogmmt  and  Knoeppel'e  !nttMn$  Bh 
JkimcyJ/ifAodt,  on  the  other  band.  While  Taylor'a  and  Ememn'aworhaoittliDe 
phikieophiei  and  prindplee,  Knoeppel'e  and  Parkhuret'a  booka  preeent  iJeniiMiiine 
of  q)eeifie  inetannee  Mr.  Sbepard  preeenU  praotieal  methoda  of  applying  the 
philoeophiei  and  prindplea  to  any  giTon  eaae.  He  r«poupe  EflBenon'e  twelwe 
ee  foOowe:  (a)  all  induaive:  higher  eommon  eenee;  (b)  prinMiy:  Ueak^ 
organiBatk>n;  (e)  secondary:  adaptation  of  condition  and  work  to  eaeh 
other,  correet  methoda,  inetmetkMH,  fair  deal,  diaeipUne^  planning  and 
leeordi,  etandarda,  efiefaney  reward. 

The  eiamplee  given  to  illustrate  the  adaptation  of  prindplee  to 
V  drawn  from  a  wide  Tariety  of  induatriea.  Mr.  aiepard's  book  wO  proiF<e  a 
valuable  aid  to  industrial  managers  in  answering  the  question:  "How  ean  I  apply 
sffmeocy  principles  to  my  business?" 

Mr.  Fleker'e  work  on  shop  expenee  is  a  far  more  eomprebenaiTe  work  in  thla 
Md  than  baa  eeyei  been  publiriied.    The  faet  that  mamif^otnrii^  eapMe  i^  hi 
aU  industries,  peater  than  the  total  direei  bbor  ahoold  Hsp^  Joitiljr 

direct  Ubor.  Eeonomiee  hi  ehop  expenee  are  nol  mora  dtftaH,  ImH 
frtqueotly  eeeier  to  bring  about,  after  analysis,  than  eeonomisi  in  dhtil  labor. 
The  author  preeenta  a  thorough  ilisniissifsi  of  the  eubjeei  of  ebarilaaliQB  and 
wterprstation  of  general  ledger  aecounta  pertaining  to  production;  alao  siieh 
'^-*tfln  of  adminiet ration  aa  rent  and  ourrent  variation  ratioe  for  adjusting eonvnl 
■«  Numeroue  examples  are  given  of  graphical  cost  etatietics  and  rsporta.  Mr. 
rioMr'a  book  will  be  a  valuable  addition  to  every  ooet  aooountant's  libimry. 

Huoo 
MaeiK«  Dtpl.,  U,  S.  A, 
towsfl.Mo«s. 
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Transportation 

Blakb,  Ukxrt  W.  and  Jackson,  Walter.    Electric  RaUxoay  Trans jwrtatum. 

Pp.  ▼!!,  487.    Price,  16.00.    New  York:  McGraw-Hill  Book  Company,  1917. 

TIm  Authon  of  thii  volume  have  for  years  been  doaely  asaoeiated  with  the 
iisutiio  rsflway  industry.  Mr.  Blake  is  editor  of  the  BUdric  Railtoay  Jounud, 
and  has  served  as  a  member  of  many  important  committees  of  the  American 
Electric  Railway  Association.  Mr.  Jackson  is  a  former  associate  editor  of  the 
Journal  and  its  present  business  manager. 

No  claim  is  made  that  the  volume  brings  to  light  a  large  amount  of  hitherto 
unpublished  material.  Most  of  the  data  contained  in  the  book  has  appeared  in 
of  various  electric  railway  organizations.  It  is,  however,  the  first 
which  has  been  made  to  bring  within  one  cover  a  connected  account  of 
tha  eleotric  railway  industry.  In  general,  the  volume  deals  with  three  main 
problems:  traffic,  fares,  and  the  handling  of  employes.  It  is  copiously  illustrated 
with  diagnuns  and  charts,  bringing  out  the  various  matters  discussed,  and  will  be 
of  great  value  to  all  young  men  about  to^nter  the  electric  railway  field,  or  indeed 
to  anyone  desiring  a  knowledge  of  this  important  industry. 

The  style  is  simple  and  the  text  is  illustrated  by  hundreds  of  examples  taken 
from  current  practice. 

T.  C. 

Dixon,  Frank  Haiqh  and  Parmelee,  Julius  H.    War  Administralion  of  the  Rail- 

tDoya  in  the  United  States  and  Great  Britain.    Pp.  x,  155.    Price,  000.     New 

York:  Oxford  University  Press,  1918. 

Tliis  monograph  is  one  of  a  series  of  preliminary  economic  studies  of  the  war 
edited  by  David  Kinley,  Professor  of  Political  Economy,  University  of  Illinois, 
and  published  by  the  Carnegie  Endowment  for  International  Peace.  I'be  co- 
authors. Professor  Frank  Haigh  Dixon  of  Dartmouth  College  and  Julius  H. 
Parmelee,  are  Chief  Statistician  and  Statistician,  respectively,  for  the  Bureau  of 
Railway  Economics  maintained  at  Washington,  D.  C,  by  the  railroads  of  ** 
United  SUtes. 

The  foreword  states  that  the  authors  have  attempted  nothing  beyond  n 
simple  narrative.  The  section  dealing  with  the  United  States  covers  the  period 
of  Toluntary  oo6peration  by  the  railroads  of  this  country  to  solve  the  transporta- 
taoo  problems  caused  by  the  war,  or,  to  be  more  exact,  from  the  fall  of  1915  when 
the  American  Railway  Association  appointed  the  Special  Conmiittee  on  Codpera- 
4aon  with  the  Military  Authorities,  to  the  end  of  1917  when  reconomendations  werr 
■ade  to  Congress  for  greater  unification  of  management,  the  most  important  of 
which  was  the  special  report  of  the  Interstate  Commerce  Commission  of  Decem- 
ber 6, 1017.  The  organisation,  itself,  the  problems  encountered  and  the  extent  tc 
tbey  were  iolTed  by  that  organization  comprise  the  major  portion  of  the 


The  history  of  the  war  administration  of  railways  in  Great  Britain  is  sinularl) 
Although  the  author's  purpose  was  not  to  compare  the  handlieg  ol 
war  traoiportatkm  problems  in  the  two  countries,  they  hiwT^  ^ven  the  reader  t 
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for  eontrMdng  the  nwllKMli  of  both  ooonlriM  and  mm  of  tko  fHuMi  m- 


Tbere  are  mtotaI  Appoiidioti  of  iatofiii.  Cooowotog  tliii  ooaBtoy*  tteM  ii 
.  von  Um  pwHoiMl  of  tbo  raihniy  war  nrnaiooiinii  mi  Um  laniiimoiinii  of 
Iloiidioi  WOmi  teUng  poMHioo  of  tho  rsihniyo.  rniiiiirniBi  Tlml  ITriliii 
tlMO  ii  ghr«i  Um  tm  of  tho  IU§tJaMm  ni  Fmm  Ael,  1871  (uate  vhtab  QmH 
BriUun  took  oYor  hor  lAOroodt),  Um  tost  of  Um  kw  pooliag  qwiol  povwi  to  tiM 
Tkutfd  of  Tnuie  and  Um  Ofdon  vhieb  thai  body  iwMd. 

Thifl  vtudy  k  partieularly  tunaly,  altiiough  it  ooukl  havo 
**luab)e  by  aouroe  rafotonoaa,  MpaoiaUy  to  aomo  of  tiM  atatiatki 

W.  B.  Wi 


ilBUUCS^CA.    HitUtry qf Commmm and !ndmtrp.    P|i.nnr,<63.    Priea,$1.60. 

Novr  York:  Tho  MawniHan  Oompany,  1017. 

ProfoHor  Herriek  givaa  a  iunrqr  of  tho  dovolopoMnt  of  ooaunaioa  and  indua* 
try  fkom  the  aarliott  historical  timoi  to  tho  prawn t.  Ho  piMMiw  admlrabla  pio- 
portkNM  in  the  division  of  spaee,  and  writes  in  a  eloar  and  raadabla  style.  In  his 
ftiinisiinn  of  the  eonuneretal  developuMnt  of  the  Ekiglkh  eolooioi  in  AoMriea  the 
author  (aDs  into  the  all  too  eommon  error  of  missfatfng  the  tenna  and  purpoass  of 
Um  Knglish  AcU  of  Trade,  and  he  fails  to  note  the  Umrp  diiUiMtion  between  the 
EosU»h  colonial  policy  as  developed  before  1763  and  the  pottqr  pawed  after  that 
year. 

T.  W.  V.  If. 

HunoufonD,  Edwaed.    Th§  RaOroad  FrobUm,    Pp.  aSft.    Price,  $1.50.    Cb^ 
cago:  A.  C.  McClurg  and  Company,  1017. 

A  series  of  articles  in  popular  style  on  the  "sick  man  of  Amorieaa  Businaas." 
tr  IT  ungcrfoid  analyser  the  prsBsnt  difficulties  of  the  laalroadB  and  poinla^lba 
^a,\    ;u"  through  a  better  government  policy,  increased  eAeian^,  aibitiaUon  of 
labor  disputes,  and  the  utilisation  of  other  means  of  tranaportaUoB. 

T.  W.  V.  If. 

Jacksoh,  Duqalo  C.  and  McGaxTB,  David  J.    8intt  Bmiwoy  rarm:  Tknk 

RthUmloLmgUio/HmdatidCimiofSmriee.    Pp.  lii,  160.    Price,  t2J0. 

New  York:  MoGimw-HiU  Book  Company,  Inc.,  1017. 

The  eleetrie  railway  industry  is  unfortonale  in  having  the  little  book  Stmt 

fom  by  Measni.  Jackson  and  McQrath appear  at  this  time.    Theoriginal 

in  the  book  are  largely  based  upon  a  aopertoial  study  of  a  wy  ssaall 

poop  of  companies  situated  in  the  aUte  of  MsssaiihiMsHa,  where  operating  and 

tnMn  eoodhkaa  are  quite  iliaimilar  to  thoae  prevaiing  in  the  laig»  part  of  Um 

Uated  Slalaa.    Thua,  f or  aampla,  the  ooMhakm  is  raaebad  that,  due  to  liaAe 

losMs,  "the  eompanies  received  little  or  no  increases  in  groat  HVMM  in  spite  of  a 

ao  per  cent  increaae  in  rates  of  fare"  (page  &5)  whore  ai3B-o«l  lum  havo  bean 

insoguraled.    This  condaskm  is  based  upon  an  insuficiant  ainminalinn  of  the 
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lo  Dins  oompmim  in  BiMnohuNtts,  and  ignores  tlv 
^/^ry  MtlrfMtory  fVif*****!  nsulte  which  have  been  leoured  throughout  i ' 
wbve  nx-oent  fares  have  been  tried. 

A  largs  part  of  the  volume  oonaista  of  a  restatement  without  credit  of  materia  > 
whkli  appeared  in  Studim  in  the  Ca»l  of  Urban  TransportaHon  Service  by  Mr.  F.  \\ 
DooUtUe,  oompriiing  the  remits  of  his  investigations  as  Director  of  the  Bureau  • 
Ftere  Tfweainh  of  the  AmerieaD  Eleetrio  Railway  Aseociation. 

T.  C. 

MaoQibbon,  Duncan  A.    Railway  Rates  and  the  Canadian  Railway  Commission. 

Pp.  XV,  264.    Price,  $1.75.    Boston:  Houghton,  Mifflin  Company,  1917. 

This  book,  which  was  awarded  first  rank  in  the  competitive  essay  contest 
founded  by  Messrs.  Hart,  Schaffner  and  Marx,  deab  mainly  with  the  regula- 
tion of  rates  by  the  Canadian  Railway  Commission.  The  writer's  main  purpose 
was  to  "exhibit  the  guiding  principles  in  the  rate  decisions"  of  the  commission. 

As  a  background  the  book  contains  an  account  of  the  development  of  Cana- 
dtan  waterways,  the  policy  of  the  Confederation  Provinces,  the  construction  and 
development  of  the  Canadian  transcontinental  railroads,  the  results  of  the  general 
transportation  policy  of  Canada,  and  the  regulative  statutes,  commissions  and 
other  forms  of  public  control  that  have  obtained  in  Canada.  Since  the  author  was 
primarily  concerned  with  the  work  of  the  present  Canadian  Conmiission  his  ao- 
oount  of  existing  freight  rate  structures  and  rate  territories  is  brief. 

The  greater  part  of  the  book,  which  is  well  written  and  bears  evidence  of  cai 
ful  study,  deals  with  the  rate  theories  developed  by  the  conmiission  in  connectiun 
with  the  charge  of  excessive  rates;  those  developed  in  connection  with  the  charge 
of  unjust  discrimination;  and  the  relation  between  the  conunission's  rate  theories 
and  pubUc  policy  such  as  the  making  of  charges  to  develop  or  protect  industries 
and  traffic.  Dr.  MacGibbon  concludes  that  "on  the  whole,  while  the  Board  has 
the  reduction  of  excessive  rates,  and  has  eliminated  certain  abuses  of  dis- 
m,  it  has  not  used  its  power  over  rates  and  tariffs  to  influence  the  ordi- 
naiyeommerdal  development  of  the  Dominion.  It  has  essentially  functioned  as 
a  eoovenient  informal  court  of  justice  rather  than  as  a  regulative  commission." 

G.  G.  H. 

MuNDT,  Flotd  W.  (Ed.).  The  Earning  Power  of  Railroads,  1917.  Pp.  478. 
Price,  $2.60.  New  York:  Jas.  H.  Oliphant  and  Company,  1917. 
The  1917  iasue  of  Mund/s  Earning  Power  of  Railroads  adheres  to  the  same 
or  plan  as  the  inue  of  the  preceding  year.  It  contains  ten  chapters  con- 
delhiitiona  of  raflway  accounting  terms  and  outlines  the  principles  that 
dMNdd  be  applied  by  investors.  These  explanatory  chapters  are  followed  by  a 
of  tablee  oontaining  statistics  of  the  fiscal  year  1916  in  comparison  with 
of  previous  yean  for  the  principal  raihroads  of  the  United  States,  Canada, 
Oiba  and  South  America.  The  tables  are  supplemented  by  over  260  pages  of 
Ddei  ooDoeming  the  capitalisation,  dividends,  physical  and  financial  condition 
and  eamingi  of  the  railroads  included  in  the  statistical  tables. 

G.  G.  H. 
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PuuvoiD,  Edwabo.    CwmmtM  omd  tk§  Bwtpin  i»l4  mi  AS^t.    Pp.  i,  348. 

Prkfl^  ?•.  0d.    LoBdoD:  P.  8.  King  and  ftm,  1917. 

Ad  osIimiiIIt*  arguiiMot  in  favor  of  ibt  teotlaiaftlioD  fd  Ite  frwtiKk  polqr 
.J  ,\.^  M-<!ithEmpii«,byAm«nlMrorUM8nu«oltlM 


Wnm,  Walhwi  Lommo^    BaStrood  CmtirwMm  (6Ui  td.  Ptv.  and  takisKl). 

Pp.  XT,  831.    PrioSptlOO.    Ntw  York:  4olmWil0yMid8oM,lM^  1917. 

V\)M  oxoaUeoi  haodbook  dtdi  with  all  phaMt  a(  imOway  oooftrvolioo  tnm 
i\9 •uodpoint of tha pmlkfag wiJnBir.  Uootooly 
>i«Uiodt  of  modim  Moalruolloo  pnctiea,  bui  ittdiaAlM  Um 
or  Um  mtibodi.  Tht  forow  aditioo  Ium  boM  t^oRMfldy  fvvittd  tad  pmOy 
mpiovwl  Iqr  tbo  addltkm  of  nuMh  iMw  milirkL  T.  W.  V.  M. 

EOONOMIOB 

LT,  RicHABD  T.;  Hms,  Raltb  H.;  Lnn,  CHABLOi  iC;  Castbi,  l^mtAS 

Ni     s.    TkM  Fmmiaiimn  ^  ATaW^iKrf  Pmatpfity.    Pp.  oit,  878.    Priai^ 

^AA>.    Noff  York:    The  Mawniflan  Cooipuiy,  1917. 

At  indioaiad  in  tha  sub-tiiK  thk  Tohima  to  a  ooUaetka  of  ''Hadtoa  fa  tht 
QooavraUoD  of  parmanant  national  reaouroaa."  Eaah  of  tba  fow  anlbQiB  daab 
wilh  a  aaparata  lopio:  Profaaor  Ely  with  oouaM  laUuu  and  aamioinin  thaory, 
Prof «aor  Has  with  oonaarrstloo  and  aooooade  atolotioo,  Profaaor  Laith  wiib 
uuuaM  f  aliou  of  oartain  minaral  reaouroaa  and  Prof iwor  Oanrar  wHh  eqmwialhia 
of  human  raaouroaa. 

Profe«or£lyakat«baa  tha  KTowth  of  Um  Utaoryof  ooiMrTatioo,  partiaokriy 
:t  the  whtinp  of  aoonomiata,  and  laya  tha  foundationa  for  tha  othar  thraa  i 
of^tha  volume.  Conaarration  to  broadly  dafinad  and  tha  problam  nloai^y 
latad  with  the  dtolribation  of  wealth,  from  whieh  it  foUowa  that  "a 
tion  policy  maana  wiaa  property  relatione."  Profaawr  Oarrer  with  hto 
▼ifor  preaaoti  vieWB  that  are  for  the  moat  part  familiar  to  thoea  who  are  I 
with  hto  writincii,  aapeoiaUy  hto  Bmo^  in  Social  J^uUm,  One  of  the  BMai  faitar- 
Mting  and  valuable  ohaptan  to  the  one  ooidleoeaiae  a  aouroa  of  waate.  Piufwm 
ijeiiti  dtoouana  ooal,  iron  ore  and  copper,  laying  atreai  on  tha  eirtent  lo  wUah 
^tnaervilkmil  meaaurea  already  in  operation  in  theaa  three  indoitriea  have  ben 
utiated  by  private  anterpriae  for  aalf-intereat  He  emphaaiaaa  tha  poaAflitiai 
of  f urthor  uee  of  private  oontrol'  while  at  the  aame  time  urging  atroflfly  the  im- 
pertanea  of  the  aphare  of  publio  endeavor. 

It  to  in  the  aeetion  by  ProfaMor  Hom  that  the  general  iheoiy  of  Bui—iatiun 
■A  moat  fully  and  ntiafaotorily  developed,  although  he  limite  hto  diaoviioB  lo 
he  natural  agenta  of  production.  Tbare  are  four  parioda  of  indiielriaMiatioo, 
•  «.  thoaa  of  exploitation,  induatrial  development,  induatrial  matoiity  and  iadaa* 
uuU  ii^ewion.  Each  period  hae  ita  eharacteriatiei  and  for  each  there  to  an 
^(>Kopriaie  oouiaifation  policy.  In  the  earlier  perioda  private  proprtotoiehip 
iiay  Dot  be  incompatible  with  aooial  intereat  but  in  the  later  ooei  there  may  be 
nore  divergMoe.  Snee  there  to  a  teqhnieal  auperiority  of  preaent  over  future 
ioode,  private  pfoprietora  mart  be  ^nored  to  «ving.by  the  ofler  of  aa 
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M  A  reward  for  abctiiMnoe.  But  this  may  be  inadequate  to  meet  the  social 
and  ooosequently  "it  is  the  principle  of  compound  interest  rather  than 
thai  o(  annual  interest  which  must 'be  applied  to  conservation  finance."  Much 
maj  aoooidincly  be  done  for  conservation  through  individual  ownership,  but 
there  should  be  a  gradual  substitution  of  corporation  management  while  "the 
formulatloo  and  execution  of  a  oomprehensi^  conservation  policy  is  fundament- 
ally  a  fOTemment  function. " 

8ueh  dflfeeta  as  the  volume  possesses  are  due  largely  to  the  joint  authorsliip 
Cooiiderable  epace  b  given  to  some  natural  resources  and  comparatively  little 
to  others,  e.g.,  lumber  and  water  power.  A  few  duplications  occur  in  the  develop- 
ment of  argument  but  they  are  insignificant.  The  book  is  a  valuable  one  and  is 
a  gratifsring  evidence  that  modem  economists  are  not  guilty  of  the  criticism 
oT  the  older  writers  as  sUted  by  Professor  Hess  (p.  118):  "  The  rdle  of  labor  and 
eapital  was  relatively  overnirawn  and  the  industrial  functions  of  natural  resources 


E.    M.   PAlTERaON. 

Unkmt&if  of  Pmruylvania. 

Hoxis,  RoBBBT  F.     Trade  Unionism  in  the  United  States.    Pp.  xxxvii,  426. 

Price,  $2.50.    New  York:  D.  Appleton  and  Company,  1917. 

This  book  is  the  result  of  an  effort  to  reproduce  as  faithfully  as  possible  the 
notes  and  lectures  on  Trade  Unionism  used  by  Robert  F.  Hoxie  during  his  last 
year  of  teaching  in  the  University  of  Chicago,  and  to  combine  with  them  some  of 
his  papers  previously  published.  The  task  has  been  skillfully  done  and  the  result 
is  a  reoaarkably  logical  and  coherent  presentation  of  a  vital  phenomenon  in  present 
indtatrial  relations.  The  exceptional  equipment  of  Professor  Iloxie  is  stated  by 
PrufesBUi'  Downey  in  an  introductory  chapter  in  these  words:  "Trained  originally 
in  the  straightest  sect  of  cloister  economics,  he  had  the  good  fortune  to  escape  its 
influenoe  before  his  teachers  had  succeeded  in  dulling  his  appetite  for  reality. 
Palling  next  imder  the  potent  spell  of  Thorstein  Veblen,  he  acquired  the  genetic 
standpoint,  a  wide  acquaintance  with  cultural  history,  and  an  abiding  interest 
in  institiitkMial  devdopment.  After  this  varied  apprenticeship  he  devoted  him- 
self for  the  space  of  more  than  ten  years  to  an  intensive  study  of  American  trade 
unionism. " 

The  most  valuable  chapters  in  the  book  are  perhaps  those  on  general  Char- 
acter and  TVpes,  Present  Union  Groups,  Industrial  Workers  of  the  World,  Em- 
ployers' Associations  and  the  ones  on  scientific  management  and  the  opposition 
to  it  on  the  part  of  organised  labor.  The  characteristic  note  of  the  book  is  its 
prHsntation  of  the  sobjeet  in  terms  of  structure  and  function  and  the  laying  of 
on  the  latter.  Structurally,  some  six  main  forms  of  labor  organization  are 
to  exist,  while  the  real  differences,  which  are  functional,  are  seen  in  such 
le  bminesB  tminnign,  uplift  unionism,  revolutionary  unionism,  and  preda- 
tory nnkwimi,  with  varieties  in  both  revolutionary  and  predatory  unionism.  The 
book  k  a  distinct  contribution  to  the  literature  of  labor  problems  and  should  be 
of  value  to  both  the  student  and  the  general  reader. 

GsoBaE  M.  Janes. 
Vnl9er9ity  tf  North  Dakota, 


► 
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SBAOSB^IIsmiTR.    Frineiptm^Ettmtmtm  Qftdtd.,  wr.).    P|^B^6tl.    Vrim, 

92M.    New  York:  Henry  BoH  sad  Compmy,  1917. 

TUi  rtvted  aditioo  ii  wiManHaHy  Um  mam  m  Um  I9U  Aliiui^lii  ^  Mm- 
nmitia,  Mid  wan  of  the  Mm  adiUoQ  may  fail  a  ovtaio  ilhi|iriiiitwl  thai 
more  extMided  reriifen  wae  not  made.  Twelve  pefn  ci  nmr  meteikl 
Mided.    Ttoe  indode  the  Underwood  Teriir  (pp.  M7-«),  a  relemee 

'ift  of  the  IntereUte  Commeree  Aet  (p.  448),  the  Federal  T>ade 
Ad  (pp.  473-4),  the  ClaTion  Aet  (pp.  474  ff),  the 
Law  of  i016  (p.  526). 

CfLC 

ixar,  WiLUAM.  Eeamomie  AmidU  ^  t^t  SintU^nih  Ctnbtnt.  Seeood  toIomi 
Pp.  zjoi,  584.  Priee,  88.50.  New  York:  The  MaemOka  Coo^iaBy,  1817. 
Thk  volume  covering  the  deeade  ending  with  1880  wie  the  Inal  work  of 
ProTeaKMr  Smart.  It  had  been  reviaed  before  IVofemof  8BMifa  death  and 
prtaumably  praetkaUy  ready  for  the  prini«.  Like  other  worki  by  the 
it  prennte  coneiaely  and  accurately  material  celected  with  eeholarly 
NaturaUy  the  beginning  and  early  piogieei  of  the  free-trade  movement  in  Enf- 
land  reeeivee  much  attention.  The  etruggle  between  ecooomie  daane  hae  eo 
changed  during  the  paet  hundred.yean  that  Ameriean  enonnmlete  liav«  difieulty 
in  giving  ae  great  importance  aa  do  Engliah  efmnomiata  to  the  moveoMot*  whkh 
fUrted  in  the  third  decade  of  the  laet  century,  for  reduetkm  of  import  dutlea  on 
agricultural  produeta.  It  ia  probable  that  economic  hiatoriea  of  England  Cor  the 
ftrrt  half  of  the  nineteenth  century  written  a  century  hence  will  give  greater  em* 
phaaia  to  aubjecta  other  than  free  trade.  However,  finance,  tevatinn,  navigathm 
bwB,  induetrioi,  IreUnd,  apeoulation,  labor  legialatinn,  railway  beginning  ete^ 
each  receive  careful  attention,  deapite  the  apeoial  etnphaaia  given  to  the 
to  repeal  or  amend  the  "com  lawa."  No  aarioui  etudent  of  EngMah 
hiatory  can  neglect  to  atudy  the  two  volumea  of  Eoonomic  Annala  prepared  by 
Pkofeamr  Smart.  It  ia  to  be  regretted  that  he  did  not  live  to  eoatlnae  the  work 
ao  ably  begun. 

E.R.J. 

«V<ioDBUBT,  R.  A.     SocioL  Ingvranee:  an  hconotmc  Anaiyn*.     i^.  x,  171.     Price^ 

11.25.    New  York:  Henry  Holt  and  Gompaay,  1017. 

Thia  book  perforuM  a  aervioe  that  eodely  dened  about  the  time  the  New 

Terfc  Court  of  Appeale  declared  our  fiiet  compulacry  workmen'e  eenm  weal  inn 

tit  uncooetitutionaL    At  that  thne  we  needed  a  careful  eecooode  aaabiia  ef 

'*nele  and  burdena  to  eatablieh  the  right  of  workmen'a  compeneathm  to  bei    Ita 

nadplee  were  new  in  the  United  Statee  and  it  wm  hailed  aa  a  dream  of  eodal 

iif ermem.    Thia  book  phmgea  etmightway  imo  aooh  queatlone  aa  the  barden  of 

eoet,  the  point  at  which  the  harden  faDa,  and  the  way  hi  whfah  the 

will  affect  capital  and  induatry,  wagM^  and  the  development  of  thrift; 

Md  flnaUy  the  effect  of  workmen'a  oompenatkm  on  the  pretention  of 

The  dieappointing  thing  ia  that  it  did  not  appear  until  1017. 
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Om  hM  the  fMling  on  reading  the  book  now  that  it  has  outlived  its  useful- 
DMi  before  ita  appearanoe.  For  today  the  principles  of  workmen's  compensation 
are  aoaroe^  open  to  question.  Present  problems  deal  witli  the  perfection  of 
law»— better  adjustment  of  benefits,  better  administration,  scientifio  determina- 
tion of  costs.  The  author's  conclusion  leads  one  to  believe  that  it  was  written 
long  before  thirty  odd  workmen's  compensation  laws  had  been  passed,  before 
tfeo  the  question  of  constitutionality  had  been  settled  with  some  degree  of  fin;i 
Hj  by  the  United  States  Supreme  Court.  Aside  from  the  fact  of  its  tardy  appear- 
•neei  it  is  a  very  careful  and  thorough  analysis  and  will  be  of  considerable  value 
to  the  student  of  social  insurance. 

Bbuob  D.  Mudgbtt. 
Umkwtity  qf  WathingUm. 

POLITICAL  SCIENCE 

CoRWiN,  Edwabo  S.     The  Prendent^s  Control  of  Foreign  Relations.    Pp.  vi,  216. 

Price,  $1.50.    Princeton:  Princeton  University  Frees,  1917. 

In  this  work  Professor  Corwin  has  given  an  illuminating  presentation  of  one 
of  the  vexed  questions  in  American  constitutional  practice.  Fortunately  for 
the  students  of  the  subject,  he  has  reprinted  two  historical  discussions  relating  t^ 
the  power  of  the  Executive  over  the  foreign  relations  of  the  United  States,  vi. 
the  early  discussion  between  Hamilton  and  Madison  in  1793,  and  the  senatorial 
conUoveisy  between  Senators  Bacon  and  Spooner  (1906). 

The  author  has  selected  his  material  with  great  skill  and  discrimination,  and 
as  a  result  the  reader  receives  a  clear  picture  of  the  growing  power  of  the  Executive 
over  foreign  relations. 

A  particularly  suggestive  portion  of  the  work  is  the  chapter  dealing  with 
Executive  agreements  with  foreign  countries.  The  arrangements  entered  in* 
by  the  Presidoit  clearly  demonstrate  the  far-reaching  power  which  the  Executive 
may  exercise  independently  of  the  Senate.  In  a  number  of  instances,  notably 
the  San  Domingo  protocol,  the  President  proceeded  in  spite  of  the  opposition  of 
the  Senate^  entering  into  an  arrangement  which  was  not  ratified  until  nearly  two 
years  after  the  original  agreement  had  been  effected. 

L.  S.  R. 

Pne,  Carl  Rusbbll.    American  Diplomaq/.    Pp.  xi,  541.     Price,  $2.75.     N>w 

York:  Henry  Holt  and  Company,  1915. 

Professor  Fish  has  here  presented  in  great,  and  sometimes  needleee. 
a  history  of  the  major  part  of  the  important  political  events  in  the  forei^i 
tionay  not  of  America,  but  of  the  United  States  from  June  16,  1775  to  son 
in  February,  1915.    The  title  adopted  for  the  work  is  essentially  and  unfortu:. 
misleading.    The  book  has  very  little  to  say  about  American  Diplomacy  and  tl 
author  shows  no  evidence  of  having  drawn  to  any  appreciable  extent  upon  ti 

and  rich  stores  of  original  source  material  in  this  broad  field  of  politics,  la^ 

ell  known  to  be  accessible  even  in  one  single  country,  the  Init* 

A  brief  prefatory  note,  presumably  written  by  the  author,  explaii  >  !  u 
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•f  our  fordgn  Affaifi.    If  Um  woctii  "AmwkMi  Di> 
'*  -rtn  rsplsMd  by  Um  phnM  "ehM 
<  United  SUIM"  a  wouU  pMi  M  a  faMy  I 
Ale  •  h  vr  lubiaet  matUr,  and  oMtlwd  of 

taf>  nriti  torieiL    TIm  work  ibongb 

>Qt  with  Um  North  Anmiean  ladisM 

of  bokneo  in  iho  tftaliMol  of  sad 

wnphMMpv  kIi^  and  peraoBi 

a  Uek  of  digv  _,  . ^a  •Aooodafy  nalsial 

hy  the  Aiitlior.    Ainunf  many  woD-oelec  or  kf^*T^  unfortitiMtaly 

>*»ar  such   :    "       .    ..-  tiUat  aa:  The  ^  '  f*-nbl6iM  in  Now  Haadt; 

:ui)e.  is.i  :  tho  lion,  par!  r<)priato  to  ibo  novtiiit 

'id  that  Ux  l>itiatioa,inwU«h 

theworl<i  "d  op  in  a  ehaplor 

oo  loriooi  faulla 

in  I  idi  blundm 

aailMC'  lefNihliflb 

or  with  ti.^ .  _.  .  —.^  .  t^»«  rrf- 

ireooe  (p.  26)  to  the  weU-kn  fit 

were  a  real  and  not  a  fake    cui  ^u  a  m 

**Rodriqiiaa  Hortalie"  instead  <>:  error,  a 

ample  (lanoe  into  the  ably-writ  ?•  fifiwy  tf 

Amariean  Diplomaey,  might  hav  IM  (who 

appeara  in  Dr.  Fish's  own  footn*  -loal 

Mien  of  Beaumarohais  in  St«vo:  .^ht 

•  would  get  no  idea,  ade«  i 

a  beset  Amerioa  in  the  cru.. ..^: — ..« 

i  abroad    The  Commission  to  Franoe,  its  actual  eolnpo^•  i  scsnta, 

rk.  and  squabbles,  and  reUtion  to  Coogressional  eliqusi^  whi  -~ked 

succea  of  Franklin's  labors  in  F^anoe,  are  Isfl  larfS^  t<  aall 

Mpnation,  while  a  chapter  of  ten  pages  is  given  to  lion  d— r 
hepeckKl  1493to  1764.  One  gets  no  further  with  iha  oiigi: 
be  "open  door"  policy  than  that  it  was  ones  applied  by  John  Hay.  As  a 
•<^  of  literature  the  book  is  about  as  refreshing  as  The  Sahara.  But  why  par- 
ilarissi  It  is  no  eaqr  matter  to  write  a  good  history  of  our  forei^  affaiis, 
•^Ji  of  the  elemento  of  them,  and  wo  owa  FkofesBor  Flsb  a  debt  lor  Us  iDdHftiioai 
-or  and  the  resulting  oompeodium. 

The  antbor,  notwithstanding  errois  too  nimMroia  lo  BMBtiMi  htn  aad  at 

nes  ssriotti  ones,  has  aueoeeded  better  than  many  of  hia  ptadseeMow     For 

"^rbat  book  is  free  from  enon?    To  an  extent  he  is  a  pioneer  in  hia  aMesopt  lo 


815  The  Annals  of  ths  American  Academy 


A  brief  and  oompfeheoave  work.  He  has  not  failed  in  a  most  important 
obitellirei  The  book  will  do  much  to  make  Americana  take  an  interest  in  this 
T«y  ▼>(*!  aubjeet.  It  has  great  value  in  the  hands  of  a  well  informed  teacher. 
li  MB  be  used  aiMi  is  used  with  profit  by  professors  and  students  in  university 
flleasi  with  other  literature  to  supplement  and  correct  it.  The  reviewer  regards 
it  •■  ooe  of  the  best  books  of  its  kind  that  exists.  It  has  six  interesting  maps 
and  a  food  index. 

Jas.  C.  Ballaqh. 
UnUHniiy  of  Penniffhania. 

Waixace,  David  D.     The  Oooemment  of  England:  National,  Local,  and  Imperial 

Pp.  xi,  384.     Price,  $2.00.     New  York:  G.  P.  Putnam's  Sons,  1917. 

It  is  the  author's  purpose  "to  describe  the  English  government  as  it  is  with- 
out distracting  the  reader  with  a  long  account  of  how  it  came  to  be  what  it  is"; 
also  to  avoid  "the  conunon  habit  of  first  describing  the  government  as  it  is  sup- 
posed to  be  in  theory  and  then  follow  this  with  an  equally  detailed  account  ex- 
plaining that  it  is  not  really  this,  but  something  very  different. " 

In  certain  quarters  both  of  these  purposes  will  be  regarded  as  revolutionary. 
As  to  the  first,  however,  what  Professor  Wallace  really  undertakes  is  to  use  his* 
torieal  materials  with  greater  brevity  than  his  predecessors.  Usually  he  is  judi- 
cious in  his  brevity.  Occasionally  he  seems  to  turn  a  comer  somewhat  too  sharply 
as  in  the  phrase  (p.  23),  "if  the  Commons  persisted  in  demanding  the  passage  of 
a  law  that  the  people  wanted. "  His  second  purpose — that  of  avoiding  detailed 
exix)sitions  regarding  conflicts  of  theory  and  practice — is  well  maintained,  al- 
thou^  it  also  gives  way  occasionally  as  in  his  treatment  of  the  "legally  unlimit*''' 
and  potentially  despotic  power"  of  Parliament  (p.  21). 

It  is  invidious,  however,  to  single  out  these  minor  points  in  a  work  so  weu 
eoooeivcd  and  executed  as  a  whole.  Professor  Wallace's  description  of  the  gov- 
ernment of  England  is  lucid  in  style,  well  selected  as  to  matter,  and  fertile  in 
comparisons  with  American  institutions.  Of  course  many  8\\'eeping 
have  taken  place  since  the  outbreak  of  the  great  war,  changes  which 
have  not  as  yet  run  their  course.  Professor  Wallace  has  not  attempted  to  deal 
with  such  matters.  Even  so  his  presentation  of  the  English  constitution,  in 
addition  to  its  other  advantages,  is  so  much  more  up-to-date  tlian  any  other  text  ^ 
book  that  it  is  likely  to  be  widely  preferred  for  use  in  American  college  dam 


RoBBBT  C.  Brooks. 
SmarthmoTe  CoiUge. 

SOCIOLOGY 

Cbapih,  F,  Stdart.     An  Historical  Introduction  to  Social  Economy.     Pp.  31 
Price,  12.60.     New  York:  The  Century  Company,  1917. 
Professor  Chapin  has  sought  to  present  in  this  volume  the  background  • 

the  pietnre  of  social  evolution  as  it  effects  the  problems  of  modem  social  life. 
our  social  economy  as  the  natural  produce  of  a  continuous  evolution 
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-» •'  h  be  inuMi  through  (1)  Um  Greek  and  Roomui  pmh^  O)  th 

[•menu  oT  the  Middle  AflM»  and  (3)  the  ioduelrkl  rovolulioo  ol 

' '  iH  dfleoriptiooe  of  the  eerUer  periode  ere  veliaeble  tmiaif  io  the  %lil 

upon  eocial  proBewM.    Deecriptiooe  of  the  rerohitieaety  eheeif  to 

ioduftry  and  eommunioMtoa  eenre  to  reveel  the  eeoMtivo  eff«ele 

tniccH  in  eoeinl  life.    The  reeuH  of  the  work  ii  io  ehov  the  hiHofto 

the  motlTO  end  the  method  of  "tnuMition  fron  rHtedtol  to  ea»- 

y  and  prrreotive  philenthropy."    It  ie  the  type  oC  book  thai 

.'tbene  ooofidenee  in  the  w^entifto  fomuUioo  of  n  nUioool  end  eelf-ooaeefaMa 

(iTDfmm. 

J.P.  L 

[)iTn>ALc,  C.  V.  Tk4  SmaU  Fmmly  3fiUm  (new  ead  eBbiRHi  ed.).  Pp.  1, 
4.    Price,  $l.fiO.    New  York:  B.  W.  Hoebeeh,  1917. 

Hue  ii  %  reprint  of  the  1018  edition  with  tnblee  eocreeiod  to  dat«  and  the 
>o  of  two  new  chnptew  oo  Progrew  einoe  1018  end  The  War  and  The  Birth- 
VwuniMon.    It  ie  the  beet  angle  Tohime  in  Bi^liih  devoted  to  the  totereet 

ihCootfol.     • 

tlmmBT,  SiTB  K.     Mankind:  Racial  Ko/iMt  and  lAf  Racial  ProtpteL    Pp. 

23.    Prioe,  $1.50.    New  York:  Charka  Seribner^e  Som,  1017. 

and  ie  divided  into  raoee  primarily  aeooiding  to  phyiieal  unUkeoem; 

ice  of  mental  attributes  and  capadtiei  are  to  cloeely  aew^niited 

hyrioal  differonoes  that  they  enter  ae  important  faetore  in  dia- 

-  one  from  another.    Whether  or  not  the  mental  attributes  which 

-  '  ite  as  the  dominant  raoe  of  the  world  were  ako  ooee  lodged 

Blaek  and  other  inferior  raeee,  and  gradually  beoame  loei 

nog  their  milleniume  of  eeparation  from  the  peieni 

miwerable  as  it  b  unimportant.    The  otitetendti^  feet 

I  of  theee  attributes  today."    From  thi»-aIk«Hl 

aithor  has  no  trouble  in  demonetrating  that  the 

easily  the  ablest  race  stocks  today  and  that 

.....oh  will  siUTfive  and  dominate.    Germany  is 

population;  America  is  handicapped  by  mongrel 

^^    uvda,  Australia,  South  Africa  coApemUng  wiD 

ad  stimulate  the  multiplication  ojf  the  Idgheet 

:  he  author  <*  than  one  per  cent  of  the  people  of  any  country 

:nt.  in  so  far  a.-^  ^oea.    Yet  in  ilJiwring  the  praesnt  war  he 

'^      It  is  safe  to  say  t  !ig  the  milUonskflled  will  ben  mflKoB  who  are 

<^  superiatiTely  effective  inberitanoea-Hhe  dependence  oC  the  race's 

ti 

fr.  Humphrey  is  discussing  meet  interesting  and  important  topica.  He 
.  >^«1«  to  prejudice  rather  than  to  fact,  even  though  he  seeks  to  outline  a  esieD- 
^fi«  bans,  and  his  k>gie  may  be  Judged  from  the  preceding  paragraph. 
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Lbwb,  BuKDrm  Q.     The  Offender  and  Hie  RekUum  to  Law  and  Socicly.    Pp. 

882.    Prioe,  $2.00.    New  York:  Harper  and  Brothers,  1917. 

A  useful  book  from  the  hand  of  the  CommiflBioner  of  Correction  of  New  York 
CHy.    It  ooniains  much  valuable  material  rather  loosely  put  together.     T 
Mitlior  ii  oommitted  to  the  principle  of  specialisation  in  the  treatment  of  offoTi' ' 
ahhiT^lh,  like  most  officials  dealing  with  the  practical  application  of 
tfliantm,  singularly  prejudiced  against  the  theory  of  pathology  as  a  < 
criminal  beha\ior.     His  chapter  on  classification  is  not  clear,  but  the  ctiapters 
OD  Probation,  The  Central  Clearing  House  for  Criminal  Cases,  and  The  Indeter- 
minate Sentanoe  are  worthy  of  careful  consideration  by  those  engaged  in  oorreo- 
tiooal  work.    The  volume  contains  much  useful  material  concerning  modern 
inttittttkiot  .of  New  York  State  for  dealing  with  the  problems  of  dclin(}uenoy, 
including  working  plans  and  pictures.    Part  II,  on  the  Prevention  of  Cri 
i*ftntni**f  much  sound  social  philosophy  and  is  especially  recommended  t<' 
(tegy^'wlucators,  correction  officials  and  the  police.    On  the  whole,  the  volume 
is  a  useful  addition  to  the  literature  of  criminolog}'.  P.  A.  P. 

Macitkr,  R.  M.     Community,  a  Sociological  Study.     Pp.  xv^437.     Price,  $;i./o 

New  York:  The  Macmillan  Company,  1917. 

"Wherever  living  beings  enter  into,  or  maintain  willed  relations  to  one 

another,  there  society  exists Social  facts  fall  into  two  great  classes 

(a)  social  relations  proper,  and  (b)  social  institutions By  a  commu- 
nity, I  mean  any  area  of  common  life,  village,  or  town,  or  district,  or  country    ' 
even  wider  area.    ....    An  association  is  an  organisation  of  social  U 
(or  a  body  of  social  beings  as  organised)  for  the  pursuit  of  some  common 

or  interests The  special  sciences  consider  the  special  asF< 

activities  in  themselves;  sociology  considers  them  as  aspects  within  a 
life."    Add  to  these  general  statements  the  author's  belief  in  the  "m 
underlies  all  the  forms  of  communal  development"  and  his  denial  of  the  all 
contrast  between  the  interests  of  the  individual  and  society,  and  one  will  p 
crude  idea  of  his  standpoint. 

An  analysis  of  community,  is  made  in  Book  II,  while  the  primary  lawb  v< 
the  development  of  community  are  studied  in  Book  III.  "Socialisation  anc 
individualisation  develop  jxiri  -passu.  The  unity  of  these  two  factors  is  reve./ 
in  every  life  as  well  as  in  the  whole  they  constitute,  for  that  unity  is  personii. 
The  actual  development  of  personality  attained  in  and  through  community  by  « 
mtmbert  ie  the  measure  of  the  importance  they  attach  to  personality  both  in  thenuelce 
and  in  their  feUouMnen.*'    Space  forbids  further  exposition  of  this  interesting  posi : 


The  author  has  made  a  real  contribution  to  the  literature  of  socioiog> 
has  the  great  merit  of  being  clear  and  logical.     Dr.  Maciver  is  fortunate  botli . 
the  prenntatioii  of  his  own  views  and  in  his  criticisms  of  various  theories.    Tb 
careful  consideration  and  may  well  be  used  as  the  basis  of  das 


Cabl  Kelset 
Umbmtiiy  of  Penneyloania. 
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\tni )urorr,  M.    La QumUon  ae  L  Aicooi;  AlUgatuma  m  H4aht$§.     i^  n. 
Price.  3  fr.  85.    Parit:  UbnMt  P«Ux  Akmii,  1917. 


1b%,  Eoobkb  Ltman.    Alcohol:  lU  BtlatioH  to  HumoH  KJbMnry  ami 

Pp.  n,  210.    PriM,fl.OO.    N«w  York:  F^iBk  Md  WacnftlbObavM^.  1917. 

In  tb«  prMaoM  of  iaanomd  tfiuUoo  ovw  Um  liquor  i^nlili,  vbkb  Imh 
rben  out  of  war  aondhiiuM,  it  it  lawwiffagim  to  aoU  an  iaoraMlBg  twrtiBgr  to 
laat  tho  qiMitioo  toieotifloatty  and  diipaMionataly— an  attittida  all  too  iaddag 
I  Conner  pwiWNtinn  propaganda. 

I'  it  tftintt  Jutt  ihit  •straracani  and  biaatd  propacanda  tlMl  If.  YfW- 
hat  hurlod  hit  book  upon  the  aloohol  quttlkxL 

la  work,  which  ha  intaodt  ta  a  aoiantifie  and  flitpMtinnati  aaaljFrit  of  tht 
iirobltn,  tnmt  out  to  ba  a  rimlattt  attack  on  tha  prohiMtionitli,  aa  attatk 
iudi  ignoret  toma  ol  tha  mott  aipiififlaat  arUtiiea  affdnat  tba  Ota  of  aloolMl,  and 
Irieh  it  guflty  of  tha  vaiy  biaa  and  azagcBratfeo  whioh  ba  aoodan 
it  argumant  on  tha  weQ-known  aiparimtnta  of  Atwatar  and  BanadJM,  ha 
tkigh  food  Tahia  for  aloohoL  Ha  than  ondtaTort  by  atatlttleal  analyatt  to  Aow 
\mi  aloohol  hat  none  of  the  phyaktlogital  and  aodal  arilt  atoribad  to  it,  and  that 
U  attampCt  at  regulation  and  prohibitkio  have  faHad  of  thtir  obieet. 

More  careful  in  iu  tone  ie  Dr.  Fiak't  work.  WwMj  eonrinetd  of  tha  evil 
Vecu  of  evan  a  moderate  uee  of  alcohol,  he  pretmtt  hit  rtaaooa  for  thit  beUaf 
I  a  eoientifioaUy  reaeoned  analtjnb.  The  author  baeee  hit  aignoiant  upon  the 
fteotiTa  eiperience  of  life  inturance  companiet,  and  ptjrehologieal  and  OMdieal 
■Huthtt,  which  tend  to  thow  that  the  ute  of  alcohol  inortaatt  mortality  and 
apain  bodQy  health.  He  hat  gooa  tar  toward  gatherii^  Umthar  thearidanea 
bat  careful  ttodenta  of  the  liquor  problem  have  long  bean  teakJng,  vii.,  proof  of 
bt  in  effecta  of  nx>dertte  ute  of  aloohoL  By  far  the  mott  important  part  of  hit 
. . d  i^  >,;.  excellent  tiwnmariiatinn  of  recent  ptyehologioal  egperimenta  carried  on 
ition  Laboratory.  Uting  only  moderate  doeet  of  alcohol,  theteagperi- 
Minui  nAvo  in  the  main  oonfirmed  the  marked  deprtiaant  toode  effect  of  alcohol 
Riabliihed  by  Kiaepelin'a  retearehet  where  large  doaet  were  otad.  Thtrt  it 
ko  an  effective  antwar  to  the  daim  that  alcohol  it  a  food.  Dr.  Fltk't  book  it 
iodoubCedty  the  beet  prttentation  of  our  pretent  knowledge  at  to  the  phytio- 
Uetl  and  ptychofegical  effecta  of  alcohol  that  hat  been  publithad. 
I  RATMOlfD  T.  Btb. 

j  Umbtnity  of  Pommffkamia, 


REPr  '  "^  ''V  THE  BOARD  OF  DIRECTORS,  YEAR  ENDi.M. 

1'       ,     IBER  31,   1917,  AMERICAN  ACADEMY  OF 

POLITICAL  AND  SOCIAL  SCIENCE 

I.    Review  of  the  AcADmnr's  Activities 

The  current  year  has  demonstrated  more  clearly  than  eve 
before  the  importance  of  the  national  and  international  8(  i 
which  the  Academy  is  in  a  position  to  perform.     As  the  war 
oeedfl,  the  necessity  of  keeping  the  public  opinion  of  the  country  i 
close  touch  with  every  change  in  the  development  of  national 
international    affairs    becomes    more    and    more    apparent. 
great  democracy  of  ours  cannot  hope  to  meet  the  stupendous  prol 
lems  with  which  it  is  now  confronted  unless  every  agency,  c- 
a  national  educational  agency  such  as  the  Academy,  devc 
unremittingly  to  the  enlightenment  of  public  opinion. 

It  was  this  thought  that  led  the  Academy  to  inaugurate  tn 
year  a  series  of  national  conferences,  each  devoted  to  some  one  a 
pect  of  the  war  upon  which  we  have  entered.     The  main  purpof 
that  the  officers  of  the  Academy  had  in  view  was  to  secure  a  natioi 
wide  interchange  of  opinion  with  reference  to  the  policy  which  tl 
country  must  adopt  in  bringing  the  war  to  an  early  and  successf 
conclusion.     In  this  work  we  have  had  the  earnest  and  enthusi 
cooperation  of  civic  organizations,  chambers  of  commerce  and  < 
voluntary  associations  throughout  the  country.     The  discussion 
were  participated  in  by  men  who  have  made  a  life  study  of  the 
problems  and  the  proceedings  of  these  conferences  were  wide 
reported   throughout   the   country.    The  Academy  is   especial 
indebted  to  Dr.  Clyde  L.  King  who  organized  the  conference  on  t! 
"World's  Food  Supply"  and  to  Dr.  E.  M.  Patterson  who  made  t 
arrangements' for  the  conference  on  "Financing  the  War." 

During  the  past  year,  the  publication  activities  of  the  Acadeu 
were  pushed  forward  with  unabated  vigor.     I  hope  that  every  mn 
ber  of  the  Academy  realizes  the  magnitude  of  the  problem  ^\ 
the  Editorial  Council  is  called  upon  to  perform.     To  publish  t 
special  volumes  annually,  each  devoted  to  some  question  that  is 
the  foreground  of  public  attention,  is  no  small  task.    A  grou 
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,  devoted  iiieii  under  the  lendcnihip  of  I>r.  Kinc  Iumt*  beM  givinf 
ibeir  time  and  enerto'  to  the*  piir|MMe  for  no  oompeonlaoo  oUmt 
^Ihao  the  HatiHfuotion  of  perfonuing  a  public  Mrvioe.  It  ki  no  aag* 
.  feration  to  say  that  through  theie  six  voluinfls,  wbicb  are  plaoad 
in  the  hands  of  the  members  of  tbe  Aoademy,  ibey  are  able  to  keep 
in  clotie  touch  with  the  progress  of  naticmal  and  iDternaiional 
aflfain). 

During  tbe  past  year  we  have  again  bad  requesU  from  a  mun- 
ber  of  uur  members  to  undertake  tbe  organisation  of  loeal  eeoten 
in  different  part8  of  the  United  States.  Your  Board  bas  ealled 
attention  to  this  question  on  several  occasions  and  feels  thai  it  Is 
only  a  question  of  time  when  tbe  Academy  will  have  to  undertake 
h  a  pUn.  This  will  involve  a  far  more  elaborate  organisatioo 
...uu  we  have  at  the  present  time  and  will  add  very  greatly  to  tbe 
rMponsibilities  of  tboee  directing  tbe  Academy's  work. 

Your  Board  again  desires  to  call  attention  to  tbe  jwf  ing  need 
^.  an  Endowment  Fund,  whicb  will  enable  tbe  Academy  to  conduei 
investigations  on  a  much  larger  scale  than  bas  beretofore  beeo 
possible  and  will  also  enable  us  to  secure  tbe  Academy  building  of 
which  we  stand  in  such  great  need. 

II.      PUBUCATIONS 

During  tbe  year  1917  the  Academy  has  published  tbe  following 
volumes: 

January — Tbe  Present  Labor  Situation 

Marcb^Modern  Insurance  Problems 

May — Stabilizing  Industrial  Elmployment 

July — America's  Relation  to  the  World .  Conflict  and  to  tbe 

Coming  Peace 
September—  Justice  Through  Simplified  Legal  Procedure 
Novombei— The  World's  Food 

III.     MSBTINQa 

During  tbe  year  1917  the  Academy  bas  beld  tbe  following 
(■e  tings: 

January  27 — Railways  and  Railway  I^w  as  Affected  by  tbe 

Vik:ht  Hour  Law 
April  20-21  (2l8t  Annual  Meeting)— America's  Rektion  to 

the  World  Conflict  and  to  tbe  Coming  Peace 
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September  14-15— The  World's  Food 
November  2-3 — ^Financing  the  War 

IV.    Membership 

The  membership  of  the  Academy  on  the  31st  of  December, 
1917,  was  6,203,  with  a  subscription  list  of  1,052.  Of  the  6,263 
members,  1,426  are  residents  of  Philadelphia,  4,587  of  the  United 
SUtes  outside  of  Philadelphia,  and  250  foreign.  Of  the  1,052  sub- 
seribere,  7  arc  from  Philadelphia,  943  from  the  United  States  outside 
of  Philadelphia  and  102  foreign.  Compared  with  the  membership 
on  the  3l8t  of  December,  1916,  we  find  that  in  the  Philadelphia 
membership  there  is  a  gain  of  98;  in  the  membership  in  the  United 
States  outside  of  Philadelphia  296,  and  in  the  foreign  membership 
3,  or  a  total  of  397.  This  is  a  gain  of  53  in  membership  over 
the  year  1916.  In  the  subscription  Ust  there  is  a  gain  of  3  in 
Philadelphia,  110  in  the  United  States  outside  of  Philadelphia 
and  15  in  foreign  or  a  total  gain  of  128.  The  total  gain  during  the 
jrear  1917  in  the  combined  membership  and  subscription  lists  is  525. 

During  the  year  the  Academy  has  lost  through  death  55  of  its 
members,  one  of  whom  was  a  life  member. 

Foreign 
T.  Matsumoto 

Philadelphia 
Miss  F.  Brown  Arthur  J.  Meredith 

Denis  A.  Hayes  Fred  W.  Simmons 

J.  A.  McKee  F.  B.  Wooley 

Outside 

Fred  J.  Allen  Dr.  Henry  Ferguson 

John  D.  Archbold  James  L.  Glase 

Hon.  John  H.  Baker  Hon.  G.  W.  Guthrie 

W.  E.  Barns  E.  W.  Hammer 

Alfred  D.  Barnard  Henry  0.  Harris 

H.  C.  Beck  N.  W.  Harris 

Lester  M.  Bloch  F.  R.  Hazard 

Hon.  Boucher  de  La  Bru^re  Dr.  Henry  D.  Hoi  ton 

Hon.  Sam  Cohn  William  B.  Hurst 

Chester  A.  Congdon  Frank  Jacobs 
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(jeorgB  L>JaweU  Beujaiuiu  V.  PnUMtiA 

Dr.  Geo.  Ben.  Johnston  Will  H.  Pany 

Hryan  I^throp  Frederic  H.  Reed 

Hon.  PreMton  Ijca  U.J.  Sehumftehar 

Uubbi  J.  Leonard  I>evy  Ibmus  N.  Selisnuui 

Major  E.  C.  Lewis  Rt  Rev.  F.  8.  Spalding 

Hon.  David  Maokeen  A.  A.  Sievene 

Martin  A.  Marks  Edw.  It  Taylor 

T.  F.  Mc(  rickett  J.  P.  Taylor  ' 

J.  cnmrlcii  F.  Merrill  J.  K.  Turner 

Thoniufl  P.  Merritt  Geonge  Thompson 

Howard  D.  Newton  ^Charles  J.  WiUeit 

W.  A.  Northoott  Sidney  M.  Winslow 

Richard  Olncy  W.  8.  Witherbee 

The  death  of  these  members  has  deprived  the  AcadeiAy  of 
some  very  wami  friends  and  enthusiastic  workers. 

During  the  year  the  Academy  has  lost  by  resignation  490  of 
its  members  and  9  subscribers,  while  951  membeis  and  137  sub- 
•eribers  have  been  added  to  the  list. 

In  addition  to  the  resignations  and  deaths  there  are  being 

held  for  two  years  to  June  30,  1916,  101  membeis  and  two  yean  to 

June  30,  1917,  126  members  for  non-payment  of  dues.    This  would 

''^'^Mce  the  membership  to  6,036  and  make  the  total  gain  170  in 

ubership. 

V.    FiNANaAL  Condition 

The  reeeipts  and  expenditures  of  the  Academy  for  the  fiscal 
»^-r  just  ended  are  clearly  set  forth  in  the  Treasurer's  report. 
accounts  were  submitted  to  Messrs.  K  P.  Moxey  and  Com- 
pany for  audit  and  a  copy  of  their  statement  is  appended  herewith. 
In  order  to  lighten  the  burden  of  expense  incident  to  the  Annual 
Meeting  as  well  as  to  the  conferences  on  the  Worid's  Food  and 

incing  the  War,  special  funds  amounting  to  $2,415 
.  ..i^  funds  are  as  follows: 

Annual  Meeting $1,575 

Food  Conference .  296 

Finance  Conference .  545 

$2,415 

•Ue 
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The  Board  takes  this  opportunity  to  express  its  gratitude  to  the 
contributors  of  these  funds. 

VI.    Conclusion 

During  the  past  year  the  oflficers  of  the  Academy  have  been 
unremitting  in  their  efforts  to  develop  closer  personal  relationship 
between  members  of  the  Academy.  Through  such  cuo; 
the  Academy's  national  influence  will  be  greatly  strengi 
It  is  our  hope  during  the  year  1918,  still  further  to  stimulate  this 
cooperation.  Every  step  in  this  direction  enables  the  Academy 
better  to  perform  its  service  to  the  nation. 

January  17,  1918. 
Chablss  J.  Rhoads,  Esq.,  Treas., 

American  Academy  of  Political  &  Social  Science,  Philadelphia, 
Pa, 

Dear  Sir:  We  herewith  report  that  we  have  audited  the 
books  and  accounts  of  the  American  Academy  of  Political  &  Social 
Science  for  its  fiscal  year  ended  December  31,  1917. 

We  Tiave  prepared  and  submit  herewith  statement  of  receipts 
and  disbursements  during  the  above  indicated  period,  together 
with  statement  of  assets  as  at  December  31,  1917. 

The  receipts  from  all  sources  were  verified  by  a  comparison 
of  the  entries  for  same  appearing  in  the  Treasurer's  cash  book  with 
the  record  of  bank  deposits  and  were  found  to  be  in  accord  there- 
with. 

The  disbursements,  as  shown  by  the  cash  book,  were  supported 
by  proper  vouchers.     These  vouchers  were  in  the  form  of  ca 
paid  checks  or  receipts  for  moneys  expended.     These  were  ex; 
by  us  and  verified  the  correctness  of  the  payments  made. 

The  investment  securities  listed  in  the  statement  of  asseti- 
were  examined  by  us  and  were  found  to  be  correct  and  in  accord 
with  the  books. 

As  the  result  of  our  audit  and  examination  we  certify  that  the 
statements  submitted  herewith  are  true  and  correct. 

Yours  respectfully, 

Edward  P.  Moxby  &  Co., 
Certified  Public  Accountants. 
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FOREWORD 


L 

work  has  been  a  slow  and  almost  unooneekwt  erolutton.    Only  r»- 

I.  i^j^y^  soouU  ease  workers  become  artleulAle  in  tbe  teehnique 

tield.    They  have  been  such  ''deadly  doen"  thai  liUle  time 

i\  left  to  analyse  critically  the  teehnique  of  the  day's  woHl 

ichmond's  book,  "Social  Diagnosis/'  is  monumental  nol 

ause  of  its  scope  and  scholarship  but  beoause  H  marks  the 

:  g  of  that  painstaking  analysis  of  the  methods  and  principles 

"•\^e  work  which  must  obtain  generally  before  social  case 

call  their  choeen  field  a  profession.    Miss  Riehmond's 

book   deals  exclusively   with   social   diagnosis,   treatment   being 

omitted  except  in  the  sense  that  all  diagnosis  is  a  part  of  treatment. 

A  volume  on  Sodal  Case  Treatment  is  therefore  opportune,  eep^ 

!y  Id  view  of  the  urgent  need  at  this  time  of  an  authoritative 

.-.i,ii<}ment  of  the  best  thought  and  practice  in  the  field  of  treatment, 

because  of  the  many  social  problems  incident  to  the  war.    While 

war  may  have  created  no  new  type  of  soeial  problems,  it  has 

cased  them  many  fold  and  has  given  some  entirely  new  settingi. 

•  inevitable  dislocation  of  industrial  life  with  its  migrations  of 

workers,  the  dbruption  of  family  life  in  many  homes  following  the 

^'^'  '*-*'ire  of  the  father  or  son  for  war  service,  the  readjustment  to 

il  life  of  the  soldier  returning  from  the  front,  pottibly 

i.  or  handicapped  by  blindnees,  all  make  a  knowledge  of  the 

(8  and  methods  of  social  case  treatment  of  paramount 

nee. 

It  is  hoped  that  the  present  volume  in  addition  to  being  of 

...urest  to  the  general  reader  will  prove  not  only  a  reference  book 

I  to  which  social  case  workers  generally  may  turn  for  new  light  on 

I  tome  of  their  oldeet  problems  but  that  it  will  also  serve  as  a  store- 

I  house  of  knowledge  based  on  tested  experience  for  all  Home  Servioe 

workers  and  all  those  other  workers,  professional  and  volunteer, 

who  have  been  drafted  in  the  ranks  of  social  case  workers  because  of 

r  ^  •  <  '  »recedented  demand  for  this  type  of  work  inddent  to  the  war. 

!(i  never  be  lost  sight  of  in  this  connection  that  the  problems 

lian  relief"  differ  in  no  essentials  from  the  problems  whieh 

.».  vase  workers  throughout  the  country  have  been  meeting  in  their 

Tii 
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day's  work  before  the  war  and  that  the  methods  of  helping  to  solve 
them  differ  in  no  essential  details  from  the  methods  followed  in  the 
past  by  the  best  of  our  case-working  agencies.  Human  nature 
does  not  change  over  night  nor  during  a  war.  The  big  problemti;  of 
a  widow's  family  are  the  same,  whether  the  husband  has  lost  his  life 
in  the  militar>-  or  industrial  army.  The  readjustment  of  a  man  to 
industrial  hfe  is  much  the  same,  be  he  crippled  by  a  bursting  shell 
or  by  a  bursting  fly  wheel  in  the  factory.  Questions  of  care  for 
orphaned  children  are  much  the  same  be  the  cause  of  their  orphan- 
hood sickness  and  anxiety  incident  to  war  or  death  following  occu- 
pational disease. 

While  certain  articles  like  that  by  Miss  Hamburger  on  "ilic 
Cripple  and  His  Place  in  the  Community,"  that  by  Miss  Wright  on 
"Off-Setting  the  Handicap  of  Bhndness"  and  that  by  the  Director- 
General  of  CiviUan  HeUef  on  "Soldiers'  and  Sailors'  Families"  may 
seem  to  have  more  direct  bearing  on  the  problems  of  the  Home  Serv- 
ice worker,  it  is  felt  that  all  the  articles  throw  hght  on  problems  with 
which  Home  Service  workers  will  sooner  or  later  have  to  deal.  In 
fact  the  principles  and  methods  of  social  case  work  are  universal  in 
their  appUcation.  Not  only  is  the  corner-stone  of  all  case  work 
individuahzation  of  treatment, — revolutionizing  the  science  of 
penology,  but  it  is  profoundly  modifying  our  educational  practice. : 
Small  classes,  more  frequent  promotions,  special  classes  for  the 
backward  and  for  the  handicapped  as  well  as  the  movement  for 
industrial  education,  all  reflect  the  growing  recognition  among  edu- 
cators of  the  principle  of  individualization.  Even  in  our  home  life, 
we  must  use  this  principle  if  we  are  to  understand  the  developing 
hfe  of  our  own  children.  Come  what  may  in  the  future  evolution 
of  our  social  life,  this  principle  will  stand  as  vital,  and  the  time  and 
thought  and  patience  that  are  put  into  this  deUcate  work  will  re- 
ceive more  and  more  recognition  as  the  parent,  the  teacher  and  the 
social  worker  can  show  the  results  that  come  from  its  appHcation. 

A  volume  on  social  case  treatment  covers  but  a  section,  though 
an  important  one,  of  the  whole  field  of  social  work.  The  unity  of; 
social  work  is  such  that  the  effectiveness  of  any  program  of  social 
workers  is  materially  affected  by  the  quality  of  work  done  in  any 
part  of  the  field.  All  good  social  case  work  has  a  double  value.  It 
not  only  makes  possible  work  with  a  given  individual  or  family,  help-» 
ing  them  to  solve  their  own  problems,  but  with  its  first  hand  knowl- 


FoRBwoEO  is 

<*<!ire  of  8OOU1I  and  induftruU  conditioiit  ftod  ci  the  Action  and  r»- 

:un  of  environment  and  heredity,  it  affocdt  a  valuable  fund  of 

ritific  reeearoh  and  thuf  lays  the  foondallon  for 

.     .  ^     lu  looking  toward  the  ereattoD  of  an  inlelliceni 

lie  opinion  which  is  important  for  ail  wiae  legiaUUioo  and  eeeen- 

2ili  effective  law  enforcement.    Soetal  eaae  work  when  well 

therefore  not  only  oonatructive  but  preventive  mA  well,  both 

the  individual  and  for  8ociet> 

The  articles  in  this  volume  have  been  divided  into  three  groups: 
those  which  afford  an  approach  to  social  case  treatment;  those 
articles  which  discuss  social  case  work  with  the  phyaieally  or  men- 
tally handicapped;  and  those  articles  which  deal  with  social  case 
work  with  the  socially  handicapped.  The  Ust  article  m  the  first 
group,  ''The  Normal  Family/'  affords  a  perspective  for  all  workers 
wit'  problems  and  so  adds  materially  to  the  value  and  unity 

of  ime.    While  there  is  no  fundamental  difference  in  the 

mique  of  social  case  work  as  found  in  the  various  articles,  they 
^^>me  adaptations  in  case  work  technique  that  are  of 

Certain  points  of  view  characterise  all  or  almost  all  the  articles. 

1  he  !  I )  •  ?  <  \  references  to  the  war  show  what  a  big  place  this  eatadysm 

is  o     ii>yiiig  in  the  thoughts  of  all  the  writers.    Almost  aD  the 

artich's  breathe  an  impatience  with  the  point  of  view  that  a  social 

case  worker's  job  is  done  when  the  individual  or  family  in  questioo 

has  t>ecu  helped.    There  is  a  sense  of  humiUty  pervading  the  artidea, 

though  each  is  written  by  one  chosen  for  his  or  her  wide  experience 

•I  case  work  in  his  or  her  particular  field.    The  thought  eon* 

recurs  that  workers  in  each  field  are  still  breaking  new 

I  groun«i.     All  the  articles  reflect  a  great  truth  which  is  constantly 

M  all  social  case  workers  but  often  missed  by  those  who 

it  any  one  panacea  can  remedy  ail  our  social  evils.    This 

I  truth  is  that  the  causes  of  our  various  social  problems  are  exceed- 

rous,  varied  and  complex,  subtile  of  analysia  and  diffi- 

. .  laisement  and  that  the  solutions  of  these  problems  are  as 

my  and  varied  as  the  causes  themselves.    This  may  prove  dis- 

t;  to  some.    It  nevertheless  remains  true  that  there  are  few 

<hort-cuts  in  the  field  of  the  social  seSenoes  and  that  a  sympa- 

■tie  understanding  of  the  complexity  of  our  social  life  is  the  first 

ep  in  all  real  progress. 

Feakk  D.  Watbok. 


in:  ()iM»onTUNiTlES  of  social  casr  TnrvTMFVT 

Bt   KaBL  DlScilWBIIflT^, 

0«MnU  8MMU17,  PhilMielphb  Soofelj  for  OriMiii^ 

The  door  of  the  examining  room  opened  and  two  young  men 

lie  into  the  recruiting  office,  each  with  a  slip  of  paper  in  his  hand. 

'1  about  uncertainly  for  a  moment;  then  catching  «ght 

•miation  "  sign,  walked  over  to  the  desk  whieh  wai  tlrai 

The  aoldier  who  sat  behind  it  glanoed  at  the  memorandum 

,  luai  UH'  first  man  handed  him. 

'*  You've  a  double  hernia, "  he  announced. 
Same  with  you,"  he  added,  turning  to  the  second  volunteer. 
'       oan't  enter  the  anny  unless  you  have  it  fixed,"  he  con- 
.  I  easing  both  of  the  vounR  fellows  who  apparently  desired 
infomiation. 
il«r»\  ril  give  you  tlie  name  of  a  boepital  where  you  can 
ui  .>iM>ration  for  nothinR.     If  you  weren't  going  into  the  army 
l  cost  you  $120.' 
II'-  scribbled  the  addrct^  u|)on  the  back  of  the  memorandum. 
i  A<  II  if  I  wasn't  going  into  the  army  Td  have  the  operation. 
In't  go  around  with  a  thing  like  that  for  anything.    Why 
.  ;    iinVlr  to  wake  up  some  morning  and  find  yourself  dead." 
1  hi  >.  I.  ii,  r  paused,  but  not  long  enough  for  a  rpely. 
** There's  nothing  to  the  operation.    I've  assisted  at  hundreds 
'"^^  n  in  the  military  hospital.     It  doesn't  amount  to  much  more 
iking  an  anesthetic.    I've  seen  men  up  and  about  in  eight 
vs.    It  won't  cost  you  a  cent  and  if  you  want  to  get  into  the  army 
*'    *^  ngtodo." 

i  at  young  man  looked  at  the  second.  **  Come  on, "  he  said 
1  picke<l  up  the  slip  with  the  address  of  the  hospital  upon  it. 
■  *Mer  the  two  volunteers  left  the  office. 

imit  that  the  soldier  urged  a  course  of  aetion  without  hav- 

\  fundamental  knowledge  of  the  needs  of  thooe  whom  he 

^  'nit  that  his  method  of  doing  this  was  crude.    He 

iS  following  a  procctlurc  that  should  bo  most  sug- 

for  those  who  are  interested  in  the  development  of  social 

'«<*  treatment. 

»  1 
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The  men  cAinc  to  him  in  a  predicament.  That  is  precisely 
what  brings  |)eople  to  the  case  worker,  whether  the  predicament  be 
cslM  tremble.  (Jistress,  a  situation  or  misfortune;  whether  it  bo  a 
Driaon  n»ronl,  truancy,  poverty  or  sickness;  whether  the  ctise  worker 
be  a  reprcaontative  of  the  court,  the  children's  society,  the  society 
for  oni^anitinK  charity,  or  the  hospital  social  service  department. 

What  tho  soldier  did  and  what  the  case  worker  must  do  are 
bMidy  the  same.    The  soldier,  first  of  all,  told  the  men  just  what 
Ibeir  predicament  involved ; — they  could  not  enter  the  army  Ix^cm 
ibey  were  suffering  from  hernia.     Second,  he  pointed  a  way  oui 
the  difficulty — the  hospital.     Third,  he  suggested  various  motives 
whieh  might  help  the  men  to  take  that  way.     He  appealed  to  their 
sense  of  economy,  or  rather  to  that  fundamental  desire  to  get  some- 
thing for  nottiing  which  seems  to  be  part  of  everybody — "  If  you 
weren't  going  into  the  anny  (the  operation)  would  cost  you  $120." 
He  aroused  their  sense  of  fear  on  the  one  hand — they  might  wake 
some  morning  and  find  themselves  dead — and  he  allayed  it  on  the 
other — the  operation  "doesn't  amount  to  much  more  than  taki 
an  anesthetic. "    Study  of  almost  any  record  of  successful  case  tn 
ment  will  show  a  procedure  similar  in  its  rudiments  to  that  which  I 
the  soldier  ol)8erved. 

Consider,  for  example,  the  predicament  of  the  family  of  Herl  - 
Jones.    They  were  without  food.     Nearly  all  of  their  furniture  had 
been  sold.     Mrs.  Jones  and  one  of  the  children  were  sick.     Mr. 
Jones  was  out  of  work.     He  had  been  arrogant  toward  his  fellow 
workmen,  so  arrogant  that  the  union  to  which  he  had  belonged  \ 
unwilling  to  help  him.     He  was  drinking  heavily.     He  abused  his 
wi/r  and  had  been  brought  at  least  once  before  the  Domestic  Kcla- 
tions  Court.    The  case  worker  discovered  that  Mr.  Jones  was  an 
extremely  sensitive  man  who  craved  friendship  and  affection.     As 
often  happens  with  such  men  his  arrogance  was  the  unfortunato 
result  of  fear  of  injury  to  his  feelings  and  of  his  unconscious  effort- 
protect  himself.     He  had  taken  to  drink  because  he  thought  that  in 
thai  way  be  could  become  a  good  fellow  among  the  men  of  the. 
nsi^borbood.    He  abused  his  wife  partly  because  of  remorse  for  his 
mtemperance  and  partly  because  he  was  jealous  of  what  he  thought 
was  her  too  great  devotion  to  two  children  whom  she  had  had  by  a 
Conner  marriage. 

The  first  step  in  treatment  was  to  show  the  man  and  the  wuiuuu 
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..hat  was  involved  in  their  predicament.     TKe  eaae  worker  inter- 

I   prated  the  husbanti  to  the  wife,  hclpinK  her  to  see  that  the  man's 

'iise  and  his  jealousy  were  really  causo<l  by  his  af*  for  her 

,    .\cxt  came  the  sugK^^ion  that,  were  the  source  of ;.wn  to  be 

removed,  the  family  life  couhl  l)ecome  happy  once  more.    The  way 
out  l.'iy  in  an  to  have  thr  ''Iren  live  with  their 

f{ruii«l(mn*ntH,  u..  .         .    .iian'n  dmrc  li .  ..  ....,'py  assori ••»!«.'»  ultli 

htT  )iu>>)>arMl  provided  the  motive  for  doing  this. 

With  the  man,  treatment  involve*!  a  fnmk  faring  of  the  fat'lji  of 
l»i»<  situation.     IIim  baiwless  jealouHy  and  the  unpleasant  effect  which 
-  arrogance  had  upon  tho«e  who  knew  him  were  maile  plain  to  him. 
His  predieaiuent  w:u*  hiniHelf.     The  remedy  lay  in  a 

himself.     The  Hooial  worker  offered  him  a.«wiHlanee  i: ;,..,.^.. . 

HiM  home  would  lie  re6<ta))liHhed.  Ffin  wife  wouhl  lie  helped  liack 
to  hralth.  The  union  ofiicialA  would  In*  placated  so  that  he  could 
oncf  more  ol)tain  work.  The  motive  suggc^xted  to  the  man  was  the 
poK^iihility  of  achieving  the  kind  of  family  life  and  com]mnionship 
ait  lows  for  which  he  longed.     Accompanying  thiit  was 

till  p,.  luent  and  the  sense  of  assurn?)'*'*  nfTnnh..!  liv  fh«»  in- 
terest of  the  case  worker  in  his  welfare. 

The  imtho<!  of  treatment  here  was  preciiiely  the  im  ihe 

soldier  in  (hahng  with  the  two  volunteers.     First,  thr.  ,         ..  ;rker 

I  ahowetl  the  family  what  was  involved  in  their  predi«  second, 

1  to  the  way  out,  third,  she  supplied  a  motive. 

.:  the  steps  in  this  method  follow  each  other  so  closely  as 

•  render  analysis  almost  impossible.    Thus  the  realisation  of  the 

[''■■  rit  may  furnish  the  motive.     Again,  the  man  or  •  tian 

—  decided  ui>on  the  remedy  but  may-neetl  moi...., or 

Mg  their  predicament  they  may  nee<l  both  a  way  out  and  a 
re  them  to  take  that  way. 

t  r  who  liked  horses  too  much  to  want  to  learn  how  to 

u»  a  motor-truck,  found  himself  re<luced  to  such  o<id  jobs  of 

he  could  find.     ( Inidually  he  lx»came  accustomed  to  irreg- 

...  until  unemployment  IxM^me  a  habit.     He  realised  what 

ixB  wrong  but  knew  no  remedy,  and  even  if  he  had  known  one  he 

•  iative  enough  to  lift  1  'Ut  of  his  t.     The 

.  -ly  in  a  job  on  a  stock  i  -     ..  .j;  fami  ai.  .  .ve  which 

1  him  to  take  this  solution  was  the  adventure  of  going  to  a  new  and 

a  rural  environment. 
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Although  it  may  not  always  be  necessary  to  show  a  man  cither 
directly  or  by  implication  the  elements  of  his  predicament  it  is  ossen- 
UaJ,  of  course,  for  the  case  worker  to  understand  them.  This  means 
inTOtlifattoOy  and  after  investigation  diagnosis.  The  method  of 
JDfCilrttltinn  is  well  defined.  The  importance  of  the  first  inter- 
view, the  value  of  seeing  relatives,  former  employers,  and  the  other 
Cueiori  in  this  phase  of  case  work  are  admitted.  Social  workr 
however,  must  do  more  than  follow  these  steps.  They  must  1: 
them  without  for  a  moment  forgetting  tliat  the  end  of  investigation 
itdiAgnoeis  and  that  diagnosis  is  the  beginning  of  treatment.  Treat- 
ment depends  for  its  success  upon  an  investigation  conducted  with 
this  in  mind. 

Diagnosis,  moreover,  is  made  primarily,  it  should  be  nniciii- 
bned,  for  the  benefit  of  the  person  under  treatment,  not  for  the  in- 
formation of  the  case  worker.  Here,  again,  inspiration  and  sugges- 
tion can  be  obtained  from  study  of  the  methods  of  the  medical  pro- 
feanon.  The  tendency  among  physicians,  evidenced  by  the  in- 
creMing  streps  which  is  being  laid  upon  i)ersonal  hygiene,  is  to  make 
the  pfttient  understand  his  trouble  in  order  that  he  may  adjust  ' 
life  80  as  to  overcome  his  disease — of  course,  with  the  help  of  w  . 
therapeutic  or  surgical  assistance  may  be  necessary.  This  also 
must  be  the  method  of  social  case  treatment. 

The  way  out  or  the  ways  out  which  are  opened  to  the  family  or. 
the  individual  after  they  have  been  shown  the  implications  of  their 
predicament  are  really  opportunities  to  develop  the  kind  of  ]  >'  ' 

equipment  and  environment  that  will  enable  them  to  ree- 
themselves.    The  job  in  the  country  was  not  the  solution  for  the 
teamster  who  had  acquired  the  habit  of  unemployment.     It  a* 
merely  the  ofTering  of  a  new  environment  in  which  he  could  rcr 
the  solution.    The  solution  itself  lay  in  the  development  of  character. 
oi  the  habit  of  industry,  of  a  greater  measure  of  initiative.    The  re- 
moval of  the  stepchildren  to  their  grandparents  and  the  obtaininji 
of  a  job  for  the  man  who  had  been  abusing  his  wife  was  not  the  solu 
tion.     He  had  had  many  diiTerent  jobs  before  and  conceivably  the 
stepchildren  might  have  left  his  home  without  producing  the  desirec 
remit.    The  ultimate  solution  lay  in  his  victory  over  himself.    The 
job  and  the  change  in  domestic  arrangements  served  merely  to  pro 
vide  him  a  more  favorable  environment. 

The  elements  involved  in  securing  such  an  environment  and  ii 
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making  potable  the  davdopmeDt  ai  ft  better  pewonai  •quiimnini  U9 
18  well  defined  as  are  the  prooeaies  of  inreetitalioo.  Tbey  are 
health,  eduoataon,  mental  hygiene,  home  eoooomki,  work,  play, 
•piritual  influence.  Theee  thingi  are  the  means  whieb  tbe  ease 
worker  uses  in  adminiatering  eoetal  treatment  They  must  not  be 
eonsidered  ss  ends  in  tbemaelTes  bat  only  as  influences  in  balpiag 
the  family  and  the  individual  to  readjust  their  lives. 

( 'ase  work  agencies  which  in  their  annual  reports  list  the  num- 
ber uf  people  for  whom  they  have  obtained  jobs  or  hospital  cars 
tell  rmly  tt  small  part  of  the  story.    Indeed,  better  esse  work  is 
i  when  a  man  secures  employment  for  himself  than  when  the 
'     job.    The  purpoee  that  the  job  or 
is  to  serve  is  the  important 
Thus,  a  family  is  persuaded  to  move  to  another  neighborliood  in 
order  that  the  oldest  b<>  v  v         ^i^i^  to  resist  the  temptation 

to  juin  a  street  gang,      i  <>d  to  become  a  metaiber  of  a 

•ettleincnt  club  so  that  he  may  he  provided  with  a  legitimate  outlet 
i(*8.    His  «kI  to  take  more  care  in  the  keep- 

house  tli:t  I  he  home  more  interesting.    The 

her  is  asked  to  find  what  studies  appeal  most  to  the  boy 
rtunity  for  development  in  a  congenial  direction 
m.    These  efforts  are  all  designed  to  enable  the 
>y  to  grov  !  ul  citizen.    They  are  not  ends  in  themselves, 

nay  be. 

tcring  of  social  case  treatment  doee  not  mean 

at  the  case  wor  t  fulfill  the  function  of  nurse,  teacher, 

•>rgymaii  c.     To  open  the  opportunity  of  health  to  a 

■\n  one  n  i  physician  or  do  the  work  of  a  physician. 

Mising  the  ii!  c  of  health  to  the  well-being  of  the  in- 

k  is  to  help  the  family  to  realise  this 

iggest  the  place  where  the  enentials 

ilth  may  be  obtained.    Similarly,  the  case  worker  by  intro- 

V    clergyman  or  the  friendly  visitor  endeavors  to  provide 

iii\  and  personal  influence  which  her  diagnosis  shows  that 

>e  man,  or  the  woman  or  the  family  needs.    It  is  not  neceaeary  for 

ij«  worker  to  be  able  to  teach  a  housewife  how  to  cook  or  to 

Case  workeTs  ha\'e  scrubbed  floors  and  cooked  meals  for 

>9  under  treatment,  but  when  a  case  worker  has  done  this  it 

as  not  been  for  the  purpoee  of  teaching  the  family  how  to  do  theee 
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ll^t^  but  lor  the  influence  which  such  an  action  mi^^ht  have  upon 
her  ralationships  with  the  household. 

This  must  not  be  understood  to  be  an  underestimating  of  t1 
imporiaooe  of  health,  education,  mental  hygiene,  work,  play,  hoiin: 
aooooniiet  anl  spiritual  influence  as  ends  in  themselves.    To  obtain 
them  is  so  important  that  more  and  more  attention  must  be  focus( 
upOQ  ibem  if  social  case  treatment  is  to  realize  its  opportuniti< 
Indeed,  it  is  most  desirable  that  effort  \ye  made  to  change  the  mctlx 
of  recording  ease  work  in  order  that  the  need  for  these  things  ni:i 
be  emphasised  even  more  clearly.     Porter  II.  Lee  has  criticized  tli«; 
case  record  as  being  too  much  a  diary  of  how  the  case  worker  hns 
spent  her  time  and  too  little  a  statement  of  facts  upon  which  trr.i 
mcnt  is  '    ■    - » :ise<l.     It  mightwell  l>e  rearranged  so  as  to  segrcg.i 
tlic  vttii  i»s  that  are  necessary  to  develop  the  personal  C(iui 

ment  and  the  environment  of  the  family  under  care.     Thus  the  en 
worker  in  looking  over  the  reports  of  her  work  would  be  able  to  s.  tt 
at  a  glance  whether  or  not  the  need  for  work,  play,  health,  and  the 
like  had  been  supplied. 

The  opportunities  which  may  make  it  possible  for  the  individual 
to  readjust  his  life  having  been  pointed  out  to  him  there  remains  ' 
the  ]aat  element  in  social  treatment — motivation.     Often  the  strong-  i 
est  motive  operating  upon  a  man  is  the  misery  of  his  own  predica-  t 
ment.    This  motive  may  be  the  knowledge  that  someone  cares,  - 
that  there  is  someone  interested  in  seeing  him  make  good.     There 
is  Dot  one  of  the  m>Tiad  impulses  which  influence  men  to  action 
that  the  social  worker  is  not  called  upon  to  use.     The  supreme  art 
ol  treatmeot  is  knowing  what  motive  to  use  in  a  particular  situation. 
Perhaps  the  best  preparation  for  a  proper  choice  at  such  a  time  lies 
in  a  study  of  the  daily  experiences  that  mark  the  course  of  case  work. 
What  is  it,  for  example,  that  caused  a  family  to  become  self-support- 
ing after  years  of  dej^endence  on  the  gifts  of  neighbors?     Why  is  it 
that  a  man  who  has  l>een  a  drunkard  since  his  youth  suddenly  de- 
cides not  to  touch  alcohol  again  and  holds  to  his  decision?     What 
has  caused  a  woman  who  has  neglected  housekeeping  to  take  a  new  • 
interest  in  the  care  of  her  home?     What  induced  the  truant  to  re- 
tarn  to  school,  the  deserter  to  support  his  wife,  the  consumptive  to 
go  to  the  sanatorium  which  he,  had  been  resolved  to  see  no  more? 
Study  in  other  fields  should  also  prove  suggestive.    Whatever  voca- 
have  to  do  with  the  art  of  deahng  with  people  can  make  a  co 
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iribution  to  oaae  work.    The  ietoher,  the  neufologiit,  the  ettideBt 
of  the  psycholofcy  of  behavior,  theMdcenuui  will  all  be  of  help. 

Perliafw  of  theee  the  art  of  the  Mleeman  teenie  to  be  the  moet 
nioic  from  that  of  the  toeial  worker.    Yet  the  underiytiiK  philoe> 
ophy  of  his  methoil  in  the  same  as  that  of  the  penKm  who  m  trying 
t4)  ^   '  The  saleeman't  effort  is  to  make  the  proepeettTe 

cu  ^of  hisneedof  theartioiethatiatobeaold.    HaT> 

ing  created  a  demand,  or  if  one  cxiata  already,  having  called  atten- 
tion to  it,  the  salesman  shows  that  his  goods  will  fill  that 
Then  he  clinches  his  order  by  giving  reasons  why  the 
should  buy,  and  buy  immefliately.  Thus  he  uses  the  predicament, 
sometimes  artificially  const  '  ^  the  way  out  and  motivatioo. 
The  peyohology  of  salesmn  uis  indeed  many  suggesUoos  for 

the  case  worker.  One  suggestion,  however,  it  must  not  have. 
That  is  the  oonoeption  of  compulsion.  The  salesman  ijt  obliged  to 
speak  his  goods  with  all  the  energy  at  his  oonmiand.  He  wants 
the  customer  to  take  his,  t.f.,  the  salesman's  way  out.  The  ease 
wr  '  **  *     ly,  docs  the  best  work  when,  having  faced  a 

n\  >  s  situation ,  she  urges  him  to  plan  Ium  own  way 

It.    Only  when  the  man  is  unable  to  suggest  a  pUn  of  his  own  does 
'or  propose  a  romody.     When  possible,  she  suggests 
^«  it'S  so  that  in  inukiiig  a  decision  the  man  has  a  choiee. 

Moreover,  the  days  when  the  case  worker  forced  her  opinion 
wj  '       '  -ing,  if  indec<!  thoy  arc  not  already  past.     Is 

n*  lo  in  the  withholding  of  relief  often  a  confes- 

>n  of  the  inability  of  the  worker  to  suggest  motives  that  will 
t  for  himself?    The  best  social  case  worker  is 
st  faith  in  people  and  in  their  right  to  make 
•  lecisions.    The  more  nearly  motivation  becomes  not  a 
the  will  of  the  case  worker  but  an  inspiration  and  su- 
nt by  her  to  the  man  after  his  decision  has  been  made, 
e  more  it  approaches  the  true  ideal  of  social  case  treatment. 

The  art  of  social  case  treatment,  then,  is  threefold.    It  starts 
ith  making  clear  to  the  family  or  the  individual  the  nature  of  the 
imcnt  and  what  that  predicament  involves.     It  oontinues  by 
way  or  waj's  out  of  the  trouble  and  it  r.^   '  :  '-  h  by  appeal- 
motives  which  will  hoi p  the  person  to  •>  master  his 
inient  and  to  carry  out  that  decision. 
i  lir  opportunities  for  social  case  treatment  uc  in  the  recugun  ion 
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thax  SUCH  n  ttutig  hs  social  case  treaiiiK  iii  exists,  and  Uku  h.  is  for 
the  purpose  of  social  case  treatment  that  investigation  and  diap^nosis 
are  made.  The  development  of  social  case  treatment  depends 
largely  upon  the  interest  with  which  case  workers  analyze  their  own 
work  and  profit  by  experience  in  allied  fields.  They  may,  indeed, 
learn  much  from  such  examples  as  that  set  by  the  soldier  in  the 
rseraiiing  office.  His  success,  crude  and  unpremeditated  though  it 
was,  is  sunestive  for  the  future  of  social  case  treatment. 


CASE  WORK   AND  SOCIAL  REFORM 
Bt  Maky  Van  Kulwck, 

Diraclor  of  the  WooMii'i  DivMioii,  laduiUiAl  Sfrvira  flMiMm, 
OrdoAnee  Departmmt. 

The  case  worker  is  authoritatively  defined  ••  one  who  plant 

diilerent  thingii  for  different  people.    The  aocial  nionn&r,  ooo- 

stdered  as  one  oonoemed  with  iiiovemenU  rather  than  tndhridiiala» 

ins  to  secure  an  identical  benefit  for  an  entire  group.    The  ease 

worlviT  fixes  attention  on  the  individual.    The  soeial  reformer 

lit  \«  tea  his  energies  to  the  conditions  of  the  eommanity.    In  in- 

t(  r<  >ts,  immediate  purpose,  method,  and  even  in  spirit  and  phil- 

'  1  seem  to  be  far  apart.    Far  apart  they  mm^ 

iber.    The  social  reformer  aoeuses  the  eaae 

<>rker  of  blindness  in  attending  exclusively  to  the  immediate  task 

!.— patching  up  his  neighbor's  affairs  without  ^K^npng  the 

i  ions  which  have  caused  his  misfortunes.    To  the  caae  worker, 

II  the  other  hand,  the  social  reformer  seems  sometimes  to  be  a 

aiiM  I    f  Milking  about  a  changed  order  and  neglecting  the  people 

M>  iiou  Miiirrfroin  it,  and  who  must  be  reckoned  with  in  an  effort 

>  change  it.~ 

To  the  outsider  these  distmcuons  would  probably  seem  to  be 

mere  quibble,  lacking  in  significance,  or  at  best  merely  a  portrayal 

f  contrasts  between  two  types  who  must  together  make  up  a 

M     To  the  social  worker,  however,  it  frequently 

ual  question  how  most  wisely  to  proportion  the  em] 

to  the  mass  movement  and  to  the  individual  in  trouble.    In 

Huai  work  as  a  whole,  if  we  may  view  as  a  whole  so  diverse  and  com- 

licntcd  a  set  of  activities,  a  fruitful  relationship  between  the  two 

of  effort  is  a  practical  necessity.    The  case  worker  must  be 

mi  who  can  see  no  possibility  of  social  and  organised  effort  to 

^inriKc  the  conditions  surrounding  one  individual  after  another 

I  be  aims  to  help.    The  social  reformer  who  does  not  draw  his 

the  actual  experienoe  of  individuals  is  in  danger  ol 

lide  in  social  aetion. 

ever,  the  necessity  for  a  two-fold  view  of  the  indi- 
luuai  ana  luc  mass  if  progress  is  to  be  made, 
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to  how  Uu^  rciationslup  can  be  achieved.  The  Avonl  "co- 
operslioD"  is  not  enough.  Its  terms  need  analysis  in  connection 
with  the  concrete  tasks  which  the  social  case  worker,  or  i 
former  of  oonditions,  has  set  for  himself.  Two  of  these  large  tasks 
may  serve  as  illustrations, — the  public  health  movement  and 
industrial  reform.  Certainly  sickness  and  a  low  standard  of  living 
would  Ik*  regarded  as  giving  rise  to  a  large  proportion  of  the  prol)- 
lems  of  the  social  worker. 

Health,  or  the  lack  of  it,  has  made  necessary  the  care  of  the  si' 
as  imlividuals,  institutions  caring  for  groui)8,  official  departments  to 
protect  the  community,  educational  campaigns  to  train  individuals 
in  the  oare  of  their  own  health,  and  bodies  of  laws  establishing  sal 
guards,  or  controlling  conditions,  such  as  quarantine  regulations  or 
sanitary  codes.    The  social  and  economic  effects  of  sickness  have 
resulted  in  plans  for  health  insurance,  which  marks  a  new  phase  of 
effort  in  the  health  movement.     The  health  movement  in  its  social 
aepecta  is  a  part  of  social  work,  broadly  conceived.     In  its  medical 
aspects  it  affords  an  illuminating  parallel.     Medical  research  is 
the  practicing  physician  what  social  research  should  be  to  the  case 
worker.     Individual  experience  should  be  both  a  source  of  informa- 
tion and  a  goal  of  effort.     Facts  gathered  in  daily  practice  may  be 
the  basis  of  laws  which  in  turn  are  a  guide  in  daily  practice.     The 
case  worker  is  both  an  observer  and  a  practitioner.     The  social 
reformer  may  be  a  research  student  studying  the  laws  of  social  i 
laliODehipe  or  a  propagandist, — a  practitioner  for  communiti 
tnitead  of  for  individuals. 

The  health  movement,  like  other  social  effort,  has  three  main 
braDches:  research  for  the  discovery  of  knowledge;  education,  in- 
cluding the  training  of  individuals  and  the  dissemination  of  knowl- 
edge; and  reform,  or  the  change  in  conditions  producing  disea> 
It  IB  agnificant  that  neither  the  case  worker  nor  the  social  reformer 
would  wish  to  be  denied  a  share  in  any  of  these  three  branclios  of 
effort.  Each  of  them,  too,  has  its  starting  point  in  individual  r 
vhile  the  individual  is  the  final  test  of  achievement  of  t) 

•ought. 

The  effort  to  prevent  tul>erculosi8  is  a  good  illustration.     Medi 
cai  rewarch  showed  this  to  be  a  disease  curable  and  preventable 
larffBly  through  education  of  individuals  and  through  control  of 
their  environment.    Thus  its  cure  and  prevention  are  essential! 
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sks  for  the  joint  effort*  d  OMe  workert  and  toeuU  reformon. 

rtainly  orffaniiatioM  ooneerned  with  individiudi  and  fmmilifli 

':ad  an  important  Hhan*  in  the  development  of  gnieral  edtioi^ 

work,  and  in  the  c^^tahhMhnient  of  taoAtoriumi.    On  the 

lier  han(i,  Hocial  reform  in  relation  to  the  prevention  of  tubereu- 

h  we  think  of  a»  ineludinfc  (>oth  publie  edueatioo  mnd 

.    improve  working  and  hviru'  f^oiLJitions,  has  eetabUabod  a 

»  foundation  for  cane  worker> 

In  the  prevention  of  tuberouluiui»,  however,  aa  in  all  other 

i>Ii<^  health  work,  neitlicr  caae  workers  nor  social  reforroeiB  have 

d  their  ta^ks  and  it  ia  the  unfini8he«l  task  whieh  chalJenfpw 

(o  mon*  unitcMl  effort.     Tu)>ereuloeiii  is  enentiaily  a  diaeaae 

,    .crty,  fostered  hy  under-nouriahment,  by  conffeatod  qtiarteiB 

r  living,  by  long  houre  of  work,  by  dust  in  workabops,  by  lack  of 

tir,  good  foo<l,  and  exereine.     The  accumulated  experience  of 

.a>  case  workem.  if  it  were  really  to  l)c  nuidc  to  appeal  aa  it 

loultl  to  the  public  imagination,  would  be  an  irresistible  force  in 

for  the  better  the  presi^nt  conditions  of  hfc  and  work. 

-    ill  why  the  taak  continues  to  be  unfinished  is  that  the 

iual  experience  is  not  made  to  count  aa  it  should  in  social 

loiin. 

The  same  lack  is  illustrated  in  industrial  reform,  and  the  many 

!*stacleB  in  the  way  of  its  accomplishment.     It  is  a  temporary 

'  inanent  inability  to  maintain  a  normal  standard  whieh  eon- 

•  s  the  characteristic  problem  of  the  case  worker.  Thousanda 
(>  workers  in  many  parts  of  the  country  are  tr>nng  to  aee  the 
•lit  in  this  problem  as  it  recurs  day  after  day.  It  is  met  in 
-asc  work  by  the  establishment  of  new  relationships  for  the 

•  iual,  or  the  vitalizing  of  old  ones,  and  by  a  general  sharing  of 
n8,  as  well  as  by  a  new  stimulus  to  the  i-  d.     The  ap- 

. : .  Jiuncnt  of  burdens,  however,  is  not  always  .  .l„:.  .  appreciated. 

he  time  is  not  long  past  when  charitable  societies  and  relatives 

the  whole  economic  burden  •  trial  accidenta.    Now  in 

states,  in  Workmen's  Compi :.  I^ws,  it  haa  been  reoog- 

that  industry  must  meet  the  consequences  of  its  own  hasarda. 
h  insurance  is  advocated  for  the  same  reaaon, — to  bring  about 
e  just  apportionment  of  burdens. 

1  he  significant  fact  about  health  insurance  in  reUtion  to  this 
>ii>«  ussini)  of  caise  work  is  that  caae  workers  have  contributed  ao 
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little  to  the  movement,  either  in  the  way  of  warning  or  reinforce- 
mant.  Full  realisation  of  what  sickness  means  as  a  cause  of  pov- 
erty ahould  have  led  long  ago  to  a  far  more  effective  organization  of 
the  oommunity  for  preventing  sickness  and  for  dealing  with  hs 
rawltl.  On  the  other  hand,  the  case  worker,  with  a  knowledge  of 
all  the  oompUcated  factors  which  are  involved  with  sickness  a^ 
eaoie  of  poverty,  could  check  too  great  optimism  as  to  the  prob- 
ablo  results  of  any  one  plan  of  reform.  The  case  worker  can  con- 
tribute information  to  social  reform,  and  to  this  end  careful  records 
and  frequent  and  regular  interpretation  of  their  meaning  are  ol)- 
viously  neoeeeary.  But  case  workers  can  contribute  something 
much  more  important  and  somewhat  rare, — a  constructive  imagina- 
tton.  Just  because  they  deal  so  constantly  with  real  conditions, 
tb^  may  be  in  danger  of  growing  accustomed  to  them  and  forgetting 
any  possibility  of  change.  Case  workers  cannot  be  content  with 
aooepting  the  established  standards  of  the  community,  if  they 
are  to  contribute  their  share  of  planning  and  acting  to  bring  about 
desirable  changes.  But  the  social  reformer  in  contrast  must  be 
watchful  of  a  tendency  to  forget  that  a  plan  is  not  enough,  and  that 
it  must  bear  some  relation  to  established  standards  and  thn  acrus- 
tomed  habits  of  mind  in  the  community. 

The  war,  with  the  violent  changes  which  it  produces  in  na- 
tional life,  demands  the  constructive  imagination  in  social  work. 
The  goals  of  effort  in  the  past  seem  to  be  swept  away.  Those 
work  has  been  the  precise  carrying  forward  of  a  program  are 
at  the  apparent  destruction  of  the  things  for  which  they  have 
Change  in  purpose  which  becomes  inevitable  seems 
be  a  eompromise  in  principle.  Rehabilitation  of  family  life  is  nou 
opposed  by  the  nation  itself,  whose  demands  show  a  claim  greater 
than  family  life.  Social  reform  seems  to  be  a  mockery  when  all 
effort  for  individual  welfare  must  now  be  subordinated  to  the 
good.     Yet  a  new  conception  of  the  national  good  and  a 

organiiation  of  forces  for  achieving  it,  may  be  the  great  c>; 
portunity  for  a  new  conception  of  individual  welfare, — the  ii 
inediate  interest  of  the  case  worker,  and  community  wolfare. 
the  foal  of  the  social  reformer. 


THE  NORMAL  FAMILY 

Bt  Marqaret  F.  Btinoton, 
A«oekt«  SMretory,  Amiriaui  AModailoo  for  OrgPAiiiac  Chsrity. 

There  b  in  history  nothinK  more  dramAtie  than  the  periitteDee 

;    uncounted  generationn,   through  chAngee  in  induetrkl  life, 

lOugh  oxperimente  and  failures  in  political  organisation,  through 

owth,  decay  and  rebirth  of  religions,  of  the  eMsntisI  family 

"Oh  'iffl  and  'er  And  H, 
Our  bland  OM  in  three." 

I  <  s  it.    There  has  been  variation  .enough  indeed  in 
:  \\  vvn  the  man  and  the  woman,  a  relatioo  which  has 

II  considered  purely  temporary,  sometimes  eternal. 
!i  all  these  changes,  however,  we  find  the  persistenoe  of 

ill  l)ond,  the  physical  dependence  of  tlic  child  on  the  foster- 
l;  care  of  the  mother  and  the  reliance  of  both  on  the  greater  enerK>' 
•urage  and  physical  freedom  of  the  father  for  protection  and 
-tenance. 

I  he  family  as  a  unit  has  indeed  functioned  in  many  ways  dur- 

iries;  it  has  been  the  religious  unit,  especially  in  an- 

,  ,  the  father  serving  as  priest;  it  has  been  the  prop- 

ty  holding  unit  to  which  the  right  of  inheritance  was  limited;  it 

'  <  en  the  industrial  unit,  the  household  forming  a  codperative 

rise;  it  has  been  the  educational  unit,  the  custodian  of  the 

experiences  of  the  race;   it  has  provided  for  the  physical 

nun u re  of  the  child.    It  has  varied  in  form  and  in  legal  status, 

mnnlfied  ))y  changing  industrial,  social,  and  religious  life.    It  has 

-e  l)cen  a  factor  of  great  value  in  securing  stability  of  progress, 

one  hand  by  preserving  the  traditions  and  experiences  of  the 

ami  on  the  other,  by  securing  within  the  shelter  of  the  home 

>c  chance  for  greater  variability.     If  we  are  to  understand  the 

modem  family  we  must  see  it  in  its  relation  to  this  historical  devel- 

ofment.    By  noting  which  characteristics  of  family  life  have  per- 

through  these  changes,  which  have  weakened  and  m*hich 

t^ru>>  ti  stronger,  we  get  a  truer  idea  of  what  does,  indeed,  constitute 

13 
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A  "  Donnal  family. "  In  other  words  we  shall  not  identify  the  "  nor- 
mal family"  with  the  ideal  family  or  with  any  one  of  the  varied 
typea  of  family  life  now  existing  in  our  own  countr>'.  Wo  shall 
AUampi  rather  to  express  it  in  terms  of  certain  fundamental  personal 
idatkmshipa  and  habits  of  life  and  thought,  which  have  chai- 
actcriicd  family  life  throughout  its  history. 

Primitive  Family  Life 

Students  of  the  family  have  disagreed  widely  a.s  to  what  was 
probably  its  earliest  form.  Their  theories  have  l)een  based  on  liis- 
ioricml  documents  which  throw  light  on  early  family  history  or  on 
reports  of  conditions  among  present  day  savage  tribes.  But  even 
thc«e  sources  arc  difficult  of  interpretation.  We  do  not,  for  in- 
stance, know  whether  modem  savage  tribes  are  not  degenerate 
ratber  than  primitive  groups;  whether  in  fact,  as  Mrs.  Bosanciu  ' 
suggCfftH,  they  did  not  fail  to  advance  in  civihzation  just  b(M:i 
they  had  not  developed  a  sound  form  of  family  life. 

There  seems  to  be,  however,  a  growing  tendency  to  agree  tiiai 
the  primitive  famil}^  in  all  probability,  resembled  somewhat  the 
unit  which  exists  among  those  apes  which  are  closest  to  man  ioij 
type.    The  meat  eating  animals  find  little  advantage  in  group 
activity  since  hunting,  to  be  successful,  must  l^e  carried  on  by  in- 
dividuals.   So  we  find  among  certain  apes,  a  very  simple  family 
unit:   the  female  caring  for  the  child  during  its  period  of  w(    ' 
and  helping  to  provide  food  by  seeking  roots,  nuts,  etc.,  ix 
bonic;  the  male,  possessing  freedom  and  greater  energy  and  moi 
ity,  providing  the  main  food  supply  by  hunting,  and  serving 
protector  to  the  female  and  her  young.     This  probably  indicai 
the  status  of  the  primitive  family,  a  temporary  union,  but  one  which, 
wl  ■       "  ^ted,  presented  already  those  elements  which  have  alw.i 
c<»:  1  the  basis  of  family  life:   the  protection  and  care  of  i 

weak,  the  provision  for  physical  maintenanc-e.  the  joint  sense  <•! 
responsibility  for  the  children.     In  other  words,  even  this  elemen-, 
tary  family  life  had  a  psychological  as  well  as  an  economic  basis.     | 

The  great  significance  in  the  development  of  the  human  race  of 
ewn  this  simple  family  unit  has  been  stressed  by  Prof.  John  Fiske. 
Tbe  willingness  of  father  and  mother  to  sacrifice  personal  freedom 
for  tbe  care  of  their  offspring  made  possible  the  prolongation  of  the 
period  of  infancy.    While  a  chick  can  begin  scratching  for  its  own 
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•)d  a  few  houra  after  it  cmergffi  from  the  egg,  the  huauD  ehUd  eaiH 

t  even  feed  iteelf  for  many  monthe,  and  Is  now  forbidden,  by  law, 

to  earn  ita  living  for  fourteen  or  sixteen  yean.     Thb  alow 

s  of  growth  makee  poesible  the  variation  on  whieh  progrewi 

Ih:  it  KiveH  time  for  education,  ho  that  each  generation  may 

«'  life  (H|uip|XMl  with  tlie  knowledge  won  hy  ita  for- 

...       .  1  of  l^eginniiiK  uver  attain  where  they  began.    Out  of 

«'  pmlnimntiun  of  infancy  in  the  shelter  of  family  life,  ctviliaation 

li  thin  aimple,  un-eelf-eonaciotia  group  devel- 

•i»d  into  our  modem  family  is  too  long  and  complex  a  story  even 
in  such  a  paper.     I  would  emp!uij<ize  the  fact,  however, 
.  Jiow  who  are  doing  caae  work,  the  history  of  the  family, 
^  changinf^  fttatua  ponen  genuine  aignifieanee. 

ly  think  of  this  dev  t  from  two  anglea.     Viewed 

V... it  is  a  social  and  le^. ..'ution,  comparable  in  impor- 

li  tance  to  our  ^governmental  institutions,  having  prescribed  fonna 
ons.     Viewed  from  f  I  it  forms  the  intimate  back- 

.    ...    the   life   of  «•%■<•  rv    in.  flu»    tiuvsf    vlini    fiiriH'    in   fii.< 

::d  development. 

T^iE  Family  as  an  iNRrrruTioN 

1  irst  let  us  consider  a  few  of  the  factors  which  have  influence<l 

lit  of  the  family  as  an  institution.     As  far  back  as 

.  and  in  practically  all  of  the  present  savage  tribes, 

iisidered  in  some  degree  a  matter  of  social  concern. 

('  of  kinship  within  which  marriage  may  take 

v.s  which  accompany  it,  the  limitation  of  the 

of  divorce,  are  evidence  that  it  was  never  considered  a  porely 
Custom,  religion,  and  law  have  all  been  invoked  aa 
:ring  a  stable  family  hfe  against  the  cxnlnnivi*  fnnv  of 
liich  refuse  to  be  held  by  any  tie. 

ol  of  marriage  proba)  the 

,. ;    .  ,.....;  ,...,.,  .ly  on  a  large  sade,  sill      iil  i:..i  le  it 

iiy  to  arrange  for  the  control  of  the  wife's  property  and  to 
of  the  heirs.     Pro|>« 

..;nlards  with  the  attitu  

iinate  child.     Nevertheless,   these  hi  tions,  even 

on  no  higher  motive,  did  stability*  huaily  life  during  a 
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psnod  when  ii  might  havo  been  engulfed  hy  tlic  tide  of  lax  moral 
•Uodards. 

Another  stabilizing  force  has  been  the  attitude  of  reli^ous 
toward  the  family,  every  great  religion  having  sanctioned 
form  of  the  marriage  relation.  The  family  ha.s  a  i)cculiar 
Mgnificanoe  io  those  nations  whose  religion  is  that  of  ancestor 
wonhip  ainoe  on  the  rites  performed  by  his  descendants  depend  the 
man's  happiness  in  his  future  life,  not  for  one  generation  only,  but 
for  an  indefinite  future.  In  the  development  of  the  Christian 
church,  marriage  came  to  be  looked  upon  as  one  of  the  sacraments 
and  an  indissoluble  bond.  This  has,  of  course,  been  one  of  the 
stroofest  elements  making  for  stability  in  the  modern  family. 
Since  the  separation  of  church  and  state,  the  civil  law  has  regulated 
maniafe  though  the  rehgious  service  still  serves  to  strengtlien  the 
•enae  of  the  sacredness  of  the  marriage  tie.  Families,  moreover, 
tend  to  maintain  a  joint  religious  life  and  in  ''mixed  marriages"  the 
difference  in  religious  faith  is  a  potent  sQurce  of  instability. 

The  present  variations  in  divorce  laws  in  our  different  states 
simply  indicate  the  general  questioning  state  of  the  public  mind  as 
to  how  permanent  this  bond  should  be.  It  is,  nevertheless, 
eleariy  established  that  the  family  is  so  important  a  social  institu- 
tion that  the  law  must  at  least  control  the  conditions  under  which 
it  may  be  created  or  dissolved.  The  reality  of  family  life,  is,  of 
oourae,  baaed  on  something  far  deeper  than  legal  regulation.  As 
Dr.  Goodsell  phrases  it,  **  Marriage  grew  out  of  the  family,  not  the 
family  out  of  marriage.''  The  law  will  sanction  but  cannot  create 
a  genuine  family  life.  Marriage  has  always,  as  now,  nevertheless, 
been  considered  a  matter  not  solely  of  personal,  but  also  of  publir 
oonoem  and  control. 

The  Relation  op  Parents  and  Children 

Not  only  the  relation  of  husband  and  wife,  but  also  that  of 
parents  and  children  has  been  influenced  by  legal  and  social  stand- 
ards. From  the  beginning,  the  family  had  its  bond  in  the  weakness 
of  the  child  and  in  the  simple  feelings  of  affection  and  responsibility 
which  that  evoked.  Naturally,  however,  this  affection,  wliich  was 
iosUnctive  not  reasoned,  died  as  the  weakness  which  called  it  out 
was  followed  by  strength  and  independence.  Observers  seem  to 
asree  that  some  sort  of  concern  for  the  welfare  of  the  child  exists 
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•  riiniKT  HavagM  whUo  the  children  are  littie,  though,  with  their  quiek 

thoy  are  often  unneoeetariJy  cruel  to  them. 

loiter,  the  relation  of  parenta  and  children  became  a  matter  of 

I'i^hI  definition.     In  patriarchal  timee  and  in  the  Roman  and  Greek 

liee,  we  find  that  the  child  was  really  eonaidered  a  chattel  sub- 

o  |,i<  fit)*!-  will;  that  no  individual  had  any  etandtng  before 

.  iw  r\< .  iJi  a>  i>art  of  a  family  group;  that  abedute  power  for  life 

or  death  often  rested  with  the  father  who  was  abo  prieat  and  jodge. 

''on  has,  of   counw,  given  way  until   modem  Uw 

y  ways  the  rights  of  parenta  over  their  children,  yet 

for  increased  responiiibility  on  the  part  of  the  parents  for 

ii'ir  children  proper  training.     An  enlightened  eourt.  for 

.  will  take  a  child  away  from  his  parents'  control  if  they 

>^tently  fail  to  provide  a  public  school  education  or  badly  needed 

•  are.    The  training  <>'   '      '  ild  in  now  considered  a  mattf*r 

oncern  on  the  part  oi  ind  parents,  the  former  rwiuir- 

iiiR  the  latter  to  live  up  to  the  major  responsibilities  for  its  welfare. 

i  buttressed  the  family  as  a  property  holding 

1  rather  with  its  educational  and  cultural  value. 

This  change  in  the  law's  attitude  toward  the  responsibilities  of 

for  their  children  is  in  part  the  crystallisation  of  a  new  ideal 

thood. 

In  looking  back  on  primitive  life,  we  perceive  a  great  reversal 

'  parents  to  their  children.    Aside  from  the  feeling 

lion  children  were  then  consciously  desired  mainly 

for  their  service  to  their  parents;   now  parents  center  their  efforts 

future  of  their  children.     In  the  early  fa?    '        *^- 

i  l>ccau8e,  economically,  they  were  an  asji*  r 

in  the  household  and  industrial  activities  of  the  family,  or  later,  aa 

because  there  would  be  no  happy  life  after 
hildren  to  carry  on  the  ancestor  worship. 
Now,  a  man  strugfdes  to  earn  enough  to  give  his  children  op- 

'  >r  development  which  he  miased. 

,     ^  I  marriage  to  those  who  are  capable 

ig  on  a  sound  physique.    The  modem  family  is  more  and 

Mg  its  emphasis  on  the  future  of  the  raee.    It  is,  how- 

us  as  case  workers,  to  realise  that  this  ia  a  recent  ehange 

in  the  angle  of  vision  and  that  especially  on  the  economic  side  the 

old  attitude  still  persists. 
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The  Nubturb  of  Child  Life 

A  toeuU  worker  who  is  a  grandmother  said  to  mc  the  other  day, 
1  ftmni  it  90  when  people  speak  of  children  as  a  burden,  they  are 
tlie  ureal  joy  of  life.  I  often  think  that  the  very  poorest  of  our 
families  have  in  them  the  elenientw  of  the  greatest  joys, — the  love 
of  man  and  woman  and  the  presence  of  little  cliiMrofi.-  if  tlwv  only 
knew  how  to  take  advantage  of  them.'' 

Out  of  this  interest  and  this  joy  in  caring  for  cliiiditn  in  their 
and  watching  that  weakness  grow  to  strength,  funiily  life 
into  being,  and  has  persisted.  There  is  hardly  a  home  so  de- 
graded that  the  spark  is  not  there.  Yet  the  question  is  not  infre- 
quently raiaed  as  to  whether  the  family  is  the  best  place  to  train  a 
child  or  whether  substitutes  more  inteUigent  cannot  be  found.  Cer- 
tainly, experiments  with  the  care  of  children  indicate  that  in  inf, 
at  least,  children  need  mothers  of  their  own.  Institutions,  howc  w  . 
■cieniific,  apparently  cannot  give  the  infant  just  the  kind  of  per- 
sonal attention  that  it  needs,  as  their  high  mortality  rate  indicates 
"Mothering''  is  of  value  to  the  delicate  little  mechanism. 

As  a  child  grows  older,  it  seems  physically  less  dependent  on 
family  life,  as  witness  the  fine  development  of  many  boys  who  go  to 
a  boys'  school  in  winter  and  boys'  camp  in  summer.  It  may  hv 
doubted,  however,  whether  such  good  physical  care  can  be  given 
an3rwhere  nearly  as  cheaply  by  such  institutions  as  in  a  good  home 

But  it  is  for  the  other  factors  of  home  life,  its  educational  vahu 
in  a  broad  sense,  that  no  substitute  has  been  found.  We  shall  indi- 
cate some  of  the  ways  in  which  the  home  provides  essential  training, 
the  practical  education,  the  growth  in  self-control  and  self-sacrifice, 
the  sense  of  values.  Because  there  are  two  parents,  the  family 
gives  the  valua))lc  influence  on  both  boy  and  girl  of  both  man  iuu\ 
woman.  It  provides  tho  normal  contact  between  one  generation 
and  the  next. 

Economic  Independence 

In  the  first  place  economic  cooperation  within  the  family  ' 
provided  some  of  its  greatest  educational  opportunities  ever    ; 
that  fimt  primitive  group  that  persisted  because  of  the  need  of 
moUiar  and  ehild  for  food.     During  the  patriarchal  period  the  family 
•Mebed  perhaps  its  maximum  of  economic  self-sufficiency:  the  head 
of  the  family  surrounded  by  his  wives  and  children  and  servants, 
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hrr  tending  flocks,  weaving  and  dyeing  the  wool,  rmitiiiff  their 

i^ricultural  produeU*.     Even  when  agriculture  waa  devel- 

ple  settled  ur)oi)  t  he  I      '       '  hai  this  family  group  had 

.iito  smaller  uniu,  ea  loaded  ttUl  to  live  oo  the 

products  of  its  own  toil.     With  the  development  of  industrial  Ufe 

continuity  in  family  life  remained,  sinee  the  •one  teoded 

tp  the  fathor't)  occiipution.    In  the  medieval  guildi*  for 

iwtancv,  entrance  into  a  particuhu*  skilled  trade  waa  usually  open 

'    *  of  the  guild  meml)cni. 

a;  the   "industrial  revolution,"  however,  changea  in 

y  life  have  come  with  an  upHctting  suddcnneM.    Tlie  old  taaka 

**        '  '       i>eil  from      - '    ruin  and  we  are  not  alwajrs 

»net<  to  t:.  r  pUcc.    The  father  oCteo 

hoH  no  trade,  no  sciwc  of  l>eing  anything  but  a  cog  in  the  industrial 

mi.  hine.     The  8on  d.  '      '  *  .  follow  hiM  father's  footsteps; 

t)i«   >on  uf  the  farmer  y  magnate  and  the  SOD  oC  the 

iiiuiiigrant  day  laborer  enters  a  profession.    The  family  is  now  a 

■    I :  .|  ^jj^j^  Qjjjy  jj^  ^^..:     1-;^^!  ciijitricls  where  women 

i'  a  part  in  prod  i  -  well  ah  in  consumption. 

>.  often  stay  on  the  farm  until  they  are  ready  to  marry, 

itinuc  to  work  with  their  father  after  that,  and  to  in- 

u  on  his  death.     This  state  of  affairs  is,  however,  by  no 

i\(  I    i1.  .111(1  the  abandoned  farms  of  New  England  now 

\  Italians  and  Slavs  show  the  extent  to  whieh  the  op- 

i  >  liich  iiMlustrial  development  offers  have  destroyed  this 

family  tradition. 

V         "      '  f.imily  i> -till,  huwcver,  the  economic  una,  III  Hint  li 

.  that  ulii«li  it  earns.    The  pay  envelope  takes  the 

of  the  harvest.     Family  codperation  is  expressed  now  in  terms 

•     '    -'         ' -int  production,  the  family  poolim 

ii  the  varied  neede  of  its  memheti 
ter,  clothing,  recreation,  etc.    That  this  economic 
>   lias  persisted  throughout  the  history  of  the  family 
I  it  bears  an  essential  and  continuing  part  in  the  devel- 
opment of  family  life. 

It  is,  in  the  flrst  place,  essential  because  of  the  inevitable  weak- 
ness of  duldhood  and  the  burdens  which  it  entails.  An  oeeaaional 
woman,  who  has  a  profession,  like  writing,  that  can  be  done  on  part 
time,  can  carry  it  on  all  tlirough  her  married  life,  but  the  rank  and 
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file  of  businesB  and  workini:  women  must  give  up  waKc-earning  <] 
lag  Um  yt^n  when  they  arc  l>i>aring  and  rearing  children.     The  old 
ooodition  which  was  the  initial  factor  in  creating  the  family,  st 
holdt  good,  namely,  the  dependence  of  the  mother  and  the  littli 
children  on  the  freedom  and  strength  of  the  man.    Nor  to  those  of 
IIS  who  believe  in  family  life,  is  this  an  unfortunate  relationshij 
It  is  a  sharing  of  responsibility  and  of  work,  which  is  the  foundatioi 
for  mutual  respect  and  devotion.     If  our  minds  were  set  clearl\ 
enough  on  the  significance  of  childhood  there  woyld  be  less  stressing 
of  the  inferior  condition  of  the  woman,  since  hers  is  really  the  mon 
ImporUmt  task,  and  the  most  valuable  contribution  which  the  man 
makes  is  to  the  training  of  the  children,  the  wage  being  from  thi 
point  of  view  only  a  means  to  an  end,  the  preservation  of  family  life. 
(I  am  not  raising  here  the  question  of  the  stimulating  effect  on 
women  of  business  and  professional  opportunity  or  of  the  wisdom 
of  remunerative  work  before  and  after  the  period  when  their  children 
need  them.) 

To  return  to  the  economic  problem  as  such.  The  normal 
family  will  depend  on  its  own  material  resources,  pooling  the  majci 
part  of  the  earnings  of  the  various  members  of  the  family  and  pr(' 
viding  from  this  fund  the  necessities  for  the  life  of  the  family.  Will- 
ingneBB  to  make  mutual  sacrifices  and  the  power  of  adjustment  to 
othen'  needs  grow  out  of  this  necessity  for  sharing  in  the  income 
and  subordinating  one's  own  desires  to  those  of  the  family  as  a 
whole;  the  oldest  son  who  works  at  a  thankless  task  that  his  younger 
brothers  may  go  to  college;  the  mother  whose  chief  enthusiasm  in 
•pending  is  to  see  that  her  daughter  has  pretty  things;  the  child  who 
b  willing  to  carry  his  lunch  in  a  box  to  save  for  records  for  the  family 
▼ictrola  are  learning  self-discipline.  A  child  who  goes  out  into  the^ 
World  with  this  standard  and  habit  of  mind  is  not  going  to  become 
the  cttiBen  who  goes  into  politics  for  what  he  can  get  out  of  it.  The 
problem  of  the  family  thus  provides  one  of  its  really  edu- 
opport unities.  It  is  almost  a  truism  that  the  absence  of 
Chii  realisation  of  the  relation  between  income  and  expenditure  and 
the  lack  of  this  willingness  to  subordinate  personal  good  to  the  needs 
of  the  group  is  one  of  the  great  weaknesses  in  the  development  of 
the  inetitution  child. 

Tliere  is  certainly  a  steadying  effect  on  expenditure  when  the 
family's  income  is  the  result  of  the  family's  labor.     What  we  have 
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• 

earned  we  treamire  and,  oounting  its  value  by  ihadlort  it ooti,  we 
want  to  get  a  corresponding  value  when  we  apeiid  it  Ineome  ooC 
produced  by  the  work  of  individual  maoiben  of  the  family  never 
haa  this  aignificanee.  In  thia  aa  in  other  ways  the  family  is  the 
school  for  solving  the  practical  problems  of  living. 

Education  in  tbb  Homb 

rhe  family  has  indeed  always  been  the  most  important  factor 
in  the  (mI  I  if  the  child. 

In  p  times,  the  family  circle  was  alao  the  aehool.    The 

1  mlian  l>oy  was  taught  by  his  father  the  wood  lore  and  the  akill  in 

and  fighting  which  was  the  accumulated  wiMloai  of  many 

tiis ;  the  little  girl  was  given  odd  bita  of  leather  and  a  por- 

tie  quill  with  which  to  imitate  her  mother  as  she  made  moeeaaina, 

'  >  this  practical  education,  the  parents  pa«ed  on  the  knowl- 

I  the  skill  of  the  race.    As  tribal  life  developed  the  eldeiB 

11!  acted  the  boys  in  their  special  cult.    Little  by  little,  aa  the 

of  human  knowledge  increaeed,  it  became  neeemary  to  have 

ti  to  pass  that  knowledge  on.    Yet  not  imtfl  the  time  of 

(  1  list  were  there  among  the  Jews,  for  example,  any  schoob  outside 

(',  the  family  and  the  church  being  the  only  educational 

ons. 

Indeed,  it  is  only  recently  that  the  western  nations  have  pro- 

\   i«l  free  schooling  for  all  <     '  '  Even  in  parte  of  our  own 

rnut)tr>'  school  attendance  is  i  pulsory  so  that  large  numbers 

of  children  still  find  in  the  home  their  only  opportunity  for  educa- 

Knowledge  in  any  theoretical  sense  becomes  then  the  prop- 

of  the  few,  but  in  the  home  is  offered  practical  training,  father 

passing  on  to  son  the  knowledge  of  his  craft,  and  mother  to  daughter 

•  i      ' '   xisehold  arts. 

laps  no  other  feature  in  which  modem  life  in  Amer- 

I  kg  this  family  tradition.    The  Monteseori  school 

'  •>  out-door  school  keeps  him  for  play  time 

;  the  domestic  science  department  tmina 

t!  •  ^irl  in  the  home  duties  for  which  apartment  life  and  the  u 

crvants  give  her  no  opportunity  at 

te  there  was  a  simple  and  complete  dtviiion 

of  tjisk  between  school  and  home;  home  training  in  all  the  practical 

aspects  of  life  through  work  on  the  farm  and  in  the  hooMb  uni  the 
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"thn$c  ii»    at  school.     A  college  president  is  quoted  as  saying  that 
be  went  to  school  for  three  months  and  liad  nine  months  left  for  his 
education.     Now  our  achoob  are  tr3ring  to  combine  the  two  in  an 
educatidnal  system  which  has  tremendous  opportunities,  but  which 
neverthekfls,  needs  to  be  adjusted  to  home  life.    The  "visitinp: 
leeeher"  has  shown  the  importance  of  individuahzing  the  horn 
background  of  the  children  if  education  is  to  be  made  really  cfTccti\ 
In  spite  of  the  increase  in  the  scope  of  the  school  curriciilun 
the  home  still  provides  training  in  many  of  the  most  importni 
Mpects  of  our  lives.     I  read  with  interest  two  contrasting  descrip- 
tioos  of  l>oy  life  in  rural  communities:  "Pelle,  the  Conqueror,"  the 
0tory  of  the  neglect,  the  coarse  surroundings,  the  hard  work  th.it 
fell  to  the  lot  of  a  l)oy  brought  up  on  a  little  island  off  tho  coast  of 
Denmark,  and  the  "Son  of  the  Middle  Border,"  Hamlin  (larland's 
story  of  his  boyhood  in  the  middle  west.     They  vividly  portray  1 1 
in  the  content  of  life  resulting  when  the  home,  as  in  the 
ease,  provided  a  background  of  love  of  music  and  of  l)0()ks,  of 
intelligent  interest  in  the  things  of  the  day. 

Formal  education  can,  it  is  true,  overcome  the  lack  of  such  a 
background,  but  for  most  children  the  whole  future  trend  of  thought 
is  given  its  direction  by  the  habits,  the  interests,  the  ideals,  formed 
in  these  impressionable  years.  The  home  is  still  a  most  important, 
if  not  any  longer  the  chief  educational  institution.  Since  the  (;hilH 
learnis  in  this  school  by  imitation  rather  than  by  formal  instructio; 
it  is  doubly  essential  that  the  home  life  be  one  which  he  may  wisely 
imitate.  * 

The  Value  of  Two  Parents 

The  part  which  family  life  has  played  in  the  development  of 
penonality,  in  the  more  subtle  relationships  of  individuals,  is  difi 
eult  to  trace,  as  it  lies  so  far  beneath  the  surface.  The  early  instinc- 
tive feeling  of  tenderness  for  the  weak  is  at  the  basis  of  the  altruism 
which  now  plays  so  large  a  part  in  our  community  life.  In  the  days 
when  every  one  outside  the  family  or  the  clan  was  an  enemy,  con- 
eetn  for  the  welfare  of  others  could  be  developed  only  within  tliifi 
narrow  family  circle.  Later,  as  these  emotions  grew  in  strength 
and  aa  men  were  brought  into  closer  contact  with  those  outside  this 
ttieie«  this  concern  could  l)e  carried  over  into,  and  modify,  the  new 
Wibilionship.    This  affects  both  parents  and  children. 
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On  the  one  hand,  at  ProfeMor  TtifU  poiAta  oui,  the 
hility  for  training  children  ha«  had  a  definite  effect  oo  the 

'  of  the  moral  code.  Individual  moral  ?hff4ftft  may  raaiilt  from 
10  or  k^  unconscious  acceptance  of  ciietmnary  ftandanli.  Bui 
II  order  to  teach  children  what  they  may  do  and  what  they  mtinl 
!(),  a  niurh  more  definite  conception  mini  be  airolvd  aoi  oa|y 
uit  is  right  and  what  ia  wrong,  but  of  the  reaaoni  for  that  eboiee. 
rhe  necemity  for  answering  that  over-recurring,  "Why?"  of  child- 
I.  has  helped  to  change  a  purely  customary  morality  into  one 
ii  ia  conscious  and  reasoned. 

(  inversely,  of  course,  it  is  in  the  home  that  the  frnKhMneetal 

toward  moral  and  social  values  are  aequirad.    Hare,  aa  in 

nor  aspects  of  family  life,  we  see  the  importance  of  having 

wo  parents.    The  child  learns  from  the  mother  thoae  tenderer  vir- 

and  self-eacrifioe  which  have  become  aynonoiDoui 

1.  from  the  father  standards  of  courafe  and  aelf« 

ice.    These  virtues  do  exist  in  the  homes  of  the  poor  as  thoae 

full  well  who  have  entered  at  all  intimately  into  their  lives, 

in'  «>.<('utial  I'vcn'wherc  to  the  cfevelopnient  of  sound  fatnily 

this  in  the  abiitract  but  wc  often  fail  to  see  to  it 

lives  under  conditions  that  make  this  personal  in- 

le.    Too  great  a  burden  put  on  the  mother's  shoulders 

^(T  patience — we  all  get  irritable  when  we  are  tired 

•  uses  to  be  a  stimulus  to  the  child.    Caee  workers 

•  that  mothers  are  given  a  chance — a  chance  for  recreation 

with  the  childrf^n;  decent  clothing  8o  that  they  can  keep 

t  of  their  children;  and  help  in  accepting  American  stand- 

irdii.    The  settlements  are  wisely  trying  to  interest  children  in  the 

of  the  "old  country"  and  to  teach  them  toappreeiale the 

i  handicrafts.     There  is  nothing  more  danferoos  than  the 

.down  of  the  mother's  influence  with  the  older  children  which 

om panics  |>overty.     In  proportion  aa  the  mother'a  life  is 

ided  and  |M)sy(ss<M!  of  varif^l  interests  will  she  be  able  to 

rain  her  children. 

Rut  there  is  another  ;  nil  In-  ion  }i:i.-  an  intlurnri'.      \o 

;imily  is  normal  without  a  hiii  •  r  to  providt*  ilu-  «oni«ri  uit!;  r'.. 
utside  world,  the  stimulus,  the  sterner  virtues*.     The  in- 
juvenile  deUnquency  in  both  Germany  and  Fr 
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bean  out  this  convict lun.     Case  workers  need  to  face  this 
faei  man  clearly,  and  recognize  that  where  this  influence  is  absent 
aaubaiiiut^  for  it  must  if  possible  be  provided.    During  the  wai 
for  iMtinnr   it  mi^ht  be  possible  for  the  Home  Service  work< 
the  stay-at-home  men  in  serving,  in  so  far  as  an  out 
I,  m  godfather  to  some  soldier's  boy. 

Emotional  Content 

If  moreover,  the  family  is  to  provide  this  essential  training  it 
must,  we  feel,  not  only  be  economically  independent;  it  must  have 
a  genuine  emotional  background  and  it  must  have  stal^ility.  Two 
floiotional  elements  have  been  woven  together  into  the  texture  of 
fainily  life:  the  original  sex  impulse  drawing  together  the  man  and 
I,  and  the  instinctive  love  for  the  child.     Not  only  were  they 

itial  for  the  creation  of  the  primitive  family;  they  have  been 
dominant  elements  throughout.     They  have  modified  each  other, 
Ihetenee  of  joint  love  and  care  for  their  children  being  probably  the 
strongest  factor  in  maintaining  a  permanent  relationship  bet  we* 
the  man  and  the  woman,  the  love  of  father  and  mother  for  each 
other  influencing  their  attitude  toward  their  cliildren.     (There  is  a 
noticeable  diflFerence  in  this  respect  in  the  attitude  of  parents  !• 
ward  adopted  children  where  this  emotional  content  is  absent 
Without  this  emotional  background  serving  to  cement  family  lif 
the  inevitable  antagonisms  and  conflicts  that  must  occur  at  tim< 
in  any  group  living  in  such  close  contact  would  often  cause  it 
disintegration. 

This  may  seem  obvious,  yet  it  again  needs  stressing  in  a  con- 
)n  of  the  family  for  case  workers.     Do  we  consider  enough 

abeolutely  fundamental  this  emotional  element  is  in  maintain- 
ing family  solidarity?  Just  as  an  illustration, — we  are  dealing  with 
the  family  of  a  non-supporting  husband  and  we  urge  the  wife  to 
lake  court  action  in  order  to  force  the  man  to  resume  his  financial 
obligations.  Do  we  always  consider  whether  this  is  not  going  i 
abeolutely  the  emotional  factors  in  the  family  life  and  do  we 
>r  it  a  last  resort  not  a  first  one?    Obviously  we  must,  at 

\,  utilise  this  means  to  bring  a  man  to  his  senses,  but  do  n 
often  enough  stop  to  ponder  on  the  relative  significance  of  emotional 
ilnbilttj  and  eeonomic  independence?    Do  we  often  enough  utilize 
the  man's  instinctive  devotion  to  his  children  as  a  means  of  grac ' 
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It  IB  ptfhaiM  nnneowiiry  to  say  Uuit  there  amy  be  at  the  other  ex- 

reiue  an  overstreBsiiiK  and  sentimental  attitude  toward  the  relatioo 

•f  man  and  wife  and  children.    Booka,  however,  like  "The  Poor 

Man's  House/'  and  Miss  Loamce,  ''The  Queen's  Poor/' >  iodieate 

liat  there  is  throughout  nKxlern  industrial  life  a  sound  underlying 

'  '   '.  in  fuiiiily  life  on  which  we  should  mors  buvely 

..  plHiiiiiag.    It  has,  it  is  true,  a  physieal  and  in- 

linetive  basis,  but  on  that  very  basis,  a  fonuinely  spiritual  struo* 

lure  may  be  reared. 

It  is,  moreover,  another  element  in  family  life  which  we  most 

\ii\\y  reckon  with  just  now.    Tremendous  emotional  adjust- 

iciiu  are  necessitated  by  the  departure  of  the  sohlien.    The  ex- 

>orienoes  in  Canada  in  which  intemperanoe  and  immorality  are 

mfortunately  not  infrequent  among  wives  of  soldiers,  heretofore 

•n  of  irreproachable  character,  show  what  utter  breakdown 

result  from  this  change  in  the  emotional  eooteot  of  life;  the 

tibstitution  on  the  one  hand,  of  strain  and  anxiety  for  the  sense  of 

assured  protection  and  i'  romradeship,  on  the  other,  the 

sen.se  of  new  frtM?ilom  from  1. 

If  we  are  to  be  truly  helpful  in  tangled  family  situations  we 

h  n  8yni pathetic  understanding  of  the  emotional  elements 

and  attempt  either  to  strengthen  normal  relationships,  or 

A  here  that  is  impossible,  reckon  the  effect  on  the  whole  life  of  the 

laniily  of  the  al>8ence  of  this  fundamental  factor. 

Family  SrABiLrrv 

r '    f  a  stable  family  life  in  which  the  child  may  secure  its  physi- 

moral  development  is  neoeesary,  is  a  conviction  probably 

lecepted  by  all  case  workers  and  one  which  is  in  our  opinion  borne 

'  '  >y  the  whole  hi8tor>'  of  family  life.    If  we  believe  that  the  mut- 

iependence  of  family  hfe  has  been  an  important  element  in  the 

-Towth  of  morality;   if  we  l)elieve  that  practical  education  in  the 

valuable;  if  we  see  in  the  home  a  place  for  the  nurture  of 

life,  we  must  recognise  that  permanence  is  esssptisl 

There  is,  however,  a  change  in  the  conditions  which  have  kept 

mc  family  stable.    Some  of  thettc  conditions  were  the  economic 

taefulnesH  of  the  family  group,  it«  relation  to  the  holding  of  prop- 

rty,  its  religious  significance.    Of  these,  the  second,  the  neoessity 

'Sm  mpodaXiy  the  chapter  on  "  HunbMid  slid  Wife." 
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fof  safcguardiiifc  i)n»|>(  rty   ri^^its,  ha«  probably  l)oen   the  largest 
factor  in  oroaiing  legal  safeguard  for  the  family  group.     Yet,  in 
ihii  countr>%  property  Tights  have  almost  ceased  to  be  a  factor  in 
mainUining  family  unity, — in  fact,  in  the  propertied  class  divor< 
m  yrtry  frwjucnt. 

Sinee  theae  earlier  safeguards  of  family  integrity  are  weakening, 
it  liehoovew  those  who  believe  in  its  value  to  use  evciy  means  to 
sirrngthcn  it  through  the  development  of  its  educational  and  cul- 
tural activitiee. 

The  Normal  Family 

We  have  attempted  to  sketch  in  outline  certain  elements  in  tl 
oomplex  history  of  family  life  and.  the  forces  which  have  molded  it. 
The  iignificanoe  of  this  development  to  the  case  worker  seems  to 
me  twofold. 

We  talk  rather  easily  about  "restoring  families  to  normal  liv- 
ing,"    We  shall  be  more  likely  to  achieve  this  without  harm  to  the 
delicate  fabric  of  family  life  if  we  see  the  family  as  a  growing,  devel- 
oping unit  of  which  its  present  form  is  only  a  stage  and  realize  the 
pioeew  by  which  it  has  arrived  here.     We  need  to  know  the  extent 
to  which  the  father  has  lx?en  priest  as  well  as  provider;  the  family    \ 
ihft  center  for  moral  and  secular  education;  the  way  in  which  local    ' 
eOBtoma  passed  on  by  the  family  have  formed  the  basis  for  much  of 
our  morality  and  common  law.     With  this  background  of  undt  i 
standing,  we  shall  be  keener  to  study  "our  families,"  not  simply  ji,> 
economic  units,  failing  to  function,  but  as  the  complex  basis  of  the 
mofml  and  spiritual  Ufe  of  the  individual  members.     That  surel 

adds  to  the  complexity  of  our  task,  but  adds  also  to  its  signifirr 

Some  other  economic  adjustment  of  human  life  is  entirely  po 
and  has  been  portrayed  delightfully  in  many  of  the  Utopias,  with 
purely  individualistic  and  transient   relation   between   men  aiiu 
women  and  with  the  children  provided  for  through  public  institu- 
tions.   But  the  family  has  been  not  only  the  economic  unit  but  the 
largest  single  factor  in  the  development  of  the  altruistic  and  spiritual  ' 
beton  in  life,  and  for  the  stimulation  of  these  elements  a  subptitnte 
is  hard  to  find. 

In  the  second  place  it  lays  upon  the  case  worker  the  ne((  .^mi 
for  studying  the  reaction  of  industrial  and  social  changes  on  famil 
liie.    We  are  more  self-conscious  than  our  ancestors  and  more  keen 
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herefore,  to  watch  the  results  of  our  own  aoetAl  experimaitatioii. 

Iio  thoughtful  Htudy  of  individual  families  will  indioUiS  the  extent 

modern  Hocial  imititutioru*  f(K(UT  or  destroy  the  proper 

...ng  of  human  life.    Tlirough  i^kilful  olisenratioo  of  family 

inM  wo  will  find  the  sanest  background  for  a  developing  soeial 

im. 

Case  Wouk  and  the  Family 

rhere  is  need,  moreover,  that  we  recognise  tlie  elements  in  our 

anniuniticM  which  tend  to  break  down  thiit  nonual  family  life. 

tidouM  vitality  in  indieat^Ml  by  itit  Hurvival  through 

.s  of  hihtor>'.     Hut  that  in  individual  canes  it  docs 

id  to  function  is  too  obviuuM  to  nee<l  Htrmsing.    Sickneisi,  inade> 

\vnK(*M,  bud  huuMJnK,  iiiteni|M*ninci*,  immorality,  all  these  and 

other  factors  brt^ak  down  iUia  finely  adju.Ht<Ml  institution. 

of  thetic  are  factors  outside  the  family  itM*lf,  for  wliich  the 

•  unity  is  responsible,  and  which  must  be  removed  by  com- 

—  ly  action.     More  and  more  wc  recognise  how  many  timet 

juily  breakdowns  may  ultimately  t^e  traced  back  to  unwholesome 

i.il  conditions  such  as  these:  a  tenement  so  small  that  there  is 

ice  for  real  family  gatherings;  a  father  whose  hours  of  work 

long  that  he  cannot  share  his  children*s  lives;  an  income  too 

to  make  joint  recreation  possible;  these  and  many  like  factors 

....:y  the  truly  educational  possibihties  of  the  home.     It  certainly 

-  a  task  for  tliosc  of  us  who  beUevc  in  the  value  of  this  family  unit 

idy  ever  more  searchingly  the  conditions   which    tend    to 

'  its  value  in  f^»'*  i|«'v«'li»r»n)MMt  nf  tbi»  <«1iII<i  and  to  <»ti.li«'iv«^r  lo 

•me  them. 

i<lition  there  will  alway.-^  ;u»k  of  tr>'ing  to  help  re- 

..  as  nearly  as  may  be,  the  hw. Jicre  family  Ufe  h?'-  filli-d 

mtain  itself  either  because  of  external  conditions  or  Ix 
lernol  breakdown.  Ever>'  home  so  reestablished  i 
:<T  background,  a  belter  training  for  each  child  in  it,  . .-  :..-.: 
isk  h.is  genuine  social  significance.  It  is,  nevertheless,  a  taak 
I  iiill  be  approached  in  humility  of  spirit,  if  wc  realise  of  how 
1  and  subtle  strands  nonnal  family  life  is  woven,  and  how  deli- 
:ite  is  the  task  of  so  readjusting  them  tliat  they  will  form  the  perfect 
•;iltern. 


OF^FTTTVn  THE  HANDICAP  OF  BLINDNESS 

Bt  Luct  Wright, 
AMocUte  Director,  Boston  School  of  Social  Work. 

The  present  stringency  of  the  lal)or  market  has  opened  up 
oppoKunities  for  the  present,  at  least,  for  use  of  handicapped  labc 
!•  never  before.  Among  returned  disabled  soldiers  it  is  so  probable 
UiAi  there  will  be  a  certain  number  of  blind  men,  that  the  govern- 
ment has  already  prepared  a  plan  for  their  reception  and  special 
training.  It  is  especially  worth  while,  then,  at  this  time,  to  try  to 
fonnulate  some  fundamental  principles  of  social  case  work  in  read- 
justing industrially  men  handicapped  by  blindness. 

Foremost  among  these  is  the  principle  that  all  the  work  nui.st  be 
work  wUh  and  not /or  the  blind.  If  the  "give  and  take"  relation  is 
the  essential  working  basis  of  all  good  case  work,  it  is  doubly  so  in 
work  for  the  physically  handicapped.  It  is  quite  usual  for  blind 
men  to  ask:  "Will  you  see  what  you  think  of  my  case?''  A  man 
of  rare  ability  with  oncoming  blindness  may  put  this  to  you:  ''  I 
have  a  year,  they  say,  before  I  shall  be  totally  blind.  I  expect  you 
people  to  tell  me  how  to  use  that  year  to  the  best  advantage." 
Another  may  say:  **I  am  willing  to  do  my  part,  but  I  cannot  man- 
age alone  against  such  heavy  odds.  What  will  society  do  about  n  i 
eaee?'' 

If  we  are  to  work  intelligently  with  the  blind  we  must  first  find 
the  man  behind  the  handicap.     That  is,  I  believe,  the  only  hopeful 
basis  on  which  it  is  possible  to  equalize  his  chances  in  such  a  way 
that  he  may  make  the  contribution  he  has  to  make  to  society,  be 
small  or  great.    To  find  the  man  behind  the  handicap  is  not,  how 
ever,  so  simple  a  program  as  it  may  seem. 

There  are,  first  of  all,  certain  obstacles  in  the  minds  of  the  re 
oC  us.  Blindness  is  a  very  obvious  handicap.  We  who  are  rela- 
tMty  whole  cannot  help  dweUing  on  what  is  gone  rather  than  on 
what  is  left  in  others.  It  takes  a  blind  person  to  say,  as  one  cheer- 
ful, successful  blind  woman  said  to  me,  "Why,  it's  not  the  fact  that 
you're  blind  that  counts,  but  only  how  you  take  it!"  We  sighted 
'speak  up  loud"  to  people  who  wear  smoked  glasses,  so 
28 
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vague  IB  our  oonoepi  of  what  may  bo  toing  oo  bthiBd  ihott 

ri  the  mind  of  the  person  who  simply  oumoi  iae  wtih  his  ayes.    We 

>t  trust  and  uDderstand  the  inteUeoiual  life  wHhoui  sifhi  or 

ise  of  other  senses  as  well  as  that  of  sighi,  and  so  we  eiMS  io- 

r  men  who  cannot  be  classed  together  in  any  other  respect 

hull  that  of  the  physical  handicap  they  suffer  in  rommon. 

The  very  existence  of  organised  work  with  the  blind  from  nur- 
ory  to  special  work  shop,  encourages  the  tendency  to  lump  the  blind 
ri  a  chuM.  The  best  efforts  of  the  best  workers,  blind  and  sighted, 
>Ave  not  been  able  to  offset  the  danger,  and  will  not  be  unless,  at 
iiiH  inomont,  when  a  share  of  the  world's  attention  is  turned  to  the 
•hysically  handicapped,  we  succeed  in  ''putting  over"  some  sueh 
lea  AS  I  have  suggested. 

I'his  idea  will  not  be  particuUrly  pleasing  to  those  among  the 
lighted  champions  who  believe  that  blindness  is  in 
•  >n  for  special  consideration  for  it  cut«  riL'ht  through 
lie  whole  exploiting  design.    It  removes  the  basis  for  no- 

•>ly  political  handling  of  the  ind> 
^      <>ut  doubt  the  most  serious  obstac 
pnient  of  a  plan  of  work  with  the  blind,  on  what  a  blind  ; 
v11«mI  "the  something  for  something"  basis,  as  against  the 

c  for  nothing"  basis,  lie  in  tendendee  of  both  blind  and    _       i 

>rtere  of  this  cause  to  exploit  the  situation  of  the  blind  for 

luuUonal  and  political  values  rather  than  to  develop  it  on  the  basis 

f  a  reasonable  efficiency.    This  is  regrettable,  not  only  on  eoo- 

*  grounds,  but  because  it  puts  the  blind  and  work  with  the 

:  on  a  false,  unstable  and  temporary  basis,  and  cannot,  in  the 

r  un,  bring  them  happiness  and  usefulness.    Emotional  exploi- 

a  is  usually  the  fault  of  the  sighted.    Political  exploitation  is 

•n  tlic  fault  of  the  blind,  and  the  measure  of  sueoess  or 

:  work  with  adults  depends  very  larselv  upon  the  leadcr- 

Uip  in  this  respect  within  these  two  groups 

ioeat  advance  made  in  every  department  oi  social  work  in 
tion  of  testa  and  estimates  of  individuals  has  greatly  im- 
•roved  the  quality  of  social  case  work  with  the  blind. 

r*      is  illustrated  in  the  department  of  education  of  blind 

l»y  the  work  of  Robert  W.  Irwin  in  the  publie  sehools  of 

land,  Ohio.    Here  we  see  the  prospect  of  equalising  chances 

m  uie  for  physically  handicapped  children,  not  only  by  giving 
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equal  opportunities  witli  sij^hted  children,  but  by  sifting  witliin  the 
group  the  sub-nomiiil  from  the  sound  and  training  them  appro- 
pruilely.  Thc^e  arc  first  steps.  The  principle  needs  only  to  be 
earned  further  in  work  with  adults,  and  made  to  cover  character 
tm  well  AK  tnent^il  and  physical  tests,  until  we  acquire  a  basis  for  and 
akill  in  oflUmating  the  possibilities  of  individuals,  in  time  to  ]>e  of 
nerx  'hem  and  to  the  community.     One  example  of  a  move  in 

the  ''ii  of  this  testing-out  principle  is  illustrated  in  work  for 

adults,  under  the  Massachusetts  Commission  for  the  Blind,  by  the 
effort  to  use  home-teaching  of  the  blind  as  a  preliminary  try-out 
before  abop  training.  This  plan  makes  occupation  therapy  a  test. 
if  not  a  step,  in  pre-vocational  training  of  blinded  adults. 

The  need  for  securing  a  real  basis  for  social  case  treatment  of 
employment  problems  of  blind  men  by  coordinating  the  various 
lined  of  effort  in  adult  work  through  some  such  central  agency 
■Caie  commissions  or  federal  l>oards  has  been  forcibly  illustrated  iii 
the  plans  worked  out  for  disabled  soldiers  in  various  countries  sinro 
the  war.     The  program  includes  orderly  use  of  curative  occupatioi 
vocational  reeducation  if  necessary,  and  placement  in  accordance 
with  ability,  whether  in  competitive  industry,  home  occupation,  or 
aubeidiied  shop.     Such  an  orderly  technique  presupposes  coordin 
tion  of  forces  in  the  industrial  service  of  the  blind,  not  on  a  basis  ot 
philanthropy,  but  of  public  educational  and  vocational  service. 

It  must  never  be  imagined  that  the  principle  of  "  finding  the 
man  behind  the  handicap"  w^ill  minimize  the  amount  or  expense  of 
work  to  lie  done.  It  is  only  a  means  of  finding  out  what  are  a  por- 
•on's  potentialities  for  the  sake  of  reasonable  economy,  efficien- 
and,  most  important  of  all,  for  the  happiness  of  the  handicapped. 
Tbia  plan  for  individualizing  may,  on  the  one  hand,  be  regarded  as 
a  protest  against  the  unnecessary  and  harmful  expedient  of  "trying 
to  make  a  silk  purse  out  of  a  sow's  ear. "  A  thinker  with  a  scientific 
mind  points  out  that  this  attempt,  too  common  among  social  worker? 
in  what  are  still  pioneer  days,  not  only  taxes  the  worker  and  defen 
lie  own  purpose,  but  too  often  destroys  the  possibility  of  a  perfectly 
»ood  pig--<kin  purse.  It  may,  on  the  other  hand,  be  regarded  as  a 
protest  against  the  waste  and  unhappincss  resulting  from  misuse 
fine  minds  and  natures  in  inappropriate  work.  This  is  felt  most 
kaaoly  in  observing  the  lives  of  well-trained,  intellectual  l)lind 
P^c>ple,  for  wbose  good  energies  society  with  its  prejudices  furnishes 
no  outlet  in  effective  work. 
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liulividualixation  of  the  hAfidicapped  involves  eoDiinuous 
riM ouriitiori  of  the  (lifTorencc  lM*tW(y*n  thoHe  who  are  and  thoiw*  who 
an*  not  i  apablc  of  industrial  aid.  It  involves  dintiiictioQji  among 
the  forms  of  induittriul  aid,  but  requinw  always  the  same  underlying 
principle.     So<i(>ty  HuyM  to  the  handieapfied  man,  ''You  keep  up 

•  f)ur  end  in  pro|>ortion  an  you  can, — we  will  keep  up  our*  • — 

'>n  an  iH  neeeswary,  in  order  that  you  may  make  the  • 

rH  JM  in  you,  l>o  it  little  or  much."     Thi«  is  the  *'sottieihuig  for 

'tiirif;  pro|)08ition  "  which  niUKt  lie  l>ehind  every  form  of  indus- 

Lid  for  the  blind.     To  carry  it  out  wc  need  (1)  to  work  out  an 
i({uc  of  social  case  work  that  is  as  aooeptable  and 

ic  to  a  handicapped  man  as  to  the  sighted  worker  with 

.1)  blind;  (2)  to  provide  by  way  of  background  a  campaign  of 

<  reaching    family,   neighbors  and   emplojrers   in   every 

....ly  to  which  disabled  men  return,  whether  tkey  are  the 

IS  of  diseast*,  industrial  accident  or  war. 

The  difliculties  of  finding  the  man  behind  the  handicap  are 

.winy  and  various.     It  may  bo  that  he  can  lie  diitcovered  early  by 

xiinc  ver>'  simple  touch.     On  the  other  hand  it  may  take  years  to 

i(>  man  l>ehind  the  handicap,  and  then  hi«  contribution  may  be 

lit  that  the  8ul)8idi2ed  shop  may  be  obliged  to  meet  him  not 

udf-way,  l)ut  more,  if  he  is  to  "do  his  bit." 

1  he  fact  that  a  physically  handicapped  man  finds  himself  in 

>">  "IfTishouse  is  no  proof  that  he  lacks  skill  and  character.     But  it 

\  to  try  by  actual  test  whether  he  has  skill  with  his  hands,  as 

^  to  make  sure  whether  he  has  the  force  of  character  to  stand 

t  he  community.     Raising  of  false  hopes  is  one  of  the  unkind- 

to  be  guarded  against  in  all  work  with  the  handicapped. 

inptation  is  great.     For  the  almshouse  population,  the  visit- 

ine  teacher  who  by  actual  try-out  can  test  the  mind  and  skill 

•  1  of  the  individual,  and  form  a  just  estimate  of  his  duumoter, 

-Nsential  part  of  a  safeguarding  plan.     Through  such  a  worker 

...ike  occupation  therapy  and  pre-vocational  testing  a  reality  in 

ork  with  adults.     Massachusetts  has  been  especially  fortunate  in 

teachers  (blind),  and  one  among  them  has  an  espeeial 

....^....^  the  good  human  quahtios  that  he  behind  the  handi- 

ip  of  blindness,  as  well  as  the  ability  to  read  with  the  fingers  and 

lo  manual  prooesees  such  as  netting  and  basketry.     The 

..^  IS  her  own  account  of  such  an  instance: 
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AaoUitr  niAO,  formeriy  at  the  SUt«  Farm,  was  there  because  while  trying  to 
a  living  at  oanvaanng,  after  losing  his  siglit,  he  had  been  robbed  of  his  wares 
by  a  diilKNMit  guide.  He  placed  himself  in  the  poorhouse,  ahd  hud  been  tran''- 
fan«d  to  the  State  Farm,  where  I  found  him.    In  the  four  months  of  instruct  t 

to  read  and  write  Braille,  to  oane-eeat  and  pith-seat  chaira,  and  muke 
Migp.    He  was  tent  to  a  workshop  in  April  to  learn  br(K)in  making,  and 
vaeataoo  in  August,  had  also  learned  to  weave  coarse  rugn.    He  is  now 
hit  apprentioeihip,  and  will  shortly  find  a  place  among  the  blind  wage- 
He  has  made  stnoe  July  first  about  fifty  rake  net  bags  and  sold  the 
imeitiug  between  forty  and  fifty  doUars  for  his  work.  ^ 

Then  there  is  the  man  who  meets  you  more  than  half-wa 
You  are  being  tested  rather  than  he.     How  can  you  help  him  con 
tribute  all  that  is  in  him  to  give?    This  kind  of  man  is  healthy,  in 
mind,  body  and  spirit.     He  simply  lacks  the  use  of  one  sense- 
organ.    He  requires  no  long  period  of  readjustment.     He  masters 
one  hand  procees  after  another.     He  had  trade-training  behind  him 
before  he  lost  his  sight,  and  is  confident  that  he  can,  with  backing 
and  special  equipment,  follow  his  old  vocation  of  florist,  in  which  he 
ham  bad  twenty  years  experience.     Your  job  ixs  a  social  case  worker 
b  with  possible  employers  and  backers,  and  not  with  the  blind  man. 
It  is  not  a  question  if  he  will  "keep  up  his  end, "  but  whether  society  | 
will  keep  up  its  end.     You  must  prove  by  actual  experiment,  and 
you  can  do  it  only  with  the  aid  of  some  florist  of  standing,  that  this  j 
man  can  actually  do  without  sight  the  processes  he  did  with  sight, 
and  that  there  will  be  a  market  for  his  labor,  if  he  is  provided  with 
tbe  necessary  capital  and  tools  with  which  to  work.     The  story  of 
how  this  particular  man  developed  a  greenhouse,  with  crops  of  ; 
ebiyaanthemums,  tomatoes,  mushrooms,  etc.,  and  of  how,  when  the 
fuelabortage  compelled  him  to  close  down,  he  turned  successfully  to 
oompetitive  factory  work  cleaning  bobbins  in  a  worsted  mill,  is  full  , 
of  interest, — but  what  I  have  told  is  perhaps  enough  to  suggest  the 
variation  in  peace  problems  of  employment  of  blind  men. 

Tbe  variation  among  disabled  soldiers  promises  to  be  in  son 
wa]n  greater,  in  others  less, — less,  because  the  men  are  already 
siftad  by  certain  mental  and  physical  tests  before  they  go  to  the ; 
front;  greater,  because  of  the  chances  of  other  physical  handicaps 
la  combination,  perhaps  quite  difTerent  from  those  appoariiiK  in 
of  civilian  life.     Greater,  too,  because  among  officers  and 

I,  this  disability  may  cut  across  we  know  not  what  range  of  m- 

•  M.>.i^..^..  CommiMon  for  the  Blind,  11th  Annual  Report  1916-M*! 
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^.  at.    The  plans  to  exoellenily  earriad  out  at  8t  Duoatao't, 

Inland,  for  soldieni  disabled  by  blindncm,  and  the  earefuUy  laid 

itiB  for  American  soldieni  who  may  be  so  disabled,  all  prortde  for 

:itive  occupation  eariy.     Visitors  from  8t.  Dunstan's  (o  to  the 

ided  in  hospital  wards  early  ''for  Rood  ootnraderiiip/*    All  of 

nurses,  including  the  superintendent,  ^in  idne  oC  our  base  hot- 

il  units  have  voluntarily  equipped  themselves  with  knowiadfe  of 

uciples  and  practice  of  occupation  therapy,  and  the  coTemmeDi 

laid  careful  plans  for  each  succeeding  step  to  the  point  where 

handicappo<1  individual  comM  l)ark  to  Hva  out  hU  lifn   in '  lh« 

iimunity. 

Canadian  expeni-nic  tills  us  i  i 

man  hack  to  hi«  former  vocation  hoi-:    iii    "'  ;  <_.  -y.  a.: 

iblcd  KoldierB  in  Canada.    Only  10  per  cent  te  re- 

ication.     Placement  takes  on  a  new  aspect  when  the  country  ean- 

HfTord  to  lose  the  labor  of  a  fraction  of  a  man.    Work  for  the 

ipped  is  transformed,  and  it  is  for  us  to  see  that  the  baats  of 

'  ion  is  brought  over  permanently  into  our  community  pro> 

ily  ignorance  of  the  true  possibilities  for  individuals,  and 

of  emotional  and  political  exploitation  stand  in  the  way. 

ntime,  for  the  worker  with  individual  cases,  there  are 

L  of  past  experienojB  that  may  be  helpful.    The  in- 

use  of  some  simple  classification,  in  arranging  all  the  facts 

the  man  and  the  situation  may  help  both  the  man  and  the 

ase  worker  to  face  things  together.     Dr.  Southard's  diaeua> 

ri  of  classification  in  his  course  on  Social  Psychiatry  at  the  Boston 

hool  of  Social  Work  this  winter  has  stimulated  many  of  us  to  put 

more  orderly  shape  half-crystallised  ideas  and  methods  in  social 

e  work.    The  plan  outlined  in  the  footnote  for  rearranfemeDt 

all  the  facts  in  the  situation  is  one  we  are  in  process  of  tfying 

t  at  the  School  both  as  a  help  towards  making  a  plan  and  getting 

larger  implications.*    It  presupposes  that  all  the  necessary  facts 

•8odalDiagnoaa,8odalCkae  Work  and  Problmt  of  Unity,  Slabffitj,  BaW 
^  or  Adjustment  in  dtuation  of  UntC: 
Individual  Claaifieatioo  of  infonnation  about  unit: 

^^  Defooto 

Phyik)d,yis. 
Mvital, 
^r«hologioal. 


(appftranily) 
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b^vu  ovu-tt  gathered  and  recognized,  and  that  onlyciucstions  of  act  r  ' 
And  treatment  remain.     It  seems  to  be  most  helpful  in 
of  proportions  and  emphasis.     The  individual  as  unit,  and 
the  offteUing  of  defects  by  powers  are  perhaps  the  most  important 
poioti  about  it  in  relation  to  the  blind. 

In  speaking  to  various  groups  this  winter,  students  and  others, 
it  baa  seemed  to  me  that  it  was  more  important  to  direct  them  to 
aoquaintaiioe  with  the  life  stories  of  handicapped  individuals — in 
fiction  (when  truly  interpretative),  in  biography,  autobiography 
and  in  fact — than  it  was  to  dwell  on  points  of  special  technique,  in  ♦  ^ ' 
education  and  employment  of  the  blind.  Nothing  will  replace  i 
knowledge.  The  part  of  the  blind  in  work  with  the  blind  lias  been 
its  characteriiing  feature  from  the  start.  Often  the  best  thing  you 
can  do  for  a  newly  blind  man  is  to  put  him  in  touch  with  some  other 
man^who  has  been  through  similar  experiences,  and  worked  out  for 
himself  a  recognised  place  of  usefulness  and  a  philosophy'  of  H<" 
For  suggested  reading,  to  prepare  the  mind  for  "what  blin(lnc> 
like  from  the  inside  out,"  a  short  list  is  given  below.'    Many 

2.  Rabtkm  to  immediate  environment  and  to  others. 

EDTiroomeDtal  Defects  Powers 

(immediate) 
Educational 
Induftrial-Sodal 
LevO^oekl 
Undaaified 

Self-adjusting  Requires  interference 

Temporary — Ck>ntinuou8 — Permanen' 


Helpable  from  point  of  view  of 
IVsatmeoi: 
Social  IfflpUeattoiit. 

•Suggested  Reading 
Kdkr.  Helflo,  "The  Worid  I  Live  In." 

Ilootagoe,  Margaret  P.,  "Cloeed  Doors. "     (Stories  of  blind  and  deaf  child  r 
Dvmoan,  Norman,  "The  Best  of  a  Bad  Job."     Harper's  Magaeim,  1912,  p 
HMrkfli,  OareDoe,  "HitUng  the  Dark  Trail." 
Halt,  WInirred,  "  A  Beacon  for  the  Blind. "    The  Ufe  of  Henry  Fawcett,  the  1 

poi>mai<er-geM«al  of  Eng^d. 
TktihaUtokfiirthe  Blind,  a  quarterly  magazine  in  ink  print  devoted  to  the  interet-'. 

ol  work  for  the  blind  in  this  and  other  countries;  edited  by  Charles  F.  Cami 

bcl,Golllmbul^Ohio. 
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1  '  '<    '<  <l  IwriiUiM*  ihi'V  Mt'in  to  luf 

^iin!  1  .     J    liir  (Urk  iiiity  U»  liko.     'I'h** 

even  here,  often  liat  ui  gone,  like  "Cloeeii  I)oon»" 

'Mr:  V    M  Two  •usgett  both  iii(l<if  of  the* 

in    .  .-**A  Beacon  for  thi-  Blind"  and 

Outlook  for  the  Bhnd/'    The  two  moet  genuine  and  help- 

[ties  to  me  are  "The  l^t  of  a  Bad  Job"  and  "The  World  I 

In."     •*  Closed  Doorn"  and  'The  Worid  I  Live  In"  do  not 

to  employment  problems  of  men,  but  they,  perhapi,  ni  yoil 

;,  at  the  Rtnrt.  iM^ttcr  than  any  otben. 

To  summarixc  l)rictiy,  there  are  seven  ■ugsealioM  towards 
to  find  the  man  behind  the  handicap  that  seem  most  im- 
It  to  ''  put  over"  at  this  time.    They  are  the  following: 

Acqtiire  oonfidenee  in  oihw  teoMt  than  ihote  of  aght. 

Try  to  underttand  the  real  poMhOitiM  of  inUUeetual  life  without  right. 

Goottder  eharaeter  m  well  a*  eoonomio  vahaee.    Profeenr  Amar  hae  meds 
tUi  point  very  elear  in  eaying,  "The  mutilA  pnwfiiii  always  a  pecfeelfy 

utiHsable  eapaotty  for  aoine  kind  of  work He  may 

oompeoMie  for  hie  phymeel  defect  by  an  active  good  wiD, 
rrneiee  hi*  looial  value.    This  is  a  psyehologie  faet  whkh  moit  be 
to  Advantage. " 

Help  the  handicapped  to  measure  themselves,  not  only  tgaiast  tlie  1 
cspiied.  but  against  all  those  with  whom  they  most  ooanpsla. 

Make  plans  for  offsetting  handieap  on  the  basis  not  of  "snmsthiag  for 
nothing"  but  of  '^something  for  something." 

Test  Uie  facto  to  be  faced  with  some  rimple  dasMfieation  that  can  be  talked 
over  by  jrou  and  the  blind  man  together. 

Look  for  your  inspiration  to  the  lives  of  the  blind 


Resdfaig  with  reTsrenoes  to  the  blind  >~ 

'  fo  L^Bf  an  English  quarterly,  devoted  to  the  care, 

to  civil  life  of  disabled  sokliers  and  saikva. 

nstnuHont  monthly  bulletin.  Military  Hospitals 
t.OtUwa,  Canada. 

, .  L.  v..  "Refitting  Disabled  Soldiers,  a  LMon  from  Qraat  Britain 

AOantk  MonMy,  March,  1918. 
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THE  CRIPPLE  AND  HIS  PLACE  IN  THE  COMMUNITY 

Bt  Amy  M.  Hamburgbr, 
Formeriy  AaifUnt  and  Aaaociate  Director,  Cleveland  Cripple  Survey. 

For  many  generations  the  cripple  has  occupied  a  rather  obs( 
place  in  the  community,  and  has  not  had  sufficient  chance  to  sh.i.i 
equally  in  all  opportunities  offered  to  normal  children  and  aduItR. 
It  18  true  that  many  individuals  representing  various  organizali 
have  been  interested  in  the  cripple  and  have  helped  in  seen: 
medical  treatment  for  both  crippled  children  and  adult 
oommunities  and  limited  educational  advantages  in  otL 
Yet  they  have  been  unable,  because  of  very  apparent  and  justifiii.-.i 
roaeonn,  to  interpret  to  the  community  the  real  individual  behind 
the  handicap. 

However,  through  industrial  accident  boards  the  needs  of  the 
adult  cripple  have  become  increasingly  more  apparent.  As  a  re- 
sult of  recent  infantile  paralysis  epidemics  some  of  the  immediate 
and  pressing  needs  of  children  have  also  become  apparent,  stimu- 
lating in  the  conrmiunity  a  deeper  interest  in  both  these  groups 
Although  industrial  accidents  and  infantile  paralysis, — both  seriom 
causes  of  crippling  conditions, — have  increased  the  total  cripph 
population,  the  community  has  not  been  aroused  until  the  preseni 
time,  to  take  any  active  steps  in  carrying  out  a  constructive  pro 
gram,  thus  indicating  their  recognition  of  the  significance  of  t^>' 
group  in  community  life. 

Now,  because  of  the  war,  the  care  of  the  returned  cripplet 
soldier  forces  the  conmaunity  to  immediate  action.  Already,  plan 
for  his  medical  care,  for  educational,  vocational,  and  industria 
opportunities  are  well  organized.  Everything  is  being  done  t« 
assure  him  of  a  permanent  place  in  the  normal  life  of  the  community 
As  a  prospective  idle  dependent  he  is  realized  to  be  an  undesirabl 
eitisen,  so  every  chance  for  expressing  himself  in  the  kind  of  work  h 
is  best  fitted  for,  by  education,  training,  and  physical  condition,  is  t 
be  open  to  him.  It  has  even  been  said  that  a  plan  for  some  read 
justment  of  the  Workmen's  Compensation  and  Liability  Act  is  t 
be  made,  thus  releasing  the  employer  from  the  extra  rates  of  in 
expense  incurred  by  employing  handicapped  laboj 
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'  ' '      ^neaos  that  the  industrial  world  will  be  opco  to  mm  aiiQ  u 
.  to  ohoote  hiA  place.     Ho  will  not  have  to  fao0  an  un- 
ndly  and  prejudiced  oommunity  boeauie  of  a  ilight  pbyiical  dif- 
renoe.    Such  has  often  been  the  fate  of  the  peaee-itme  eripple. 

These  new  developments,  naturally,  have  an  indirect  influenee 

i>on  the  future  of  the  peaee-time  cripple.    They  asBure  him  that 

- :. .  ip  ^[\\  „Q  longer  be  judged  by  his  slight  physical  diifer- 

i  ^y  what  he  can  offer  to  the  oommunity.    It  is  true  that 

(vtimo  cripples  have  lived  out  their  lives  beroicaUy  and 

:  rl  arc  holding  positions  of  responsibility.    This  means 

i«  the  most  of  the  chances  that  came  their  way.    BUh 

»1(1  of  the  succeesful  individual  cripple  but  such  stories 

Motsu  accumulated  in  any  available  form  that  might 

I  inspiration  and  guide  to  other  cripples,  and  to  interested 

field  of  work. 

ing  in  Boston  a  member  of  the  (  ommittee  on  Voca- 

.;  for  Disabled  Soldiers  in  discussing  their  work  said 

i:it,  at  the  very  beginning  of  work  before  definite  plans  were  made, 

ity  had  asked  for  such  material.    They  wished  to  know  what  crip- 

:•*«  have  been  doing  all  these  years;  whether  they  had  been  sue- 

•«ful  in  large  numbers;  if  so,  whether  cripples  with  the  same  type 

?•  ■»  -'ity  showed  any  tendency  to  follow  any  particular  line  of 

ii;  and  whether  they  had  been  sucoessful  in  that.    Such 

•utions  would  have  been  invaluable  as  a  guide.    They  soon 

1,  however,  that  information  of  this  kind  was  not  available 

field  in  the  I'nited  States;  therefore  they  were  compelled  to 

•ok  to  France  and  other  allied  countries  for  advice. 

^ocial  agencies,  institutions,  or  whatever  nuiy  be  the  type  of 
/.ation  working  with  cripples  are  the  natural  sources  to  look 
whatever  information  may  be  had  about  this  group.  It  is, 
(T,  true  that  they  are  working  with  a  limited  numl>er  of 
-*«  in  their  field  and  can,  therefore,  judge  of  their  limitations 
cs  by  highly  selected  facts  only.  "  Unfortunately,  it  is 
w.>  varieties  of  hunuui  failures  which  come  as  a  grist  to  the 
^vorker's  mill  and  diagnostic  studies  are  essenlisi  for  the  deter- 
on  of  what  can  be  done  by  this  or  that  treatment  of  the 
•w...n  material  at  hand."*    For  lack  of  time  and  funds  it  has  not 

*  "Fqrebokgy  and  Social  Cmb  Work"  by  Dr   WilUsm  Bmhy,  NatioMi 
^fStrntm  of  Soeisl  Work.  1017. 
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the  custom  to  di&gnoee  an  entire  field  of  work — such  as  crip- 
[n  order  to  get  a  background  and  learn  from  those  who  have 
no  leftBon  to  come  to  the  knowledge  of  any  of  these  sources.     At 
ooee  the  question  might  \)e  asked  if  this  is  a  feasible  plan  and  if 
bai  ever  been  tried.* 

Thb  Cripple  Survbt  in  Cleveland 

For  such  information  it  would  be  well  worth  while  to  look  to 
the  Oty  of  Cleveland,  Ohio,  a  typical  American  city,  which  has 
mftde  a  diagnosis  of  its  cripple  problem  and  so  knows  all  its  cripple 
chOdren  and  adults,  their  failures  and  their  successes. 

A  group  of  persons,  representing  five  different  types  of  agenci< 
working  with  cripples  were  interested  in  child  welfare  work;  the 
ganoral  condition  of  the  handicapped;  and  the  industrial  chances  of 
the  handicapped.  Having  reached  a  stage  in  the  development  of 
their  work  where  it  seemed  impossible  to  serve  the  community  and 
cripples  helpfully  unless  they  could  obtain  some  further  light  on 
their  particular  problem  they  too  looked  about  for  information  on 
cripples  in  general,  but  could  find  nothing  available  in  the  United 
Slates.  At  this  point  they  were  advised  to  diagnose  the  entire 
problem  in  their  city  in  order  to  get  a  clear  idea  of  what  had  been 
done  and  what  was  needed.  This  seemed  a  colossal  task  but  plans 
were  soon  under  way  for  a  city-wide  house-to-house  canvas,  includ- 
ing both  rich  and  poor.  It  was  to  be  a  democratic  survey  in  every 
ieoae  of  the  word  and  looked  to  the  living  sources  of  the  community 
to  eontribute  their  share  to  make  it  a  successful  undertaking. 

The  social  agencies  of  Cleveland,  at  first,  thought  that  th' 
surely  knew  all  the  cripples  in  their  city.    But  after  trying  out 
fairiy  t3rpical  section  of  the  city,  they  were  convinced  by  the  rcsuiis 
that  they  had  in  the  past  judged  the  problem  by  limited  group?. 
Tlie  same  proportions  of  new  cripples — 65  per  cent  unknown 
■odal  agencies — were  found  by  the  surveyors  in  all  districts.    A 
proportion  of  unknown  crippled  adults  was  found.    This  at 
suggested  that  the  adult  cripples  are  not  the  dependents  th 

it  led  to  think.  It  is  so  easy  for  the  uninformed  public  to  judge 
the  entire  crippled  population  by  the  unfortunate  cripple  who  may 

I'xUieatioo  and  Occupations  of  Cripples,  Juvenile  and  Adult,"  by  Lu 
Wiight  sod  Any  M.  Hamburger,  Published  for  Welfare  Federation,  Clevelai 
Oy^  bsTDoagteiC.  McMurtrie,  New  York  City,  1918. 
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wish  to  spend  his  life  aeiiing  tbo»-«trijifBi  and  paoeQi  oo  Ihe  ilrael 

rncr  beeauae  he  finds  it  profitable  to  do  so.    In  the  whole  ci^ 

'»  150,000  families  were  visited  and  the  total  number  ol  eiipplee 

I'd,  including  those  known  to  social  afeneies,  seboola,  hospHals, 

buiiir^    i!i!.  I.niises,  etc.,  was  4»  186. 

1  liu  ri:^pouse  from  the  cripples  themselves  waa  moii  gratifyiBf. 
When  they  were  asked  to  contribute  from  their  aucoeases  or  ax- 
es in  life,  to  the  encouracement  and  inapifalion  of  oiben 
!  ly  crippled,  or  to  tell  the  obstacles  to  be  overeome  before  the 
could  be  assured  of  any  enoouracsment,  ih^  moai  graciousl j 
yously  responded.    Some  were  amased  that  they  ahould  be 
....icred  cripples,  even  though  they  were  without  an  arm  or  leg» 
|)erhaps  seriously  crippled  as  a  result  uf  infantile  paralyas.    Th^ 
ul  never  considered  themselves  handicapped  in  any  seoae. 

1  remember  well  my  visit  to  a  man  who  had  lost  hia  right  arm 

the  elbow  and  who  was  actually  amused  at  being  considered  a 

.    His  home  was  in  a  very  respectable  neighborhood  of  da- 

1  cottages.    In  response  to  my  knock  a  man's  voice  bade  me 

in.    I  entered  a  large  sunny  kitchen,  where  this  cripple  was 

:ig  up,"  as  he  called  it,  for  dinner.    He  oontinuad 

... .;  me  who  I  was,  where  I  came  from,  the  purpose  of  such 

iud  the  source  of  the  financial  support  of  such  an  under- 

iitically  said  he  wished  to  be  connected  with  no 

.w,..v  .  v;.i;me.    I  expUdned  everything  from  the  purpose  to 

e  source  of  finances  including  the  names  of  our  committee  meoi- 

rs.    As  I  finished  he  said,  ''  I  call  that  a  fine  piece  of  educational 

>rk,  for  you  are  not  only  learning  about  us  but  you  are  teaching 

«>  people  of  Cleveland  that  we  are  not  an  idle,  begging  lot,  but 

rid  women  like  the  rest  of  you,  with  your  good  qualities  and 

..  : filings,  and  that  we  want  the  same  chance.    We  want  you  all 

sec  us  as  we  are, — real  men  and  women  with  a  slight  physical 

^ut  the  same  otherwise,  and  able  to  hold  our  own  with 

^. .  cii  the  chance."    He  then  invited  me  to  join  his  wife  in  the 

room  where  he  told  me  his  story. 

1  le  was  one  of  a  large  family,  whose  parenta  were  reapeetable, 

^ :ir. }  ■  working  people.     After  graduating  from  grammar  school,  feel- 

•'  necessity  of  earning  money  and  having  a  marked  mechanical 

-t,  he  decided  to  learn  the  nuu;hinist's  trade.     Unifortonately 

age  of  24  years, — he  was  then  a  skilled  steamfitter,— be  met 


10  Tim  Annate?  or  the  American  Academy 

with  .iji  :i. .  i'i<i  1  whn  h  n^sulted  in  the  loss  of  his  arm.  The  com- 
pnu\  lu.iiU'  iiM  M'ttl(  :ia'iit.  as  they  considered  the  accident  due  to  his 
own  cart»!e*'-!it'->.  :ind  as  he  could  not  continue  in  his  present  work 
"he  grit  hifl  teeth'*  and  determined  to  use  his  savings  for  "educa- 
tlonal  help."  He  took  a  special  course  in  mechanical  engineering 
in  a  technical  college,  which  he  soon  realized  was  beyond  him  be- 
cmuae  of  his  meager  preparation.  But  he  was  not  easily  discouraged 
and  went  to  an  institution  in  a  distant  city  where  he  took  a  course 
m  mechanical  drawing.  At  the  completion,  in  a  year,  he  asked  to 
be  given  a  chance  in  their  workshop;  they  at  first  refused  but  later 
eoDsented  to  employ  him.  Here  he  did  all  kinds  of  drafting.  After 
a  few  years  he  went  back  to  his  home  city,  studied  to  be  a  first-class 
marine  engineer,  got  his  license  and  applied  for  a  job.  From  now 
on  he  met  his  greatest  obstacles.  Unconsciously  he  had  a  habit  of 
putting  his  disabled  arm  in  his  pocket  and  often  was  on  the  point  of 
securing  a  much  desired  job,  when  the  arm  would  as  unconsciously 
come  out  of  his  pocket  and  the  possibilities  of  work  were  gone.  One 
day  in  sheer  desperation,  after  being  refused  many  times,  he  re-j 
turned  to  one  employer  and  said,  "How  do  you  know  what  a  one- 
armed  man  can  or  can  not  do?  You  have  never  hired  one.  Why 
don't  you  hire  one  and  give  him  the  chance  to  show  what  he  can  do?"  , 
He  was  hired,  at  his  own  risk,  as  first-class  engineer  on  one  of  the 
lake  boats,  where  he  remained  for  about  15  years.  He  earned  $175 
a  month.  Because  of  his  wife's  ill-health  he  recently  gave  up 
his  work.  He,  however,  carries  on  a  small  business  as  automobile 
repairer  and  installer  of  heaters.  He  can  handle  all  kinds  of  tools 
and  do  all  the  necessary  processes  of  work  in  both  jobs  with  the  ex- 
ception of  cutting  pipes. 

In  discussing  the  problem  of  cripples  he  gave  from  his  own 
experience  and  good  judgment  much  helpful  advice.  Among  other 
things  he  said: 

Doo't  judfB  all  cripplM  by  the  loafers  on  the  street  corners.  They  are  usuall) 
•  from  their  own  choice,  or  ill-advised  help  of  their  friends,  and  often  would  be. 
Jttit  the  Mme  if  they  were  not  handicapped.  Don't  make  us  a  separate  class.  Wc 
9t%  the  eune  ta  the  rest  of  you.  Judge  us  by  what  we  have  left,  not  by  what  wc 
have  kat.  Put  aade  philanthropic  schemes  but  stand  ready  to  give  us  helpful 
adriet  when  we  ere  finit  disabled.  This  is  the  time  we  need  it  and  need  the  right 
Uad  of  (rieode.  Steer  us  into  the  right  occupation.  Tell  us  about  others  whc 
haft  beeo  wooeafuL    Provide  educational  opportunities  and  training  for  childr'*'^ 


Tbb  Cbippui  and  tbv  CoMMuirrnr  41 

ThiB  BuooaflBful  cripple,  with  hit  fiM  philotophy  of  Ufa  wad 

wt  I  enni nation  of  oharmcter  wa«  a  type  of  many  man  and  womao 

eoiiBtHiitly  l>eing  found  through  this  furvay.    Conaaquaotiy,  tba 

fin^t  (Ictinition  of  cripple:   "A  peraon  whoaa  muaeular  movaniaDla 

are  so  far  roatrioted  by  accident  or  diiaaaa  aa  to  affaet  hia  eapaetty 

for  aelf-aupport/'  waa  gradually  abandonad  and  tha  purpoaa  of  tba 

bacama:  "To  discover  tha  aoonomie  and  educational  naada, 

iea,  and  poaaibilitiaa  of  children  and  adulta  in  Clavaland  who 

idicapped  becauaa  they  lack  the  normal  uaa  of  akalaial  or 

It  inuadea."    Thia  latter  made  it  poaaible  to  carry  out  tba 

, d  plan  of  making  it  a  democratic  survey. 

As  a  reault  of  such  a  broad  purpose,  tba  typaa  of  handicap  con- 

it^rad  were  many,  from  loas  of  two  or  mora  fingars  or  a  thumb,  to  a 

iibination  of  moat  disabling  conditions.    This  brought  the  work 

» a  varied  field  of  occupations, — ao  varied  that  thara  aaamad  to  be 

Mg  type  of  crippled  persona  following  one  apaoial  Una  d 

.,.     :.  is  intereating  to  know  that  among  3250  paraooa  ovar  15 

ips  of  age  including  400  housewives,  who  ware  conaidarad  aalf- 

<t)orting,  58  per  cent  were  employed  and  they  rapreaentad  avary 

own  disability  recorded. 

These  industriea  and  occupations  were  carefully  clasaifiad  in  tha 

^ome  further  light  might  be  found  about  tha  ehoioa  of 

-  of  the  one-armed,  or  armless  cripples;  tha  on»4aggad 

cripples;  the  cripples  with   other   kinds  of  Hia^Klmg 

However,   the  suooasaful   cripplaa   most    obvioualy 

.  ...cmselvea  to  the  type  of  work  they  ware  qualified  to  do. 

irmlass  man  were  found  following  three  distinctly  different 

«4,  one  ia  a  beggar,  spending  his  time  on  the  street  ooroar;  tha 

«'''').  a  street  peddlar  who,  with  reins  about  his  neck,  drivaa  a 

cam  through  the  streeta;  and  the  third,  a  judge  in  tha  Dia- 

•  'urt  who  wrote  his  bar  examinations  holding  a  pandl  batwaao 

h.    This  is  his  only  method  of  writing  because  hia  anna  aia 

ited  doee  to  his  shoulders,  thus  preventing  tha  uaa  of  arti- 

^iU  arms. 

Atnong  the  legless  cripples  were:  a  beggar  of  fina  phyaiqua, 

inately,  undisciplined  in  youth,  sitting  in  the  hotel  doorway, 

alms  under  the  pretext  of  selling  gum,  and  avanging  bom 

$30  a  week,  according  to  hia  mother's  atatamaat;  a  anacasaful 

tenographer  employed  by  a  real  aetata  oompany,  earning  $17  a 


Tbm  Annals  op  tub  Amxrican  Academy 

:;  A  niooeaeful  salesman  in  the  employ  of  an  artificial  limb  com- 
pany earning  $100  a  month,  who  said  he  could  run  and  dance  like  a 

normal  man,  although  to  the  keenly  observant  person,  n  -''"»>♦  i< 

and  alight  stiffness  of  one  limb  could  be  detected.    Th* 
the  skillful  cartoonist  with  a  congenital  paralysis  of  one  arm,  and  a 
defect  of  one  leg,  whose  entire  life  has  been  as  much  like  that  <^^  - 
normal  person's  as  his  judicious  parents  could  make  it.     So  \ii 
customed  was  he  to  thinking  of  his  handicap  that  he  was  alu 
startled  when  he  was  informed  by  his  mother  that  she  had  repoi 
him  as  a  cripple  to  the  surveyor.     He  dances,  swims,  play  tn 
with  one  hand,  and  enjoys  the  usual  activities  of  the  normal  man. 

These  are  merely  types  of  innumerable  cripples  visited  in  t'-- 
survey.     Each  is  different,  showing  clearly  character  defects  and 
▼ariable  mental  attitude  that  plays  such  an  important  part  in  direct- 
ing the  failures  or  successes  of  the  cripple  in  the  economic  world, — as 
important  a  part  as  his  physical  disability  and  in  some  cases  more. 

Of  the  total  number  at  work  54  per  cent  were  earning  a  living 
for  themselves.  Over  one-half  of  this  number  were  support ••^" 
^**— *— >^>*«  in  addition  to  others.  Only  a  small  number  of  tl. 
unemployed  were  receiving  industrial  pensions,  which  immediately 
raises  the  question  as  to  whether  industry  is  bearing  its  just  burden 
in  relation  to  the  number  of  accidents. 

The  number  unemployed,  of  course,  was  greater  among  thow 
having  the  heaviest  kind  of  handicap  although  large  numbers  o 
those  with  serious  disabilities  were  at  work.     The  man  with  doubh 
club  hands  and  club  feet  illustrates  the  latter  type.     His  parent 
were  Polish  immigrants  who  were  illiterate  and  who  never  learnec 
to  speak  English.     This  man  was  the  oldest  of  21  children  born  in  > 
remote  town  in  Kansas.     Although  his  parents  realized  his  deform 
ity,  no  doctor  was  consulted  until  he  was  about  five  years  old — ^hi 
mother  had  a  midwife  at  birth.     As  his  father  was  a  laborer  earnin 
$1.10  a  day,  the  doctor's  price  was  beyond  their  means,  an(i 
further  medical  advice  was  sought.     Until  12  years  of  age  he  \ 
draned  about  in  a  cart  by  his  younger  brothers  and  sisters.     Al( 
that  time  the  family  moved  to  Cleveland.     A  shoe-maker  in  th 
neighborhood  offered  to  make  shoes  for  him  which  would  enable  h" 
to  walk.     He  also  taught  him  to  make  his  own  shoes,  which  he  d 
to  this  day.     From  that  time  he  was  no  longer  dependent,  and,  be; 
of  allf  he  could  go  to  school,  an  unexpected  but  longed-for  joy.     B< 
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iuse  the  family  inoome  wm  to  niudl,  ha  f«li  after  fiv«  ymn  of 

tiooliriK  that  he  ttiuiti  go  to  work.     DuritiK  itu«  iiine  no  mimBttioft 

oi  puMir  huHpital  wuk  inadfl  to  him  or  to  hia  pareoU  1^  taairhar  or 

m  i^hi  «>t^.    Thcrefure,  with  praeiioally  no  uae  of  hia  haada.  idKna 

III  u^papem  Hccincd  tho  only  opening. 

He  iH  now  35  years  old,  and  wiihiheexeeptiooof  ayear  when  he 
icd  the  experiment  of  keeping  a  etgar  atora  wUeb  waa  not  a  prof- 
:ihle  buBineM  venture  he  haa  sold  papers  on  a  street  comer.  He 
iS  also  some  regtilar  niKtomers  in  office  buildinfi.  Both  parenU 
ic  dead  and  he  is  the  nupport  of  a  sister  and  two  children,  and  two 
<  >ung  sisters  whom  he  hopes  to  send  to  high  school.     Very  frankly 


My  i>  w  '  Hitiipic,  Ignorant  people  who  Old  \bt  best  tlicy  knew  bov. 

I  hfiv  n'>  •  t4»  nmke.    I  am  stfoog  and  vigofoiat.    1  Uka  lo  woHi  aad 

«y  bacauM  1  muil  aupport  my  (aaily.    II  if  doC 

-«  me  •omelhing  to  ba  retpotMibla  for,  aad  a  naaoa 

uoine.     1  hink  of  the  types  of  people  with  whom  1  oome  hi  eootart: 

— •  aide  uf  life  thai  haa  beeo  reveided  to  me  and  from  whieb  I  oaa  guide 

iiily.     No,  I  have  no  compUint  to  make  but  I  truiit  all  rripplei  may  have 

iTitfliral  treatment;   that  ihey  may  have  edueational  advaata^m;   aad 

1  limy  interpnt  us  to  the  eommuntty,  eeperially  to  —nJoywa.    BoU  art 

ruaiuy  preijudioed  and  unwilling  to  take  ui  for  what  we  are. 

kind  of  occupation  with  no  future  to  it  would  not  be  ad- 
le  for  every  cripple  to  follow,  but  no  one  watching  this  man  ^t 
<>rk  could  doubt  his  businesalikc  attitude  in  doee  competition 
A  ith  the  very  alive  young  newsboys  who  frequent  his  comer. 

The  results  of  this  survey  may  seem  so  optimistic  that  one 

might  easily  assume  that  no  further  plans  are  neoeasary  for  cripples. 

!^ut  when  it  is  known  that  one-half  the  total  number  were  crippled 

^'ildhood,  and  that  one-fourth  of  the  total  crippled  population 

under  the  age  of  15  years  at  the  tune  of  the  surrey,  very  im- 

ut  plans  suggest  themselves  and  are  already  under  way  in 

land. 

Phe  importance  of  making  such  a  survey  cannot  be  overesti- 

i  either  for  Cleveland  or  other  cities.    It  has  not  only  given 

Mtrrosted  groups  and  social  workers  in  Cleveland  a  general 

•  i^c  of  their  crippled  population  in  all  its  phises,  but  has 

^ivon  them  and  others  undisputable  facts  by  which  to  judge 

..I.-  problem  fairly.    From  now  on  mistaken  ideas  about  cripples 
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be  dmpiKHl.  Here  is  an  opportunity  to  put  them  right,  so  to 
in  the  minds  of  their  neighbors  who  are  apt  to  have  very 
idean  about  the  ambition,  ability,  and  economic  status  of 
who  do  not  present  the  same  outward  appearance.  From 
Cleveland,  a  city  largely  without  industrial  training  either  l)efore  or 
gfler  disablement,  where  cripples  unaided  have  contributed  to  tli> 
own  sueoeesful  economic  independence,  much  can  be  learned.  'Vim 
Uym  of  unknown  cripples  are  much  more  normal  than  had  been 
•uppoaed,  although,  because  of  unequal  chances,  they  have  un 
doubtedly  often  followed  the  line  of  least  resistance. 

The  important  fact  to  l>e  faced  is  that  cripples  must  be  di\n<l 
into  two  large  classes, — the  helpable  by  normal  educational  me.i 
and  the  helpable  by  specially  devised  means.  By  the  former  is  nioant 
those  who  are  able  physically  and  mentally  to  share  normal  oppor- 
tunities of  life;  by  the  latter  is  meant  those  who  are  unable  physically 
and  mentally  to  share  normal  opportunities  of  life  and  whom  it  is 
not  human  to  force  beyond  their  ability.    They  should  be  aided  fo 
live  out  their  lives  happily  with  the  limited  equipment  they  ha\ 
With  this  division  it  will  \ye  much  simpler  to  establish  the  noriiKil 
place  of  the  cripple  in  the  community.    To  accomplish  this  means 
something  more  than  case  work  with  individuals;  it  means  more 
surveys  like  Cleveland's,  and  educational  campaigns,  legislation, 
etc.,  as  a  basis  for  needed  plans. 

What  do  the  cripples  themselves  want?    Turning  again  to  the 
life  stories  of  the  successful  ones,  they  want: 

1 — Not  to  be  confused  with  the  begging  type  of  cripple. 

2— Not  to  be  forced  into  a  special  class. 

3 — An  of^x>rtunity  to  be  judged  by  what  is  left  and  not  by  what  is  gone. 

4 — ^To  be  given  an  opportunity  to  make  the  contribution  of  which  eacli 

6— To  ■hare  equally  in  all  chances  offered  to  normal  individuab. 

This  is  the  appeal  from  normal,  thoughtful  cripples  to  inter 
ested  individuals,  organizations  and  social  workers  for  an  acti 
share  in  life.    The  task  then,  is  to  extend  permanently  to  all  1 1 
advantages  of  community  life. 


fi 


THE  SICK 

By  Edna  G.  IIknr^ 
Direoior,  1  tM  Social  Senrieo  DaputiMBt  ol  loOiAnA  Lnivcmty. 

Sodal  work,  unlike  medicine,  ttill  tuffert  huneoUbly  from  a 

int  of  precise  and  sufficient  knowledge.    More  complete  sUtisties 

on  poverty,  pauperism  and  mere  misery,  their  nature,  extent  and 

^uses  must  be  collected  and  made  available  before  any  social  worker 

I  (1  speak  with  authority.    Of  two  facts,  however,  he  is  already  eon- 

need.    Prevention,  and  teaching  for  prevention,  are  as  essential 

!  medicine.    Neither  can  there  be  any  good  social 

d  to  expert  medical  practice.    This  is  true  equally 

the  prevention  of  suffering  or  in  its  relief,  and  true  whether  the 

II  IB  with  mass  betterment  or  with  individual  improvemeoi. 

vcr  special  line  of  activity  occupies  the  worker,  be  it  pubBe 

private,  institutional  or  case  work,  the  situation  is  the  same. 

Lessons  from  ths  Mkdical  PBOfBasiON 

In  ■wiring  to  remedy  bad  aocUl  onnditinm,  they  (the  worken)  have  eooM  to 
-^^-ofcniie  more  fully  the  great  handicap  of  bad  physeal  oondttione  and  have 
tkcmI  to  welcome,  in  the  effort  to  remedy  then,  the  lid  oC  a  newer  and  move  eon- 
'lotive  medioal  eoieooe.  Their  awakening  it  due,  in  part,  to  their  own  deepened 
;>erienoe  of  human  need  but  even  more  ie  it  due  to  the  eoeiaUaed  memben  of  the 
>Ucal  proffBion  who  have  led  the  way  in  many  HanartaM^iM  of  motimi  iri— i»wr  i 


Social  workers  today  ar^li  bit  too  proud  of  having  socialised 

•  h>^cian.    They  feel  that  they  have  opened  his  eyes,  so  that  he 

re  not  only  of  the  fact  that  a  man^s  heart  may  not  be  treated 

I  thou  t  complete  consciousness  of  the  rest  of  his  body  but  also  of  the 

'^'"'onal  truth  that  he  cannot  be  considered  or  cured  apart  from 

! j^  social  unit  of  which  he  is  a  fraction.    The  condition  of  his 

iigs  and  legs  may  well  be  less  important  than  his  income  or  his 

if 0*8  tastes  and  temperament.    Any  visiting  nurse  or  social  worker 

va  name  a  dosen  points  the  physician  sees  now  which  formerly 

t>re  invisible  to  him.     Physicians,  upon  the  other  hand,  do  not 

e,  or  are  too  busy  to  note,  how  social  work  1ms  im»^-'>*'-'  •••''''»  •♦ 

t  Nfarv  K.  Richmond,  "Social  DfagnoMa,"  p.  204, 
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roaHmd  and  admitted  to  itself  its  dependence  upon  medicine.     If 
the  aocial  worker  has  learned  nothing  else  from  the  medical  ]• 
fmdon,  there  is  at  least  the  new  value  of  records  p*^d  more  scientiiic 
method. 

Many  will  be  inclined  to  deny  that  the  value  of  any  record  has 
been  enhanced  by  contact  with  doctors.  They  point  with  scorn, 
and  alas,  with  truth,  to  the  deficiencies  of  diis])enmiry  records,  l^it 
medieal  work  has  made  records  more  valued.  For  long  the  \> 
social  case  workers  have  known  that  their  records,  and  tho  use  tin  y 
made  of  them,  in  the  end  deU^rinined  the  quality  of  their  work. 
They  did  not  have  to  point  to  the  obscure  and  forgotten  careers  of 
miMionaries  to  prove  that  work,  no  matter  how  good,  is  lost  and  ii^  if 
nerer  done  unless  recorded.  They  regarded  as  sacred  and  confi- 
dential records  which  might  embarrass  individuals  or  ruin  reputa- 
tioos  but  when  medical  facte  a])pearcd  on  them,  they  learned  thai 
people's  very  lives  and  entire  futures  might  depend  upon  a  date  and 
a  diagnosis,  or  be  lost  through  carelessness.  It  was  then  that  recorcfs 
became  aa  precious  as  babies. 

Unconsciously,  too,  workers  now  follow  methods  long  con- 
sciously practiced  and  taught  by  physicians.  It  is  not  without  signifi- 
eanoe  that  a  book  for  social  workers  is  called  "Social  Diagnosis,  "1 
only  recently  have  students  and  new  workers  been  called  upon  to  t ' 
their  labors  with  a  medical  outline.  It  is  beyond  dispute  that  for 
•odal  woes,  the  doctor's  outline  for  physical  ills  should  be  followed. 
The  order  should  never  vary.  Relief  of  symptoms  should  always 
precede,  but  should  be  followed  by  diagnosis,  prognosis,  treatment,' 
8cienti6c  research  and  public  education  for  prevention. 

Even  the  most  unthinking  layman  will  agree  to  the  necessity 
for  any  immediate  relief  of  symptoms.    No  doctor  will  refuse 
allay  pain  before  he  knows  its  cause.     The  trained  social  case  worker 
must  always  have  a  plan  which  involves  temporary  reUef  first,  witVi 
iDTeetigation  afterwards.    But  this  worker  also,  like  the  doctor,  n< 
demands  diagnosis  before  further  treatment.     Some  seek  a  ])rog- 
iiotb  also,  although  few  are  courageous  enough  to  act  upon  it.; 
Treatment,  as  with  the  physician,  depends  upon  the  individual, 
worker,  upon  his  knowledge  and  upon  his  acquaintance  with  reme- 
<fiet«    Like  most  ph3rsicians,  the  majority  of  case^  workers  stop  at 
tieatment  and  do  not  proceed  to  the  further  research  and  consequent 
poerible  public  education  for  prevention. 
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Not  only  do  the  best  meChodf  of  phytMuk  and  toeud 

orker  thus  resemble  each  other;  either  to  tuceead  muet  imsUte  the 

tber  in  borrowing  from  all  teieiiee  and  aO  available  kaowMii. 

he  one  may  belong  to  the  fineet  type  of  the  reoogplfled  prnfciarioai, 

iid  the  other,  ae  Abraham  Flexner  aaaerta,  may  be  of  none,  but 

of  them  mutt  reoogniie  their  mutual  Deed.    A  great  palater,  a 

list,  or  an  aviator  may  aoeomplkh  hie  full  imrpoee  with  oaoi^ 

•it  the  technical  knowledge  needed  for  hia  own  pursuit,  eertainly 

iHiotit  all  knowledge  <         '  «>ut  that  charity  the  ahaaoee  of  whleb 

ikrjt  all  wisdom  as  n<  No  physician  and  no  ioeial  worker, 

•  >wever,  any  more  than  the  mother  of  ten  children,  erer  knew  aoy- 
ihing  which  at  some  time  did  not  prove  essential  or  invaluable. 

The  social  ease  worker  must  do  more  than  imitate  the  phyririan 

;  I  hill  method  and  in  his  tireless  pursuit  of  learning.    He  must  obtain 

trom  him  also  that  technical  medieal  knowledge  whieh  he  alone 

i)ossesses  and  the  instruction  and  advise  eooeeming  its  social  appB- 

ation  which  he  alone  ean  give. 

PsnasMT  Aims  of  Sooal  Work 

Tour  centuries  ago  that  ancient  modem,  Juan-Luis  Viv^,  said: 
^  not  only  those  without  money  who  are  poor;  but  whoever 

-  strength  of  body>  or  health,  or  capacity  or  judgment,"  and 
a  common  peril  besets  the  dtiiens  from  contact  with  diseaes. 

...    It  is  not  the  part  of  a  wise  government  solidtoua  for  the 

•  >mmon  weal,  to  leave  so  Urge  a  partof  the  community  not  only 
•ss  but  actually  harmful  not  only  to  itself  but  to  others. "  He 
iid.  than  which  there  has  been  no  truer  word  written:  "the  law  of 
ature  does  not  allow  that  anything  human  should  be  foreign  to  man, 
ut  the  grace  of  Christ,  like  fast  glue,  has  cemented  all  men 
ogether." 

Yet,  after  all  theee  centuries,  only  three  yean  ago,  Dr.  Richard 

ibot  was  compelled  to  say,  with  truth,  *'We  have  dealt  with 
lan  8  estate  extensively.  We  are  now  in  the  heydey  of  the  die- 
imtm  of  health  of  the  body.    We  have  just  begun  to  see  that  the 

is  the  greatest  of  all  questions  for  social  workers.  But  that  is 
r  I  ho  future;  we  are  still  in  the  center  of  interest  in  health.  '*  He 
-^'1  to  say  also:  *'  Health  is  still  a  separate  section  beeauee  it  has  not 

^^n  welded  into  the  whole  thought  of  social  workers."    Oen- 

-  AHQ  Montaigne  declared  that  a  man  could  not  be  divided  for 
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Ibt  purpose  of  educating  him  but  apparently  it  is  not  yet  clear  that 
ha  oanDOt  be  divided  for  any  purpose  whatever,  even  by  the  most 
eompeient  and  well-intentioned  social  worker. 

Unfortunately,  outside  of  the  large  cities,  there  not  only  is  l)n< 
little  concern  for  health  but  too  little  provision  for  its  maintenan* 
No  social  worker  any  longer  listens  with  patience  to  the  statement 

the  best  comes  from  the  country.  So  it  does.  Also  the  worst 
from  the  country — or  the  Httle  town.  Mark  Twain  possibly 
was  right  about  its  origin.  A  country-born  baby  msiy  have  a  better 
obaoce  to  be  healthy,  if  he  lives;  but  he  and  his  mother  have  los« 
ehance  to  live* 

The  social  worker,  Uke  the  plain  citizen,  is  not  constantly  aware 
that  men's  lives  and  habits  are  determined  by  the  ways  in  which 
they  make  their  Hving;  and  that  the  ways  in  which  they  make  their 
living  are  decided  all  too  often  by  their  physical  condition  or  by 
mental  conditions  growing  out  of  disease.  Only  the  rich,  and  the 
poor  of  cities,  may  have  adequate  medical  attention.  This  proi)ose8 
to  the  social  worker  who  knows  it,  all  sorts  of  individual  health  prob- 
lems and  induces  serious  thought  concerning  the  possible  altcrna- 
ItTSS  of  social  insurance  and  the  complete  public  control  of  health,  i 

Even  ardent  believers  in  democracy,  in  the  equal  chance  for  all, 
too  often  fail  to  see  the  necessity  for  primary  physical  fitness.  Per-  ; 
haps  war  will  open  some  eyes.  Men  who  believe  in  the  power  of  in-  < 
oome  discount  health.  Those  who  know  that  health  is  important 
agree  with  Benjamin  Ide  Wheeler  and  discredit  the  character-making 
possibility  of  sickness  nghtly  handled.  But  the  social  worker  must 
deal  with  the  whole  man,  his  environment,  his  body  and  his  mind 
and  soul — his  character. 

Necessary  Medical  Knowledge 

Id  tr3ring  to  improve  a  client's  environment,  the  social  cate* 
worker  needs  to  know  something  of  neighborhoods,  schools,  the  local 
housing  problem,  industries,  the  employment  situation,  the  compara-  . 
thre  ehances  in  certain  lines  of  labor  for  a  Jew,  an  Irishman  or  a  ; 
Swode,  for  men  or  women,  hours,  wages,  and  the  best  way  to  ap- 
proach an  employer,  actual  or  prospective.  All  social  case  workers 
know  this  but  they  do  not  all  realize  the  same  necessity  for  learning 
the  pravalenee  of  disease,  the  consequences  of  physical  conditions, 
the  character  of  the  water  and  milk  supplies,  the  existence  and  mech 
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anism  of  tb«ir  madioal  infUtutkms  and  the  moti  tflMlTt  iDM^ 
lealing  with  phyBlciAos  and  Burgeonft.    Yet,  where  a  few  yeeri  tfo 
lour-fifthe  of  all  the  reference  calls  of  the  beet  kaowo  afH 
work  references,  today  they  are,  or  oucht  to  be,  medieal  rsfi 

Hut  how,  one  inay  well  ask,  can  a  social  ease  worker  know  his 

'  usiness  and  medicine  also?    Is  it  fair  to  require  so  much  aad 

varied  knowledge?    Is  it  possible  to  obtain  it?    No,  aod  no 

i;ain.    Neither  is  it  necessary  to  do  so.    The  most  serious  mistake 

'    i«e  worker  can  make  is  to  appear  to  know  anything  aboot 

Nothing  is  so  maddening  to  a  physician  or  so  dlsobofaf- 

ig  to  the  medical  social  worker  as  one  who  knows  more  about  medt- 

lue  than  doee  the  doctor.    The  inquiring  social  ease  worker  who 

nows  that  an  afternoon  temperature  alwajrs  means  tobeteulosis, 

uat  osteopathy  will  cure  epilepsy,  that  a  patient  with  paranoia  is 

t  as  I  am, "  that  a  skin  eruption  is  syphilis  and  that  syphilis 

is  is  a  menace;  a  school  nurse  who  herds  in  childreD  for 

M  and  the  removal  of  tonsils  and  adenoids — and  nothing  ebe; 

missionary  who  converts  and  protects  girls  but  ignores  their 

<  sses, — these  are  pests  and  regarded  as  such  in  any  medieal 

iiarter.    ]')qually  obnoxious  is  the  child  welfare  worker  who  cannot 

<-lieve  that  a  boy  is  feeble-minded;  the  relief  agency  which  insvta 

{K>n  a  positive  diagnosis  on  a  first  visit;  or  the  probation  officer 

ho  holds  an  epileptic  responsible  for  all  of  his  acts. 

Can  theee  workers  learn  enough  not  to  make  such  mistakes 

they  have  no  knowledge  of  medicine?    They  can.    Social  ease 

orkers  need  only  to  realise  in  the  Ix^ginning  that  nothing  will  save 

he  situation  unless  good  medical  service  is  available.    If  such  serv- 

it^e  cannot  be  obtained,  the  social  worker's  first  business  dioukl  be 

»  create  an  agitation  which  wOl  result  in  the  provision  of  doctors 

tnd  nurses.     If  they  are  available  already,  or  can  be  found,  then 

t  he  social  workers  must  trust  them.    They  must  know  their  own  job 

>  well  aDd  engage  in  it  for  such  fine  motives  that  they  can  believe 

''    skill  and  sincerity  of  others.    A  social  worker  has  a  right  to 

\?hen  a  doctor  says:  "This  nmn  needs  his  rent  paid'*;  and 

the  doctor  may  smile  when  a  social  worker  says:  "This  nmn 

iherculoeis."    The  medical  social  worker  learned  long  ago  to 

not,  "This  man  has  heart  trouble,"  but  "This  man  eomplains 

t  his  heart." 

Social  workers  need  do  Knowiedge  leading  to  medical  diagnosis 
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or  tTCfttoient.  They  should  know,  however,  the  causes  and  cost  of 
those  iJinfiunn  which  are  social  problems  in  themselves.  They 
•bould  know  what  these  diBeases  are  and  why  they  entail  a  social 
burden.  They  should  be  concerned,  not  with  disease,  but  with 
health.  They  should  be  able  to  recognize  health  and  to  learn  what 
theiv  is  in  the  community  which  will  maintain  it  for  all. 

It  is  not  necessary  for  anyone  but  the  doctor  to  recognize  or  to 
treat  tuberculosis  but  many  in  addition  should  know  that  tuber- 
culosis costs  the  community  more  in  money  and  in  sorrow  than  does 
any  other  one  disease.  The  value  of  early  diagnosis  should  be 
known  and,  for  the  individual  case,  what  has  been  advised  medically. 
A  social  case  worker  does  not  have  to  decide  whether  or  not  a  patient 
needs  hospital  care  but  should  know  what  hospital  facilities  there 
are  and  what  will  happen  to  the  home  of  the  patient  should  he  leave 
it.  No  social  agency  has  to  conduct  a  hospital,  only  to  know  how 
hospitals  are  conducted,  or,  if  there  are  none,  how  to  get  or  reach 
them.  It  is  still  more  worth  while  to  create,  in  any  community, 
such  health  as  will  decrease  the  demand  for  hospitals.  In  other 
words,  social  work  must  recognize  the  character  and  extent  of  dis- 
ease, its  own  dependence  upon  the  physician  and  the  possibility  of 
full  cooperation  with  him.  It  must  not  encroach  upon  his  territory 
or  permit  him  to  dictate  unwisely  outside  of  it. 

Purpose  of  the  Federal  Children's  Bureau 

The  three  times  in  a  man's  life  when  the  social  worker  can  ac- 
complish most  for  him  are  the  same  periods  at  which  the  physician 
can  do  the  most  also.  These  are  when  he  is  a  baby — with  his  moil 
— when  he  enters  school  and  when  industry  claims  him.  It  was 
Bernard  Shaw  who  said  that  if  the  world  and  its  affairs  were  as  they 
should  be,  a  man  would  need  a  doctor  but  once  in  his  life,  and  that 
for  his  mother,  when  he  was  bom.  This  is  so  true  as  to  be  tragic 
when  the  truth  of  it  is  ignored.  Could  every  mother  have  proper 
prenatal  care,  inspection  (for,  after  all,  birth  is  not  disease),  instn 
tion,  confinement  care,  nurse  and  physician,  the  health  problem 
would  be  more  than  half  solved.  In  America,  3(K),000  children 
under  five  years  of  age  die  each  year.  Over  half  of  them  need  not 
die.  This  is  a  waste  of  hfe,  of  vital  energy,  of  time,  and  a  cause  of 
needleH  suffering  which  the  country  is  no  longer  willing  calmly  to 
tolerate.  The  Children's  Bureau  proposes  to  save  these  babies 
individual  effort,  by: 
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1.  Rccwifmtioq  oT  binlM. 

J   Complex  cara,  nuraiiig  taui  iMdkd^  fur  evory  moUMr,  vbdlMr  ate  ma 
affocd  it  bciMlf  or  not. 
Idren's  oooferaDm  and  diniai. 
uanttMUkw  of  looU  burauiB  of  ebOd  hyuimm. 


«•    Adequate  inoomoB. 

'V\w  Children's  Hurpaii  wim  l>orn  of  the  child  Ulior  movement 
iiitl  fathered  by  the  I>|mrtment  of  I^hor.     Wliy  ha«  it  deaerted 

'  ' '"     It  haa  not.    This  If  but  » 

I  tainnient  of  ita  own  parpo&m. 

1 1  I  okcil  into  ita  own  qiicaiions,  made  aome  reaaareh,  and  haa  turned 

■:.  to  the  babiee,  and  to  |>ublie  eduefttloQ  for 

<>m.     Immediately,  it  finda  itaelf  leaning  upon 

the  doctor,  the  pul)lic  health  man,  for  instruction  and  fcuidance  and 

workers  in  each  locality  to  look  after  each  indixndual  baby 

t  he  proceaa,  to  educate  the  mothera.    NothinK  so  clearly 

ill:  t  rates  the  circle  around  which  one  travels  for  the  maintenance 

^0  conaequent  betterment 
1MU8  circles.     Tliis  golden 
•lie  is  to  succeed  them 

1  HE  Social  Wookkk  and  tiie  Health  Probuoi 

\\  hen  tlic  social  workers,  however,  reach  health  problems,  the> 

to  t  hcin  in  many  ways.     There  are  workers  witlun  inatitutiona, 

Ts  in  the  community,  workera  coneemed  with  morala,  with 

iiion,  with  relief,  with  health  and  thoae  whoae  whole  buaineaa  ia 

rif.    The  chief  object  of  the  workera  neeeaaarily 

ncr  of  attacking  the  health  problem. 

1 1  worker  should  define  clearly  to  himaelf  hia  own  job, 

ly  what  way  health  is  neeeaaary  to  ita  auceesaful 

iiid  act  accordingly.    The  worker  in  an  inatitutioo 

•  i  know  that  he  or  she  has  an  opportunity  to  get  everyone  in  the 

^Hi.^-  thoroughly  examined  and  treated  and  conaequeotiy  nay 

'^rhape  send  them  out  in  better  health  than  they  oiherwlM  ever 

!  have  had.     This  is   his  business.     A  girls'  school  which  does 

\amine  all  sent  in  for  immorality,  a  prison  which  fails  to  learn 

IS  fecbU<^minded,  who  is  insane  and  who  tul>erculoua,  ia  a  curse, 

safeguard,  for  fits  'people.     An  orphans'  home  which  ignores 

'"  physical  condition  of  any  child  ia  unfair  to  all  of  them.    A  jail 
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uiUAOy  18  more  dangerous  than  any  mediaeval  plague  spot.    But  the 
whole  buaiDeee  of  a  social  worker  in  an  institution  is  to  see  that  his 
charges  are  placed  in  the  hands  of  a  good  doctor  and  to  enforc 
that  doctor's  orders  when  given.     He  needs  to  know,  not  niediciiK 
but  the  comparative  value  of  health  and  the  social  de8tructiven(>> 
of  diteate. 

For  the  attendance  officer,  the  charity  organization  agent,  oi 
the  children's  worker  in  the  community,  the  affair  is  not  so  simple 
In  a  large  city  where  there  are  well-known  and  excellent  dis))cnsarics 
and  hospitals  with  social  service  departments,  all  the  worker  has  to 
do  is  to  learn  their  location,  mechanism  and  peculiarities.    Aft(  i 
that,  the  word  of  the  medical  social  worker  in  the  medical  institn 
tion  may  be  sufficient.     In  the  smaller  community,  the  affair  is  moi 
serious.    An  attendance  officer  who  is  now  a  medical  social  servi< 
worker  was  asked  where  she  got  her  first  medical  experience.     Si 
said  that  she  had  obtained  it  when  a  truant  officer  in  a  villag* 
Then  she  had  had  to  learn,  not  how  to  enforce  a  compulsory  school 
law,  but  how  to  rid  her  clients  of  vermin  and  how  to  distinguish 
impetigo  from  cancer.    She  had  learned  further  that  it  was  easy  to 
find  doctors,  to  ascertain  their  hours  and  the  extent  to  which  sli 
could  impose  upon  them.     Such  imposition  is  justifiable  and  neces- 
sary as  yet  and  .the  doctors  have  never  complained,  but  social 
workers  certainly  should  realize,  whether  anyone  else  does  or  noi 
how  much  free  service  the  average  physician  gives,  and  how  desirable 
some  better  and  fairer  method  is  than  the  one  now  in  use.     Outside 
of  the  institution  the  social  case  worker  then  needs  to  know  the 
oughly  all  of  the  medical  and  nursing  resources  of  the  community 
and  how  to  use  them  with  the  least  trouble  to  busy  doctors  and 
nurses  and  with  the  maximum  results  for  his  own  people. 

A  social  case  worker  should  also  try  to  inform  himself  concerning 
some  of  the  simpler  questions  of  hygiene  and  the  common  and  best 
known  facts  about  disease.  There  is  no  doubt  that,  other  things 
being  equal,  the  worker  today  who  has  had  some  experience  or  train- 
ing in  a  medical  social  service  department  is  more  valuable  than  aii\ 
other  for  any  variety  of  casework.  This  is  not  because  he  has  learnt  - 
WM>dicine  but  because  he  has  come  to  know  how  to  use  the  me(li<  ai 
kaowladge  which  is  available  and  has  acquired  something  of  the 
medical  point  of  view  toward  the  patient. 

''Social  workers  have  been  handicapped  ^v^n  in  their  use  of 
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th^m  fionrces  of  inforniatioD  by  ihtit  lack  of  knowMfe  oC  even  the 

II.  (ntary  facU  of  dlaeate  and  by  their  lack  abo  of  uader- 

ftai. Mw.K  of  the  organiaalioo  and  diadpline  necBwary  in  a  hoapiUl 

or  (ii-^fH  nftary."*    Moreover,  the  orfuiisaiioo  and   diiM4pltfi«  to 

%^  '  social  worker  yields  is  in  ileelf  '  t4>o 

o!  w  ii|{e  social  worker  who,  to  be  off eeii^tr,  in  t.«icse^ 

p  <  f  a  free  lanoe.    A  student  who  has  had  to  obsenre 

I tary  niles  and  to  remember  that  every  one  is  siek,  never  makes 

•  '•' )  blunders  about  health  and  doctors  of  which  other  workers 

1  to  be  guilty,  although  he  may  make  worse.    The  medical 

r  ii4  always  as  much  interested  in  incomes,  housing  and  occupa- 

m  is  the  relief  agent;  but  the  latter  is  not  always  equn!'*'  «'>'? 

1  about  health  ({uentionM. 

More  and  more,  then'fore,  where  it  is  poasible,  general  Mcial 

"^'-rs  are  acting  more  clost^ly  with  nurses  and  the  medical  social 

rs  in  hospitals  and  diniK^iuiaries.    It  is  easier  and  more  effective 

<)  divide  the  job.     lVrha|>«  the  greatest  concern  of  any  worker 

Ml  i..<>  community  should  )>e  to  see  that  there  are  enough  and  the 

II  right  sort  of  medical  institutions  properly  equipped  with  medicaf 

workers,  while  most  certainly  the  chief  concern  of  all  should  be 

..u  prevention  of  disease  which  alone  will  decrease  the  nece«iiy 

>r  so  much  medical  care. 

Objection  is  made  to  such  codperation.     It  is  claimed  that  the 

witfiting  nurse  is  too  often  blind  t6  social  and  relief  situations  and 

1 1  modt  untaught  in  social  procedure.    She  will  ask  for  eggs  without 

<  r,  no  matter  what  the  price.  Worse,  she  may  insist  wrongly 
unwise  aid  for  a  sick  woman  whose  husband  has  deserted  her. 
the  other  hand,  it  is  the  nurse  alone  who  knows  effieient,  and 

<  >re  economic,  forms  of  relief  for  the  sick  and  she  may  be  the 
.  lo  discover  some  sorts  of  illuminating  information  never  given 

•  any  but  doctors  or  nurses. 

tion  is  made  further  that  the  neqessity  for  such  coOpera- 
>w.n.s  for  harm  because  it  sends  too  many  people  into  one 
.  The  layman  is  always  aroused  by  such  so-called  dupUe*- 
f  work  and  the  intrusion  upon  the  individual's  privacy.  To 
o,  until  the  war  is  over,  less  will  be  heard  about  intrusion  upon 
y.    As  for  sending  too  many  people  into  one  family,  it  is  well 

>  remember  the  answer  of  a  certain  Boston  worker  when  the  ques- 

•  Mary  E.  Riahmood,  "Social  DiasnoM,"  p.  2Sft. 
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lion  of  raf erring  unmarried  mothers  to  other  agencies  was  dis- 
ouMod.  She  alone  thought  it  all  right  to  transfer  such  a  patient  and 
added,  **You  only  give  her  another  friend."  That  is  the  ])oint. 
Tlie  relief  worker  who  tells  a  client  who  is  going  to  the  dispensary  as 

m  patAent  to  be  sure  and  sec  Miss  B ,  the  social  worker,  makes 

AOOiher  friend  for  a  woman  who  ha«  too  few  acquaintances  wiser 
than  hereclf.  This  has  a  further  point,  if  it  is  remembered  that  in 
the  final  anal.v'sis  the  social  worker  can  justify  his  existence  in  but  two 
wa>'8,  by  what  he  can  teach  and  by  what  social  chasms  he  can  bridge. 

The  Social  Worker  as  Teacher 

What  any  single  worker  can  do  for  an  individual  person,  nil 
that  he  can  accomplish  in  one  long  day,  will  never  prove  his  value 
^f^l«wii  he  also  is  always  a  teacher,  and  one  who  remembers  that  the 
best  teaching  is  by  example.  The  social  worker  is  the  modern  neiixh- 
bor.  Ho  must  not  only  be  a  teacher  but  at  all  times  an  additional 
connecting  link  between  the  normal  and  the  abnormal,  between  th^ 
fortunate  and  the  unfortunate  in  a  world  which  grows  too  complex 
for  most.  It  is,  therefore,  an  advantage  to  specialize  in  social  work 
as  well  as  in  any  other  profession.  The  cUent  may  have  as  many 
fiModsas  he  has  varieties  of  troubles  and  each  will  make  an  additonal 
link  in  the  chain  which  binds  him  to  a  better  part  of  the  connn unity 
which  he  represents.  Such  a  social  worker,  primarily  concerned 
with  other  than  health  problems^  needs  only  to  remember  the  value 
of  health,  its  relation  to  his  own  questions,  to  recognize  its  absence, 
to  know  where  to  go  for  it  and  how  to  obtain  the  nurses  and  medical 
aoeial  workers  as  well  as  doctors  who  are  needed  for  the  maintenance 
of  health  and  the  prevention  of  disease  in  his  community. 

A  very  just  objection  to  this  attitude  is  the  fact  that  it  cannot 
apply  to  rural  communities.  These  force  upon  the  social  worker, 
orvon  one  interested  only  in  sick  individuals,  not  only  local  problems 
of  nursing  and  medical  attention  but  the  larger  ones  of  education  for 
health  and  public  control.  Such  a  violent  departure  from  the  i^res- 
eotatuation  may  well  arise  from  agitation  in  long  neglected  countn' 
diftiieta. 

The  medical  social  worker  has  a  certain  value  another  has  not, 
both  for  health  problems  and  for  social  problems  connected  with 
them.    From  the  doctor  she*  learns  what  social  relief  must  be  added 

•  "Sht"  ntber  than  "he"  is  here  used  in  referring  to  the  medical  social  worker 
M  is  the  VMt  majority  of  caaes  if  not  universally,  such  workers  are  women. 
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to  iiiMliciDe  for  the  alleviation  of  phyirieal  pain;  the  knowt  not  only 
the  medical  diagnoeia  but  in  how  far  the  aoeial  '^ryr^r  depeodi 
upon  the  oondiiioo  of  the  patient'i  body.  She  le  better  able  to  eay 
what  the  social  prognosiii  will  be  for  a  tick  man;  and  ahe  certainly 
can  give  not  only  to  other  workera  but  alao  to  legMalofffl  and  oven 
to  doctors,  illustrative  arguments  for  new  social  Uws  and  proeadmea. 
Not  only  that,  she  sends  her  patientu  out  to  teach  health  eirao  aa  other 
aocial  workers  send  theirs  out  to  teach  facta  about  Ubor,  hooMng 
and  coiniu unity  life.  If  one  good  housekeeper  in  a  dty  block  may 
teach  ten,  the  woman  who  haA  all  of  the  babies  "meaaured"  ia  the 
one  who  should  bo  converted  to  the  use  of  pure  milk. 

The  medical  social  worker  was  bom  not  only  of  the  public's 
;tw  rojiMd  desire  to  alleviate  misery,  to  make  medical  work  more 

tive  or  to  teach  for  prevention  rather  than  to  reUeve.  She 
into  existence  primarily  as  a  "logical  result  of  the  recent  ad- 

..  In  ..vwij^ino  "«    No  better  explanation  can  be  given  than  to 


The  sooiaI  mrnm  dspartmeot  haa  «  sUU  higlMr  olBot    ....    naiMly, 

the  tLtfftmyn  wunpaign  toward  the  proventioa  of  rtiiwiee.    The  leoeot  advaoee 

>  medidne  ehowi  that  needy  ell  of  the  moet  eerious  eopdHiope  ere  9m0j  eurable 

:  treeted  eeriy  enough,  while  nuuiy  others  ere  more  eeefly  peeveated  thea 

.    .    .    end  ainee  the  moet  important  oauee  of  eoeial  depen^ey  is 

^uiee  eharitable  organiaatk>Qe  whoM  f  unetioo  It  ie  to  reheve  eoDditaoas  of  povwty, 

'-<*  in  hoepital  eoeial  eervioe  an  agenoy  which  in  time  will  lighten  their  burdaas, 

nd>  in  the  beginning  it  may  appear  to  innrwaee  them.    Indeed  it  may  be  said 

<)ofidenoe  that  eodal  eervioe  departments  b  eonneetioe  with  our  boey  hoe- 

-  md  dispeoeariea  will  in  the  future  be  the  moat  potent  meane  for  the  pre- 

^ui^a  of  dieeaee,  and,  therefore,  of  the  mieariee  whieh  eo  often  are  the  reeolt  of 

The  medical  social  worker  differs  from  other  social  workera 

he  deate  with  sick  people,  and  that,  unlike  all  others, 

found  within,  if  not  as  an  integral  part  of,  another 

nstitution,  a  medical  institution.     A  man  may  be  poor  or  immoral 

in  may  be  in  distress  but  unless  there  is  abo  phsTMil  raflar- 

care  is  no  more  the  concern  of  a  medical  aoeial  mhIuo 

worker  than  of  a  church  or  of  a  relief  agency.    Moreover,  they 

attention  of  the  social  worker  within  the  imtititlioo  of 

I  part  and  have  themselves  sought  that  inatiUitkni,  and 


« Charlee  P.  Emenon,  "Social  Service  and  Medidne."  Report  of  the  Social 
Service  Department,  Indiana  Univerrity.  1911-1912. 
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QOBMqiiently  the  worker,  tirst.     This  worker  exteiuls  into  the  si 
lOUM^li^  ol  the  institution  the  ever  widening  circumference  of  i1 
inflneDM,  instead  of  attacking  similar  problems  in  the  communil 
ttnelf. 

The  Point  of  Attack 

Like  chanty  organizations  and  the  church,  a  medical  b< 
aorvice  department  concerns  itself  with  the  whole  man  but  its  poi 
of  approach  and  the  method  of  attack  are  different  from  that 
aitber.    The  primary  business  of  the  medical  worker  is  with  the 
cure  or  relief  of  disease  but  to  obtain  her  results  she  must  consider 
character  quite  as  carefully  and  sacredly  as  does  the  church;  pri/« 
education  as  does  a  school;  join  public  health  movements  and  dail 
^iftfjMMi  herself  with  problems  of  relief.     While  medical  social  ser\ 
ice  18  one,  and  the  most  recent,  manifestation  of  the  growing  public 
health  movement,  and  is  a  part  of  the  public  demand  for  the  aboli- 
tion of  poverty  and  the  decrease  of  all  needless  suffering,  it  mu^ 
never  be  forgotten  that,  above  all,  it  is  the  latest  outgrowth  of  mod- 
em medicine.     Today,  therefore,  advancing  social  work  of  any  sort 
must  be  linked  with  scientific  medical  work.     The  hospital  and  tl) 
dispeuary  which  cannot  give  a  high  type  of  medical  service  should 
waste  no  time^on  social  service.    The  social  worker  in  a  community 
which  offers  no  fine  medical  service  is  wasting  most  of  her  time  and 
mon^.     If  communities  are  to  deal  with  the  social  problems  which 
hav^  been  in  their  midst  for  centuries  but  are  being  revealed  slowly 
by  city  life  or  swiftly  brought  under  the  limeUght  by  war,  these  con 
munities  must  have  trained  social  workers,  conscious  of  the  value  of 
health  as  well  as  of  economic  and  spiritual  good,  and  must  also  have 
splendid  medical  work. 

What  Problems  Are  Most  Important 

In  this  connection  it  may  be  interesting  to  note  what  socia 
problems  loom  large  to  the  medical  social  workers.     One  department 
furnishes  a  list  of  the  social  ills  which  have  come  most  often  to  it=^ 
attention  and  have  made  for  it  the  most  work  or  the  most  anxiet 
These  are:  alcoholism,  babies  born  in  hospitals,  broken  familic 
cardiac  troubles,  cripples,  children,  drug  habitu6s,  epilepsy,  e> 
troubles,   feeble-mi ndedness,    foreigners,    gonorrhea,    illegitimac 
industrial  accidents,  diseases  and  maladjustments,  sick  inmates  c 
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it4-  institutions,  insanity,  Decroos,  sex  pnhkam,  tnidde,  vsrphilit, 

t ubirouliieiSi  unmarrifMl  inothors and  vaicrania.   This claadfiealion of 

'  ills,  most  of  them  reoofniaed  only  m  diaaMCi,  if  paetilimrly 

1  >  of  note  at  a  time  when  the  govemnaot  and  the  Red  CroM 

so  are  tr>'ing  to  maintain  health  and  social  equilibrium.    A  oeitain 

surgeon  lately  stated  that  in  his  opinioo  the 

he  war  would  be:  broken  faniiliee^erippled  eoldienifi 

ontal  and  nervous  complications,  heart  dtseaae  and  Yeoereal  dia- 

i.*4ee.    The  social  service  department  which  offered  the  above  lift 

ul  found  to  its  astonishment  that  ita  greateft  problem  wae  the 

1  family.     It  had  more  broken  familiee  than  any  other  one 

>u(>io.    Next  to  broken  familiee  and  children,  it  w«f  moft  eon- 

med  about  cardiac  patients,  mental  and  nervous  caees,  and  after 

cm,  the  tulx^rculous  and  83rphilitic.     In  other  words,  the  war  will 

itate  no  new  problems  for  social  workers,  but  will  only  reveal  or 

iiphasise  thorn*  already  existing,  eepeetally  those  of  death  and 

.seasc. 

•^'ocial  woiK.  !>  who  .irr  in  tho  habit  of  thiiiKing  qt  their  eociai 
iQS  in  otluji  t< 'Hits,  t  ««)nc!ii.< ,  moral  or  mental,  should  notaee 
>w  eloeely  their  ills  are  interwoven  with  theee  med  eo-eocial  quea- 
ns    It  is  worth  while  also  to  see  which  of  these  have  been  aban* 
:<  i  by  the  case  worker.    No  social  worker  any  longer  believes 
::it  the  time  and  money  spent  in  an  effort  to  reform  a  single  drunk- 
1  are  spent  meet  worthily.    She  wants  to  see  prohibition  tried. 
'  is  no  medical  social  worker  who  is  not  ready  to  ask  for  the 
control  of  venereal  disease,  and  for  more  institutional  care 
'    ' '  led,  insane  and  epileptic.    Because  of  the  tragie 

tuberculous  she  cries  aloud  for  prevention  and 
lucation  rather  than  cure.  The  proved  decrease  of  blindness, 
:th  the  increase  of  eye  troubles  which  keep  children  from  school 
ul  iinpHir  the  efficiency  of  workers,  even  more  illustrate  the  ertni- 
ility  of  incHfTerence  to  prevention. 

!t  has  been  said  that  every  patient  who  enters  the  door  of  a 

:  isary  is  a  social  problem.    Thus  far,  this  is  true.    It  is  equally 

uc  that  all  social  problems  involve  questions  of  health.    Some  day 

' '     will  be  as  impatient  with  people  who  are  not  well,  who  are 

«)died  for  their  jobs,  as  it  in  now  with  the  man  who  cannot 

work  Monday  on  account  of  Saturday's  drink. 

All  social  workers  must  take  more  and  more  into 
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the  pffobiems  of  health,  both  for  the  individual  and  for  his  com- 
inuniiy,  while  the  medical  social  worker  should  study  more  and 
more  the  larger  social  quoHtions.  If  no  social  worker  can  know  too 
much,  no  medical  social  worker  ever  knew  half  enough.  In  the 
beginniDg  it  was  thought  that  such  a  worker  must  be  a  nurse.  In 
•ome  cities  she  still  must  be.  Nevertheless,  it  is  an  admitted  fact 
pOtntiKi  out  even  by  their  leaders,  that  the  nurses  who  make  goo i 
•oeial  workers  do  so,  not  because  they  are  nurses,  but  because  t) 
have  ability  in  another  profession  as  well.  Social  work,  even  nuuii- 
cal  sodal  work,  is  not  nursing.  The  average  nurse,  moreover,  lacks 
knowledge  of  people  and  affairs  and  is  less  likely  to  have  the 
broad  education.  Not  only  that,  her  training  tends  to 
her  eyes  and  dull  her  natural  initiative;  whereas,  a  social 
worker,  if  she  succeeds,  must  have  and  use  science,  imagination, 
daring  and  ingenuity.  As  yet,  she  is  most  often  a  woman,  and  all 
of  the  quaUties  which  a  great  mother  or  a  successful  teacher  needs 
should  be  hers.  For  the  patient's  sake  she  should  have  imagina- 
tion, sympathy  and  good  judgment.  She  should  be  just,  as  well  as 
kind.  For  her  own  sake  she  should  have  good  sense,  good  health, 
wbolesomeneBS  of  spirit,  a  sense  of  humor  and  unconquerable  faith 
in  folka.  She  should  have  a  true  knowledge  of  the  texture  of  normal 
■ooiely,  of  modern  social  problems,  of  the  inter-relation  of  depend- 
ence and  disease.  She  should  know  humanity,  out  of  her  own  ex- 
perience with  it  or  her  belief  in  One  who  knew.  "He  looked  out 
from  his  Cross  ujwn  a  jeering  multitude,  symbol  of  the  vaster  multi- 
tude who  forever  jeer  and  crucify  the  good,  and  there  He  performed 
His  supreme  miracle.  He  believed  in  them.  He  saw  what  was  in 
them."* 

Such  a  worker  will  never  be  blind  to,  nor  lose  sight  of,  any 
the  ills  of  her  cUent  or  patient;  never  fail  to  seek  the  underlying: 
cause  of  his  trouble,  either  in  his  own  life  or  in  the  society  of  which 
he  is  a  part.  She  will  never  fail  to  seek  medical  care  or  advice  for 
afl  who  need  it.  But  she  also  will  advise  and  urge  more  education 
concerning  health,  more  frequent  routine  examinations  of  babicF. 
fchool  children  and  workers.  She  will  insist  upon  measures 
IcMcn  the  state's  vast  expenditure  for  social  wreckage  due  to  disease 
and  to  increase  those  for  the  promotion  of  universal  health.     Such 

»WiIliun  Lowe  Bryan,  "He  Knew  What  Was  in   Man."     Indianapoh 
TU  Bobhi-MerriU  Company,  1913. 
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u,  OT,  in  loHing  it,  will  be  oomfoited  by  the  um  oC  it  m  ediMftiivo 

hieh  may  serv©  to  «a        *'        '         HimiUr  faU«.    Any 

f*T  who  would  oblii.  rosuli*  todaUy  or 

t  forKot  himnelf  in  the  puniuit  ot  Rood  for  his  ettaoi. 

'         "  ' '    *  he  can  of  income,  health  and  happims; 

it  what  he  doee  or  fails  to  do,  if  vaoordad, 

I  Add  to  human  knowledge  and  echo  to  the  end  of  time. 


PHlVrTPLES  OF  CASE  WORK  WITH  THE  FEEBLE-MINDED 

By  Cathbrine  Brannick,  M.D., 
PqrdioloKist,  MassBchusetts  Reformatory  for  Women. 

The  subject  of  feeble-mindedness  is  now  recognized  as  one  of 
the  most  important  educational  and  social  problems  of  the  day  be- 
cauae  of  its  relation  to  other  social  problems.  Various  researches 
have  shown  that  it  complicates  practically  every  one  of  our  so(;ial 
questions,  poverty  and  dependence,  delinquency,  vice  and  crime, 
inebriety,  vagrancy,  unemployment  and  industrial  ineflficicncy. 
Numbers  and  relative  increase  are  the  important  factors  in  the  prob- 
lem: it  is  estimated  that  three  in  every  one  thousand  individuals  in 
the  United  States  are  feeble-minded,  making  a  total  on  thi 
of  275,000;  in  proportion  to  their  population  they  are  increa- 
practically  twice  the  rate  of  the  normal  population.  The  burden  is 
heaviest  in  the  fields  of  delinquency  and  crime:  48,000  feeble- 
minded persons  are  committed  yearly  to  correctional  institutions  in 
the  United  States,  and  the  percentage  of  feeble-minded  within  these 
institutions  is  variously  estimated  from  15  per  cent  to  50  per  cent. 

As  research  has  demonstrated  the  widespread  significance  of 
the  problem,  methods  of  meeting  it  have  multiplied,  with  the  idea 
of  prevention  leading.     At  present  thirty-two  states  make  son 
provision  for  this  group  in  special  institutions.     In  many  cit 
special  claases  have  l)een  established  under  the  public  school  syst< 
providing   a  curriculum  adapted  to  their  needs.     A    few   states 
have  passed  pennissive  laws  providing  for  sterilization   and    in 
effect  debarring  marriage  under  certain  conditions.    The  depn 
ment  of  immigration  has  recognized  the  problem  by  more  rarctui 
eiaminaUon  and  observation  of  the  immigrant.     An  educationn! 
campaign  has  been  directed  by  numerous  organizations  throuRhc 
the  country  interested  in  eugenics  and  mental  hygiene  and  a  special 
oommittee,  national  in  scope,  was  organized  in  1915  with  objects  "to 
dtaieminate  knowledge  concerning  the  extent  and  menace  of  feel- 
mindedneBB  and  to  suggest  and  initiate  methods  for  its  control  ai 
ultimate  eradication  from  the  American  people." 

All  forms  of  treatment  revolve  about  the  special  institution  for 
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>•' 'Tig  and  segragaiion,  but  it  hai  ooom  to  be  aooepiad  that  it  b 
.  Ucablo  and  even  undesirable  to  work  for  mieh  proTiiion  for 
mben  of  the  group.    There  ean  be  no  questioo  but  that  in- 
iwuonal  treatment  ia  the  moet  eoonomioal  and  the  only  raUooal 
>e  in  the  ease  of  the  low  grade,  the  intraetable  and  the  eleariy  un- 
rotected.    On  the  other  hand,  it  i»  quite  aa  evident  that  given 
roper  personal  and  social  treatmout,  many  moi^of  the  group  will 
•  safe  and  fairly  useful  membem  of  the  eommunity.    These  two 
!<>a8,  segregation  limited  or  permanent,  and  special  training  with 
rected  oversight  in  the  community,  are  the  guiding  principles  of 
o  plan  of  treatment  outlined  by  the  mature  and  progrsssive  stu- 
nts of  the  problem.   In  Massaehusetia,  which  already  leads  in  ita 
revision  for  the  feeble-minded,  a  state  program  has  been  outlined 
\  U)o  I^affue  for  Preventive  Work  which  methodises  these  ideas 
>wn  as  the  Femald  plan,  provides  cars  for  the 
according  to  their  individual  needs  and  methoda 
It  includes: 

(1)  A  stAte  commtiioD 

(a)  for  frModly  gukknot  of  maoUl  dalMCtvM  wtio  uatkr  mpMrwoa 
oan  Uvo  wholesome  Uvoi  in  tho  oomnnMiiity, 

(b)  with  authority  to  aafoguard  in  a  state  sohool  those  who  oanaol. 

(2)  A  Btato-wide  census  of  the  uneared-for  fsehls  minded 

^)  CUnioB  for  mental  etiminatinn  easjr  to  reach  from  aU  parts  of  the  stato 
r4)  Special  cOasses  in  public  sehoob  for  meotally  defeethre  ehiUreo 

, )  Special  treatment  by  the  courts  of  mentally  defeethre  deHngesate 
vo)  Campletkm  of  a  third  eebool  for  the  feeble-minded 

In  addition,  the  State  Board  of  Education  is  "planning  a  Stato- 

de  investigation  to  determine  the  number  of  subnormal  children 

>t  l)cing  provided  for  in  institutions,"  with  the  idea  of  formulating 

-wide  policy  for  the  special  training  of  these  children.     It  is 

y  probable  that  such  a  modd  plan  can  soon  be  carried  out  in 

^  entirety  even  in  the  most  progressive  statea.    Certain  of  its  roost 

tant  principles  can  be  tried  out.  however,  even  in  those  states 

are  most  backward  in  providing  for  the  feeble-minded  and 

>f  these  is  the  principle  of  individualiiation  of  treatment. 

rhe  idea  of  applying  this  principle  to  work  with  mental  de- 

tivfM)  is  new  and  as  yet  not  very  acceptable  to  the  general  social 

r.    In  the  words  of  one  of  these  workers,  "there's  no  such 

luial  as  case  work  with  the  feeble-minded."    The  assumption  has 
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been  that  once  an  individual  Uns  Ixon  diagnosed  as  mentally  defec- 
tive, there  is  nothing  more  to  ho  done  unless  he  can  be  shut  up  in  an 
tattilutiion.  This  attitude  <lisrop::irds  the  facts  that  variations  and 
iypm  of  mental  defectives  arc  as  many  as  among  the  normal;  that 
nuuiy  who  must  Iki  graded  as  mentiiUy  defective  are  in  a  limited 
dip^  aoetally  competent,  are  making  a  poor  but  adequate  livim 
and  so  have  escaped  the  attention  of  the  social  agencies;  that  social 
inoompetence  or  inability  to  manage  one's  own  affairs  as  used  in  the 
definition  of  feeble-mindedness  may  be  modified  by  special  training 
and  oversight. 

Recent  figures  of  psychological  tests  given  to  the  drafted  men 
of  the  United  States  Army  show  that  approximately  2  per  cent  of 
the  men  are  mentally  inferior.     Their  services,  nevertheless,  are  to 
be  used  within  the  army  in  forms  of  work  suited  to  their  intelligence 
— in  the  care  of  horses,  carting,  road  repairing,  etc.     The  inference 
that  there  had  been  no  expression  of  social  deficiency,  to  any  degn 
in  these  men  previously. 

Feeble-mindedness  is  best  defined  as  "social  incompetence  di 
to  arrested  mental  development."     It  is  therefore  more  inclusive    , 
than  the  term  ^'mentally  defective"  and  is  used  in  a  double  sense, — fi 
PQrcbological  and  a  social  one.    It  does  not  imply  an  absolute  la< 
of  possibility  for  social  competence,  V)Ut  only  a  limited  or  relative 
one.    The   definition   of   the    British    Royal    Commission    (lOOS'i 
specifically  defines  an  individual  of  the  highest  grade  of  feebl* 
mindedness  as  one  "capable  of  earning  a  living  under  favorable 
drcumstancee,  but  incapable  from  mental  defect  existing  from  Ijirtli 
or  from  an  early  age  of  competing  on  equal  terms  with  his  norm 
fellows,  or  of  managing  himself  and  his  affairs  with  ordinary'  pr 
dence."     In  practice,  the  two  aspects  of  feeble-mindedness,  def( 
tivc  intelligence  and  social  deficiency,  are  found  combined  in  var 
ing  degrees.     Many  of  the  relatively  low  grades  of  intellectual  de- 
fect show  no  special  anomaly  of  temperament  and  disposition  and 
grade  fairly  high  by  the  social  test;   many  others  who  grade  rel 
tively  high  in  the  psychological  sense  show  such  temperament 
eeeentricities  as  to  make  social  adjustment  impossible. 

Although  constructive  work  with  the  feeble-minded  outside  < 
umitittiooB  is  as  yet  comparatively  new  and  undeveloped,  it  li 
nlraady  demonstrated  the  possibilities  of  modifying  the  social  ii 
in  certain  types  so  that  they  are  acceptable  and  fair! 
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•fill  rnembem  of  •oeieiy.    CImmb  for  ■uboonnBl  dkiklrra  in 

field,  MwichimctU,  in  BoBton,  New  York  and  oUiar  ciImb 

'  hnve  givBO  specUiiied  educBtioo  bikI  tnoouMi,  but  IhiDUib 

il  interett  of  the  ieBcben  or  tpectBlly  Bppoinied  vmUnb 

111  the  sohoolB,  the  ohildren  have  been  followed  into  their  workiiic 

M(i  the  neoBBBBry  help  and  BupenriBioa  given  in  induBtrtBl 

iiients. 

it  18  well  to  dwell  on  the  hopeful  and  positive  BBpeeli  of  individ- 

'"t'Atwont  of  Uiw  group  for,  whether  the  eujpentBt  and 

•T  will  or  no,  the  foeblc-niinded  will  still  remain  in  tiie 

In  MaBBBohusettB,  the  leading  state  in  inBtitutiooal 
on  for  the  feeble-minded,  there  are  9B  yet  only  one-fifth  of 
iiiiHt^Hi  number  in  the  atate  bo  cared  for. 

iiHtitutional  care  for  all  of  the  group  is  obviously  out  of 

11,  the  next  consideration  is  the  daiMification  of  typea  to 

o  main  divisions  of  treatment,  institutional  and  oom* 

lliis  clasflification  would   be  baaed   on   oonaiderationB 

M^eral  the  personal  and  social  factora  in  the  make-up 

surroundings  of  the  individual,  as: 


'  »uimuuily 
ioo 
<*r  oo  o(  anUHiocittJ  habiu 

>men  who  I  the  active  sexual 

...v...  WW  .-i>ocial  emotioii^.  ...^ ,sw...iiiies  should  be  able 

5t  into  community  life  under  supervision.     Men  with  no  anti- 

iencies  are  often  found  self-supporting  and  fairly  useful 

..i  many  of  the  lower  forms  of  industry.    These  are  the 

•  often  described  by  their  employers  as  ''honest,  faithful  and 

.  but  not  over  bright."     Very  young  children  should  not 

— i  to  crowd  the  institutions  for  the  feeble-minded,  to  the 

of  more  urgent  and  suitable  cases.    Frequently  parenla  Bsk 

connnitment  of  such  children  to  be  rid  of  their  care,  and 

workers  are  often  found  aiding  or  encouraging  this,  though 

<*  may  proHcnt  no  special  problem  in  itself  nor  even  in  its  rel»- 

•li  U)  the  family  problem. 

It  in  of  vi^wr^o  w.ir.^vident  that  the  lowest  grades  of  mental 
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defeotiveB,  even  young  children,  unless  physically  and  socially  well 
Ctnd  for,  should  be  in  institutions.  This  is  the  type  which  fits  very 
fairly  into  other  institutions  than  the  special  ones  for  defectives. 
Above  these  grades,  the  decision  as  to  the  form  of  treatment  will 
be  bated  more  largely  on  the  temperament  and  disposition  of  the 
feeble-minded  individual  than  on  the  degree  of  purely  intellectual 
defect.  Even  when  the  community  offers  good  opportunity  for 
fpeoial  training,  the  decision  between  institutional  and  community 
ears  will  still  depend  on  the  individual,  on  the  probabilities  that  he 
can  be  made  industrially  and  socially  efficient  to  some  degree.  Is 
there  ponibility  of  adequate  protection  and  supervision?  lias  he 
the  physical  capacity  to  get  on  out-side  an  institution?  Are  his  in- 
nate tendencies  such  that  he  is  unUkely  ever  to  fit  into  community 
life?  Is  he  laiy,  cruel  to  his  weaker  companions,  sexually  over- 
active? Is  he  innately  irritable,  stubborn,  destructive  and  abusive 
in  temper?  Is  he  untruthful,  sly  or  thieving?  If  these  or  other 
Innate  tendencies  that  have  an  anti-social  bearing  are  present  in  the 
feeble-minded,  then  institutional  treatment  is  the  choice,  irrespec- 
tive of  degree  of  mental  defect,  or  special  ability  along  industri"' 
lines,  or  opportunity  for  training  in  the  community. 

Any  industrial  or  reform  school  can  give  plenty  of  evidence 
that  it  is  not  the  intellectually  higher  types  that  should  be  kept  out 
of  institutions  for  the  feeble-minded.  The  directors  of  these  schools 
complain  that  most  of  their  troubles  of  a  disciplinary  nature  can  be 
traced  to  these  defectives,  and  one  director  goes  so  far  as  to  say  that 
there  is  no  incorrigible  prisoner  in  his  reformatory  who  is  not  sub- 
normal. 

Ab  found  on  conmiitment,  there  is  no  doubt  but  that  the  ma- 
jority of  these  defective  delinquents  are  troublesome  l)eings,  but 
there  is  always  the  question  whether  a  certain  number  might  not 
have  l>een  improved  to  the  point  of  relatively  fair  social  competence 
by  individual  treatment  in  the  community  earlier.  When  a  feeble- 
minded boy  or  girl  is  recognized  as  such  for  the  first  time  in  a  reform 
school,  it  is  sometimes  diflScult  to  separate  innate  characteristics 
from  acquii^  bad  habits  and  influence  of  environment.  Mental 
defect  and  mental  instability  frequently  are  present  in  the  same 
individual,  but  the  instability  observed  in  the  adult  feeble-minded 
it  undoubtedly  due  in  some  instances  to  environmental  over-stimula- 
tion acting  on  defective  inhibitory  powers.     This  is  illustrated 
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forinatory  experience  the  opposto  at  UiBi  of  tiie  MtpefialBndflBfB 
l»ed  above,  and  it  aometunet  happena  that  a  feeble-miiMlad 
•i>  liiual,  whoae  conduct  in  the  eoramunity  kept  hie  relalivea  and 
0  police  busy,  givea  no  trouble  when  under  iwtraint  in  an  eves 
vironment. 

The  daasification  of  defeetivea  for  the  purpoae  of  outliniag 

ntment  ahould  fomi  a  part  of  the  diagnoab  in  every  eaae,  and  for 

laon  is  work  for  the  expert,  capable  of  giving  elinical  eoiMiderB- 

*  all  the  characteriatici  of  the  individual,  ph>'Bical,  mental  and 

ramental,  and  of  evaluating  thorn  in  their  reUtioo  to  hia  eo* 

iient.    A  simple  diagnoaia  without  recommendation  ia  not 

"  t -.1.  r-:!  in  yi0  gelda  of  ptyehology  and  payehiatry  than 

!  al  medicine.    Any  one  who  haa  had  to  deal  with 

>f  delinquency  or  other  forma  of  oonduct  diaturbanot, 

..  i...  ^^^  psychologist  haa  said  that  an  individual  ia  or 

•  ).  he  has  said  the  leaat  that  can  be  aaid.    If  the 

'  ic  conduct  disturbance  may  or  may  not 

lu  iiii  iiicntal  defect,  while  the  bald  statement 

le-minded  leaves  hia  eonduet  diaiurbnnoe  wholly 

lained.    An  interpretation  of  the  individual  ia  the  only  help- 

•     nd  is  as  important  in  the  case  of  the  feeble-minded  aa 

<  ctually  normal  who  present  behavioristic  problema. 
t^uch  interpretation  i»  ak)8olutely  essential  to   the  intelligini 

"■*  '  i^ht  of  the  fcehlc-minded  in  the  community.   The 

ly  not  l^e  encouraging  but  the  problem  ia  there 

All  too  frequently  it  happens  that  the  institu- 

t  and  that  the  community  form  of  treatment  is 

lie.     When  one  knows  the  individual,  that  he  ia 

tated  degree,  that  his  defect  is  or  is  not  tranamianble, 

ttain  socially  favorable  charaoteriatiea  that  must  be 

^tered  or  socially  negative  tendeneiea  that  must  be 

utely  repressed,  it  is  possible  to  work  with  hope  that  ia  not 

-  handling  of  feeble-minded  children  in  the  eommunity, 

c  can  do  no  better  than  borrow  from  the  principles  and  methods 

*^  -  !tpecial  institutions  and  classes  that  have  already  been  aoo- 

with  them.    The  most  sucoesaful  of  theee  appear  to  have 

)  education  to  defective  children  in  its  literal  aenae,  n  "draw- 

i*  what  is  in  the  child  more  than  a  "pouring  in/' 
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of  i^Mlity  to  hold  or  digest,  as  seems  to  be  the  interpretation  of  edu- 
OAlion  in  the  ordinary  school.  They  search  out  special  aptitudes 
and  develop  them;  they  deliberately  take  advantage  of  the  strongly 
imitative  and  suggestible  qualities,  and  exercise  these  qualities  for 
good;  in  the  abaenoe  of  any  ability  on  their  own  part  to  build  up  a 
true  morality,  the  children  are  given  a  superficial  morality  by  pun- 
iabment  or  deprivation  when  they  do  wrong,  and  reward  or  praiso 
when  th^  do  right. 

If  the  child  is  in  the  regular  graded  school  room,  it  is  very  neces- 
sary to  watch  lest  he  be  given  tasks  that  are  quite  beyond  him  and 
poibed  to  the  point  of  mental  irritability.  The  knowledge  acquired 
in  school  is  much  less  important  than  the  habits  formed  and  the  atti- 
tude toward  life  and  work.  A  habit  of  failure  acquired  in  school  is 
aa  bad  for  the  feeble-minded  child  as  for  the  dull  normal,  and  quite 
aa  often  follows  the  child  into  his  working  life.  If  he  is  the  type  of 
defective  who  has  insight  into  his  own  dulness,  the  habit  of  failure 
may  be  accompanied  by  a  discouragement  which  is  very  difficult  to 
overcome. 

Two  excellent  examples  of  individual  work  with  feeble-minded 
children  in  the  community  were  observed  by  the  writer  in  connection 
with  work  in  an  open  air  school,  having  two  teachers  for  fifty  pupils, 
and  a  resident  nurse.  One  of  these  was  a  girl  of  thirteen  and  a  half 
3feari  who  had  been  in  the  school  for  three  years  and  in  that  time  had 
completed  only  one  grade.  Physical  examination  on  entrance  and 
at  the  time  observed  showed  nothing  more  than  poor  general  condi- 
tion. At  the  time  of  observation  she  had  been  promoted  to  the 
fifth  grade,  but  was  not  by  any  means  doing  the  work  of  that  grade. 
By  all  forms  of  psychological  tests  she  graded  as  feeble-minded, 
paaaing  just  over  nine  years  by  the  Binet  (1911)  scale.  The  teach- 
er's report  was  that  she  was  abnormally  quiet  and  reticent  when  she 
entered  the  school,  but  a  Ukeable  girl  on  the  whole.  Her  dulness 
had  been  recognized,  and  she  herself  seemed  quite  as  conscious  of  it 
aa  the  teachen.  The  school's  efforts  to  overcome  her  reticence 
abowed  eiceUeot  results  in  the  girl's  general  attitude,  though  sh^' 
was  still  very  sensitive  to  her  dulness.  Some  fear  was  felt  when  si 
left  aebool  at  fourteen  that  her  old  reticence  might  make  it  difficult 
orimpoasible  for  her  to  fit  into  industrial  life,  but  she  found  itv-ir.rv 
work  at  seven  dollars  a  week  and  still  kept  the  work  when  last 
from  eight  months  later. 
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rhe  other  pupil  wm  a  gtrl  about  whoM  tfd  there  wee  eome 

•ubt,— the  school  fdving  her  ege  es  thirteen  end  e  helf  end  her 

other  as  fourteen  and  a  half.    This  ipri  wae  reeommeoded  to  the 

ul)en  air  school  primarily  aa  a  conduct  problem,  although  the  pouiide 

for  Hdmission  were  preeent  in  the  my  poor  fHeeral  phyiieal  eon- 

The  history  ae  given  was  that  the  had  been  growing  more 

'-^'ubleeome  for  a  year  past,  and  recently  had  beeoow 

ttlo  in  the  claaa  room.    8he  would  throil  her  tongue 

:t  ut  the  teacher,  make  faces  at  the  other  pupila,  ete.    The  prin- 

<;.)  n^crring  the  girl  thought  it  a  ease  of  bef^nning  pejrehoeie.    She 

in  the  fifth  grade.    An  older  brother  had  also  been  very  trouble- 

me  during  his  last  year  at  school,  in  the  fifth  grade,  and  had  been 

insferred  to  the  industrial  room. 

Psychological  examination  showed  an  unmistakably  feeble 

(1  giri,  mental  age  by  the  Binet  scale  being  leee  than  nine  years. 

first  admitted  to  Uie  open  air  school  ahe  reacted  m  the  daas 

ixB  in  the  previous  school,  and  gave  considerable  trouble  even 

recess  and  rest  periods.   '  After  two  weeks  trial,  it  wae  decided 

o  her  out  of  the  class  room,  but  to  let  her  remain  in  the  eehool, 

4  her  rest  periods  with  the  other  pupila  and  helping  the  eehool 

ti  during  her  class  periods.    Her  improvement  wae  so  marked 

»i  ihe  consent  of  the  principal  was  asked  for  the  continuance  oC 

^ ««  plan.    There  was  no  further  conduct  disturbanee  though  ehe 

ucd  to  be  noisy  and  boisterous  in  play  for  the  first  few  monthe. 

v  1  cmained  for  that  school  year,  her  only  school  work  in  that  time 

•ing  selected  reading.    On  leaving  school  ahe  found  work  in  a 

ictory  at  $7.50  a  week  and  was  at  the  same  work  when  last  heard 

om  eight  months  later. 

The  home  as  a  factor  in  the  training  of  a  feeble-minded  child  m 

irse  even  more  important  than  the  school.    Where  the  home 

»wi  in  itself  capable  of  giving  adequate  oversight,  the  aseent  and 

•^ration  of  the  parents  are  manifeatly  neeeemry  for  supeiflaion 

om  the  outside.     Under  authorised  supernnoo  from  a  central 

^ate  agency,  this  question  of  co6peration  would  probably  never 

nM».  even  though  the  actual  visiting  were  delegated  to  loeal  private 

ios.    It  is  unlikely,  however,  to  arise  in  the  caee  of  any  home 

s  capable  of  properly  training  and  protecting  a  feeble-minded 

With  the  children  themeelvee  there  is  rarely  aoy  (fiffieul^ 

>  approach, — they  do  not  question  motivee  as  the  normal  child. 
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The  parents  should  be  told  very  frankly  any  special  points  in 
the  diagnosis  and  recommendation  and  be  given  specific  instructions 
from  lime  to  time  as  to  methods  of  handling  the  child.  Especially 
should  they  be  warned  of  the  necessity  for  the  fornmtion  of  regular 
habits  and  the  dangers  of  overstimulation.  Ways  of  fostering  the 
•oeially  positive  qualities  of  the  child  and  combating  the  negative 
quaHlies  should  be  gone  over  in  "words  of  one  syllable, "  if  need  be. 
An  work  should  be  directed  to  the  formation  of  good  habits  and  the 
avoidance  of  bad. 

Ways  of  keeping  the 'child's  interest  in  the  home  should  l)e 
devised;  a  habit  of  reading  should  l>e  encouraged  and  books  sc^lected 
for  their  possibilities  of  pointing  a  simple  moral  without  any  s])ecial 
stimulation;  simple  games  that  give  the  child  a  fair  chance  to  win 
should  he  provided  from  outside  if  the  family  cannot  provide  them. 
Any  musical  ability  or  interest  of  the  child  should  be  fostered. 

WTiile  the  child  is  still  in  school  the  question  of  the  kind  of  work 
he  is  likely  to  do  later  should  be  considered.  It  is  well  to  plan  for 
this  as  near  the  home  as  possible  to  avoid  the  expense  of  carfares 
and  the  many  undesirable  distractions  that  car-riding  involves. 
Lack  of  ability  to  do  certain  forms  of  work  does  not  handicap  the 
feeble-minded  so  much  as  lack  of  ability  to  attend  to  the  job.  For 
the  ehild  who  has  been  deliberately  trained  to  a  fair  degree  of  stick- 
to-itiveness,  this  will  be  much  less  of  a  handicap  and  he  should  fit 
▼ery  fairly  into  many  forms  of  unskilled  factory  work. 

Possible  employers  should  be  interviewed  and  interested  in  the 
practicability  of  employing  such  children.  Their  response  is  often 
surprising.  They  take  the  rather  sensible  stand  that  it  is  as  well  to 
employ  people  about  whom  the  worst  is  known  as  to  run  the  chance 
of  getting  the  same  people  through  the  regular  employing  channels 
and  know  nothing  of  them.  One  of  the  most  encouraging  and 
hsarleoing  experiences  that  come  to  the  tired  social  worker  is  the 
eneounter  with  the  kindly  employer  or  foreman  who  says  he  is  will- 
ing to  give  the  defective  child  a  chance  and  who  gives  much  mo 
than  a  ehanoe;  the  effect  of  his  friendly  supervision  is  shown  later 
in  his  confidential  opinion  that  the  doctor  who  said  that  particular 
duld  was  feeble-minded  doesn't  know  his  business.  This  kind  of 
Ml  emploiyer  and  especially  this  kind  of  a  foreman  is  really  not  an 
isobled  instance. 

A  point  to  be  especially  emphasized  in  work  suitable  for  the 
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i  1^' minded  ii  the  poMibUity  for  tuponriiioii*    The  baft  and  moti 

ta  specuU  tnuniiiK  ean  never  inake  oi  the  dileetiTa  Aoythiog 

I  a  helper.    There  ie  no  exeeptioo  here  even  in  the  eaae  of  tboee 

Mvee  who  have  special  abilittee  along  eertain  Uoea,  for  although 

iiay  be  able  to  do  the  actual  work  done  by  a  earpenter  or  a 

r,  thoy  cannot  pUn  as  a  carpenter  or  a  plumber,  or  work 

M  i^iidently. 

Both  social  workers  who  give  supervision  and  eren  more  the 

X  uf  the  feeble-minded  persons  are  apt  to  forget  that  a  fair 

..iit  of  recreation  is  as  necessary  for  the  defective  as  for  the  oor- 

a  and  that  it  in  quite  natural  that  he  should  desire  the  particular 

ion  the  rest  of  the  community  enjoy.     Games  in  the 

. .  i  ading,  fancy  work,  are  not  suflioient  when  all  the  rest 

1,  inrludingother  members  of  his  own  family,  are  attending 

-  pictures  or  a  band  concert.    Outside  recreation  should  be 

1  for  in  a  degree  which  doee  not  cause  overstimulation,  and 

ii^iervision  which  is  not  so  obvious  as  to  arouse  antagonism. 

in  dealing  with  the  adult  feeble-minded  individual  who  has  been 

"">ifed  as  such  for  the  first  time  as  an  adult,  one  realises  that  the 

iiportant  part  of  the  program  of  work  for  the  feebl»HBiinded 

proN-ision  for  methods  of  early  diagnosis.    As  found,  he  pr»* 

:  problem  of  mental  defect  with  all  that  it  implies  of  lack  of 

nt  and  control  plus  well  established  habits  that  are  difficult  or 

il)lc  to  break.     If  these  habits  happen  to  be  actively  anti- 

w..  we  have  what  is  so  popularly  known  as  the  defective  delin* 

•  nt.    Treatment  of  this  type  outside  an  institution  is  practically 

succeesful  and  institution  directors  who  have  dealt  with  them 

\  that  treatment  within  any  ordinary  institutions  is  quite  as 

<>ssful.    Mental  instability  is  more  prominent  than  mental 

in  practically  all  of  theee  cases, — they  are  not  merely  un- 

..  .1  feeble-minded.    The  mental  defect,  however,  is  there,  and 

'  community  should  treat  them  not  as  delinquents  bat  as  the 

defective  individuals  that  they  are. 

U  ork  to  make  the  defective  safe  for  the  community  should  go 

io  by  side  with  effort  to  make  the  community  safe  for  the  defeei- 

This  to  be  effectual  must  cover  a  wide  range,  from  education 

t  Ho  ronununity  on  the  significance  of  feeble-mindedneas  and  the 

-ity  of  special  provision,  to  the  enforcement  of  all  laws  for  the 

•tection  of  children  and  the  security  of  public  morals. 
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Just  as  the  methods  found  specially  adapted  to  the  teaching;  of 
the  feeble-minded  have  contributed  much  to  the  educational 
molhods  applied  to  the  normal  child,  so  the  social  treatment  of  the 
difeelive  on  the-  individualistic  basis  is  bound  to  point  the  way  for 
beHer  methods  of  dealing  with  social  problems  among  the  normal. 
So-i^aUed  individual  work  with  the  normal  group  is  much  more  fre- 
quently  personal  than  individual,  and  failure  in  the  social  handling 
of  the  nonnal  individual  is  undoubtedly  often  due  to  this  fact.  The 
bbvious  defects  in  the  feeble-minded  make  it  necessary  to  search  out 
•nd  determine  the  value  of  any  positive  qualities  that  he  may  possess 
and  weigh  them  against  the  defects.  The  psychologist  or  psychia- 
trist in  interpreting  the  individual  furnishes  a  basis  upon  which 
truly  eonstructive  work  may  be  done,  when  the  social  worker  knows 
the  best  and  can  foster  it  and  knows  the  worst  and  can  fight  it. 


VSE   WORK   IN   THE   FIELD   OP   MENTAL   HYQIEKB 

By  Elnora  E.  Tnomoif, 
EmouUy*  SecreUry.  lUiooit  SoflMy  for  Miatal  Hygfipi 

Tho  attitucie  of  mind  of  the  loeiAl  worker— perlups  eipeeully 

'f  •'  field  of  mental  hygiene — eannot  be  better  tUted  thaii  in  the 

of  Dr.  Meyer  quoted  by  Mias  Richmond:  "A  wilUngiieM  to 

human  nature  and  human  doinp  aa  they  are  before  rvihiag 

1  the  superior  knowledge  of  how  they  ought  to  be.    The  fint 

to  know  what  they  are."    The  motto  of  every  eodal  worker 

1  ioveetigator  should  be  that  of  Terenee'a  Heauton  Timoru- 

"'^      ''.    .  One  who  investigates  most  be    ...    . 

to  accept  .    .    anything  human  beings  think,  feel  or 

nt  not  altogether  strange  to  human  nature:  '  I  am  but  human  and 
io  not  consider  anything  foreign  to  me';  it  is  at  least  worthy  of 
;inan  consideration." 

This  implies  forbearance  with  the  patient,  the  relatives,  espe- 
;k    tiwwo  hy  marriage,  other  agencies, — already  wearied  with 
t  in  the  patient's  behalf — the  courts  and  the  state  offi- 
l.M.    It  nnpiiee  also  an  ability  to  reflect  the  patient's  point  of  view 
1  not  one's  own,  to  report  symptoms  and  to  know  faets.     Above 
it  implies  honesty  and .  straightforwardness  in  dealing  with  all 
:ied. 

itientsare  referred  to  the  mental  hygiene  social  worker  in  many 

it  ways:  in  person,  through  other  agenciee,  through  relatives, 

::ins,  institutions,  neighbors,  courts,  schools,  etc.  and  always 

•>  of  8ome  form  of  unusual  behavior  which  may  manifeal 

I  an  inability  to  adjust  to  surroundings,  or  to  acquire  knowl- 

k:e,  deep  melancholy,  addiction  to  drugs  or  to  alcohol^  unreHahle 

irrelevant  statements,  ideas  of  persecution,  tiousual  demands, 

roAto  against  individuals  or  groups,  etc.    It  aseeeiarily  follows 

ib.r  in  for  investigation  must  be  elastic  to  meet  the  demande 

'f  I...  ...x.ividual  case. 

The  first  contact  with  the  patient  is  often  extremely  diiBetilt 
f  successful  worker  in  this  field  must  be  rseourceful  and  a 
r    -^ivo  listener.    Miss  Richmond  >»Tites: 
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Tbt  importAni  ihingi  in  initial  interview  are  privacy,  absence  of  hurry, 
fi«qttiot  change  of  topic  with  some  deliberate  padding  to  ease  the  strain,  purlieu. 
kHy  '*wImo  trhtation  begins  to  adulterate  the  account,"  and  yet  through  all  a 
«lar  1^tmw^rM1^^  on  the  ptfi  of  the  interviewer  that  a  certain  goal  must,  if  possible, 
bt  niafhid.  mod  a  ilow,  steady,  gentle  pressure  toward  that  goal —this,  in  brief 
ii  our  pfognun.  Qhring  the  patient  all  the  time  he  wants  of t«n  leads  to  that  fuller 
■Jf  nnliiiiiii  whiofa  Mves  our  time  and  his  in  the  long  run.  Pressure  of  work! 
Lack  of  tinel  How  many  failures  in  treatment  are  excused  by  these  two  phrasesi 
Bui  irt>enfWf  6ln  the  plea  of  lack  of  time  may  be  valid,  it  is  fx^culiarly  inappro- 
priale  at  this  fint  stage,  for  no  worker  ever  has  leisure  enough  in  which  to  rotriovo 
Iha  bhinden  that  result  inevitably  from  a  bad  beginning. 

<  If  the  first  interview  is  successful  a  friendly  relation  with  the 
pftticnt  will  have  been  established  and  can  be  maintainod  during 
the  period  necessary  for  further  study  before  making  a  plan  for 
eiAinination  and  treatment  for,  unless  this  interview  or  the  history 
obtained  from  other  agencies  has  brought  out  symptoms  which 
indicate  that  the  patient  is  a  definite  menace  to  himself  or  the  com- 
munity, it  is  usually  wise  to  delay  a  clinical  examination  until  the 
social  history  is  complete,  for  the  recommendation  of  the  spocialist 
as  to  treatment  whether  institutional  or  otherwise  is  often  dependent 
on  the  social  history.  In  other  words,  a  chronic  mental  case  in 
which  treatment  is  unlikely  to  be  of  benefit  and  only  custodial  care 
is  required,  is  institutional  or  not  according  to  the  reaction  to  the 
hallucinations  or  delusions  as  shown  by  the  social  history.  The 
modern  clinician  with  his  well  developed  social  attitude  is  unwilling 
to  make  a  recommendation  without  such  history. 

Thus  the  social  service  worker  in  the  mental  hygiene  field  mu«t 
know  the  value  of  evidence.  All  the  primary  work  must  be  for  the 
purpoee  of  the  mental  examination  and  must  be  truthful  and  exact. 
Curious  eKperienoes  are  often  founded  upon  fact  and  must  not  be 
termed  delusional  until  their  unreasonableness  is  clearly  established. 
Q^Diptoms  of  physical  disease  must  be  noted  and  if  indicated  a 
tborough  physical  examination  secured  and  the  findings  submitted 
with  the  social  history  at  the  time  of  the  mental  examination. 

In  the  gathering  of  this  history  which  must  take  into  accoui. 
both  heredity  and  environment,  the  well  trained  worker  knows  the 
evils  arising  from  too  much  questioning  of  the  patient  and  avoids 
AOjrthing  which  simulates  a  mental  examination.    An  indiscretion 

may  make  more  difficult  the  later  examination  and  the  trc 
which  is  to  follow,  for  an  examination  that  does  not  lead  to 
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-1  for  treatmeoi  is  of  little  value.   A  word  hm  ebould  be  edded 

iiuit  the  very  common  praoiaoe  of  Ukios  a  paiieni  from  elinie  io 

ic.    This  is  not  only  unprofeeaional  on  the  pert  of  the  worker 

II  roDultd  disantrouiUy  for  tlio  patient,  who  aooii  loeee  eoofi- 

.a  botli  Hocial  workeni  and  physictanii  and  Wtw^umf  gn  even 

«*  puisUng  social  problem. 

Numerous  diftUultios,  however,  are  likely  to  be eoeooiitered  io 

<T..rts  to  work  out  plans  for  treatinent.    Frequent  alaleinento  like 

wing  will  be  given  the  worker:  ''This  patient  ia  not  ia  need 

Tial  care  but  needs  congenial  work  in  a  good  environ- 

......  understanding  direction."    Practically  the  only  way  to 

I  the  need  of  such  patients  is  to  establish,  in  connection  with 

i  work,  an  occupational  department  where  training  and 

...  luent  under  skilled  supervision  can  be  provided.    In  eatab- 

ing  such  a  department  the  prime  neoeesity  is,  of  ooune,  the 

,  who  must  be  a  well  trained  teaeher  who  understands 

...4al  individuals  and  not  only  knows  various  handicrafta  but 

also  teach  her  pupils  to  produce  articles  which  have  a  sale 

.  department  will  not  be  a  suooesa  nnlew  the  patients 

.  ..ave  of  economic  return  for  their  efforts  while  working 

apartment.    The  result  hoped  for  is  such  a  readjustment  of 

ividual  as  shall  later  make  possible  positions  in  regular 

.  ..i;ii  lines.    This  will  be  poesible  in  a  considerable  number  of 

•  s,  but  if  this  cannot  be  accomplished  at  least  there  will  be 

'  out  the  reasons  why  the  patient  can  not  readjust  and  so 

offiible  a  working  plan  for  continued  treatment  in  »r  '*•!«  of 

tution. 

lie  patients  cab  get  on  very  well  under  such  eontim. 
is  a  department  of  occupation  gives  and  can  « 
to  their  own  support  while  they  would  otherwise  ) 
nt.    Anotlicr  group  of  patients  will  be  found,  after  a  period 
1  the  dcimrtment,  to  be  a  menace  to  themselves  or  to  the 
itity,  and   with  the  information  gained  in  daily  contact, 
laent  to  a  state  hospital  is  made  possible.    Still  other  pa- 
loeding  hospital  care,  who  will  not  at  first  consider  it,  can 
induced  to  go  as  voluntary  patients. 
1  hon  th(>n«  is  a  group  who  are  not  a  menace  to  themselves  or 
coiiunuiiity,  living  in  their  own  homes,  chronic  shut-ins,  whose 
-H  can  be  made  much  happier  by  occupations  which  can  be  taught 
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Uwm  I7  A  field  teacher;  the  economic  return  may  be  very  little  or 
nothing,  but  there  ia  a  distinct  therapeutic  effect  which  will  at  1* 
for  lees  complicated  family  situations  and  ccrf  ainly  add  to  i..; 

total  of  human  joy. 

The  following  case  histories  taken  from  our  records  may  serve 

to  illustrate. 

Pbophtlactic 

In  the  fall  of  1914,  a  Syrian,  30  years  of  age,  came  to  the  United  States  \ 
hie  wife  and  children.    He  was  unable  to  speak  the  English  language  and  f 
Ciiaodi  ae  be  bad  were  unable  in  that  time  of  financial  depression  to  find  any  work 
for  him.    He  bad  a  little  money  which  gradually  disappeared.    He  had  Ix*"" 
trmined  to  work  in  metals  and  had  brought  with  him  to  this  country  a  little  h^ 
ol  ahrer  Jeweby,  thinking  by  the  sale  of  this  he  could  increase  his  capital,  but  ne 
04  mQ  it  because  he  knew  of  no  market.    He  became  more  and  more  de- 
•nd  finally  so  deeply  melancholy  that  his  wife,  fearing  he  would  take  his 
ova  liis^  appnaltd  to  some  Syrians  whom  he  knew.    One  of  these  Syrians  was  a 
patient  of  the  Mental  Hygiene  Society  and  brought  this  man  to  the  office.    He 
WM  asot  to  a  physician  for  physical  and  mental  examination  and  returned  with 
a  ilalement  that  bis  melancholy  was  probably  due  to  his  inability  to  obtain  em- 
ployment and  the  prescription  was  work. 

Work  was  pRnrided  for  him  in  his  own  line  in  the  occupational  department. 
U  WM  posaMe  to  find  individuab  interested  in  the  silverware  and  some  was  ^  " 
ly  bringing  in  a  little  money;  orders  were  secured  and  the  i 
to  look  upon  life  from  an  entirely  different  viewpoint.    Du 
this  time  the  statements  made  by  the  patient  were  verified  and  at  the  end  of 
a  portion  was  found  for  him.    Very  shortly  he  was  promoted  and  things 
fono  well  with  him  ever  since  until  now  he  is  part  owner  of  a  prosperoui< 
pooery  business  in  a  neighboring  city  and  is  very  sure  that,  but  for  the  under- 
standing aid  given  at  his  time  of  special  stress,  he  would  have  taken  his  own  life, 
for  he  was  oonTinced  that  if  he  were  out  of  the  way  his  wife  and  children  would 
be  eared  for  bj  kindly  dispoeed  individuals,  but  that  an  able  bodied  man  should 
be  nif "Supporting. 

VOLUNTART 

Pfetieni  refen«d  by  another  agency  in  the  following  letter: 

We  would  like  to  refer  to  you  the  case  of  A.  P.,  17  years  old,  living  t* 

.   Tbere  is  a  history  of  insanity  in  the  family  and  one  of  the 

girls  is  very  nervous.     A.  has  lately  developed  a  mania  for  cleaning  rv 
lUag  around  her. 

She  had  a  position  in  an  office  but  finally  could  not  be  persuaded  to  uu 
eaything  but  dean  berdeak,  etc.  and  had  to  be  dismissed.   She  does  the  sam^ 
in  her  home  and  her  mother  feels  she  is  getting  worse.   She  is  perfec 

tnfar. 

Win  you  kindly  let  us  know  what  you  can  find  out  about  her.    Ii 

r,  G.,  13  years  old,  is  one  of  our  patienta  at  one  of  the  dispensaries. 
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vtl  wM  BMde  at  the  bont  and  an  faiterriMr  wHIi  ll 

»'  facln: 

..iiou  torn  in  Gcrmasy.  no  reUthrcs  in  AamHm.    FMImt,  bfittMil  but 

V  erratk),  weD-born  but  ool  in  Utot  wHh  bit  fuaQy.    Bad  beta  ■ildititil  lo 

ii>»  uM  ol  aleobol  for  *  great  numy  ytnim.    Foor  jhm  biloft  bid  dM«M  bii 

wife  and  ebUdren.    Motber,  bard-^voridai,  f*'*^^^  oC 

•  d  in  bar  abfldm,  and  aaxioua  to  do  all  iba  oonld  for 

.«nt  bad  baan  vary  bright  in  aebool,  alood  at  tba  baad  of  bv 

»yB  ineUnad  to  ba  narroua.   8ba  laft  aebool  wbao  ia  tba  Mfatb  pada  a*  U 

rt  of  ag»  to  go  to  woriL  in  oidar  to  halp  out  tba  faaaily  taMoaM,   M  tol  dM 

|iior«  worlc  in  a  factory  but  it  had  Mwniid  very  bard  for  bar  and  wee  ghrea  op 

"  "  t*<)ettion  in  an  office  waa  found.    A  few  montha  prarioua  to  our  arorbar'a 

.  iri  in  thia  oAee  bad  auifered  from  some  eniptioo  on  bar  face  and  body. 

-    *  'I  great  deal  about  thia  and  began  eonetantly 

utber.    Finally  the  bad  to  leave  bariporfc 

.tuiing  her  elotbea.   She  would  eH  fai  only  one  cbair  in  the 
ntly  waabed  and  would  nol  allow  any  ooe  to 
her  own  nenroue  eoodHioo,  fell  that  the  waa 
r  treatment.    Appeared  to  ba  very 


»  t>(*tirologiet  waa  arrangMl  and  be 

•Hi  was  intereated  and  the  patient  waa  eaot  for  ait 

nil  iur.s])edaltreataMnt   At  tba  end  of  that  time  abe 

iiui  upon  adriee  of  the  neurologiet  waa  given  work  in  our  < 

She  waa  atiU  eomewbat  ^t******"***  but  waa 

iwovered  that  ehe  bad  eooeidvable  artiatie  takBt.   Thia 

the  eale  of  baakala  wbieb  eba  made  and  cbUdrai'e 

;idabletoeamfiom|7i)OU>iOiX>aweelL  Improve 

extended  over  a  period  of  eight  or  nine  wiowtha. 

;.  letovery  teemed  to  be  complete  and  the  patient 

<T  former  position  in  an  ofiee  where  after  two  yean  eba  ia 
'    *    n  and  eandng  a  good  wage.    In  additioa  to  thia 
ta  ;i  art  aebool. 


Referred  by  Bureau  of  Oocupationa  where  patient  had  gone  frequently  to 
^Mure  employment  She  waa  a  woman  50  yean  of  ag^  bom  in  the  United  Btatee, 
Iked  reoaived  high  eohool  and  normal  aohool  adueation  and  had  followed  the 
«Kwipetioo  of  praetical  nuna.  She  waa  unmanied  and  a  Ptotaatant.  When 
interviewed  aba  waa  very  nervoue  and  eamitabla  It  waa  dieeowad  that  ber  iy» 
wgbt  was  considerably  impaired  but  she  refueed  to  eee  an  oeaUet.  Tba  badlady 
«Hcfe  she  had  lived  for  eome  time  had  found  her  veiy  difieult  and  paauttar.  She 
^  in  aireaxB  eome  thirty  or  forty  doOan  for  room  rent  but  the  landtedy  alaiad 
;*at  was  strictly  hooeat  and  that  if  aha  aecured  employment  would  pej  bar  debts 
Mt  that  she  had  been  idle  many  naontha.  She  would  not  do  auniBg  in  a  family 
^Mire  then  was  aoy  boun  work  and  would  not  even  take  can  of  ber  own 
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It  mm  Um  kndUdbr't  opinion  thai  the  patient  was  incapable  and  inefficient.  It 
WM  fooDd  thai  ibe  was  making  an  effort  to  bring  suit  against  an  employment 
bwA  tot  haviiv  refen^d  her  to  a  position  as  a  domestic.  Work  at  soiling  and 
flM^ii^  flBvelopes  was  seoured  for  her  but  her  employers  were  unable  iu  keep 
IHf  ^  ^9  was  so  flortremely  difficult.  At  our  request  she  was  examined  by  a 
mMiihubt  who  stated  that  she  had  decided  defects  and  was  a  social  problem 
b«i  hardly  an  institutional  case.  He  advised  work  in  our  occupational  dopart- 
m^A.  As  it  was  eoctremely  doubtful  that  her  earnings  would  support  her  an 
hiUiiWlid  fdief  acaociy  ooflpecmted  with  us  in  this  experiment  so  that  the  patient 
vould  have  an  adequate  income  during  the  period.  In  the  work  in  this  depart- 
BMBi  H  was  found  that  not  only  eye-sight  but  also  hearing  was  defective  and 
il^  she  was  utterly  unable  to  adjust  herself  to  any  ordinary  situation.  She 
would  maka  no  attempt  to  do  the  work  provided  and  was  constantly  complaining 
of  work,  teachan,  other  workers  and  food.  She  became  very  indignant  when  it 
was  suggeitod  that  an  examination  of  her  eyes  might  make  it  possible  for  her  to 
jmiic  ^aass  which  would  make  things  easier  for  her.  She  was  unwilling  to  take 
my  type  of  work  but  that  of  companion  to  an  elderly  couple  and  unable  to  see 
thai  her  special  defects  would  make  it  impossible  for  her  to  get  on  in  such  a  posi- 
tioB.  It  was  discovered  that  she  was  known  to  many  physicians  who  all  felt  that 
she  was  not  responsible,  and  finally  she  had  become  finnly  convinced  that  her 
ill  will  J  to  get  work  was  due  to  persecution.  An  old  friend  of  her  family  wm 
IllMiimiiwI  hut  stated  that  he  was  unable  to  do  anything  for  her  and  could  not 
pat  us  fai  touch  with  anyone  who  would .  He  was  quite  sure  her  family  history  \' 
She  had  been  in  one  of  the  city  hospitals  two  years  previous  to  i 
the  result  of  an  injury,  had  been  very  difficult  and  irritable  and  had  been 
a  mild  mental  case.  Her  eyes  had  been  examined  with  diagnosis  of 
cataract  but  she  had  indignantly  left  the  hospital  when  an  operation  was  suggested. 
Sii  years  before  she  was  in  another  hospital  and  in  two  different  convalescent 
hones.    In  each  instance  she  was  reported  erratic  and  difficult. 

After  several  months  of  effort  to  adjust  her  to  conditions  some  relatives  wer< 
found  living  in  Chicago  but  she  would  have  nothing  to  do  with  them  as  she  con* 
iidwed  them  her  bitter  enemies.  Finally  a  position  was  found  for  her  in  a  depart- 
BMDt  store  for  the  holiday  season  but  she  remained  only  one  day  as  they  put  her 
in  the  toj  Motion  and  she  said  she  knew  nothing  about  toys.  Again  f) 
Bany  oomplainta  in  regard  to  the  people  with  whom  she  worked,  stating  t 
wao  the  victim  of  a  system  of  persecution  in  which  she  included  a  physician  who 
had  recently  befriended  her  and  all  of  the  agencies  with  which  she  had  any  deal- 
infi  as  well  as  her  relatives  and  other  individuals.  The  matter  was  again  taken 
Up  with  the  old  friend  of  her  family  who  still  felt  unable  to  do  anything.  Her 
physician,  after  this  period  of  intensive  study,  felt  justified  in  issuing  a  certificate 
UlnoH  and  papers  were  taken  out  for  commitment  to  the  psycbo- 
When  this  was  reported  to  the  old  friend  of  the  family  he  ww 
to  bo  indignant  as  he  did  not  feel  that  she  was  insane  and  thought  that 

I  other  provision  should  be  made.  Even  the  history  which  had  been  obtained 
oovcring  nine  years  of  inability  to  adjust  to  any  sort  of  living  conditions  was  not 
oonvindng  to  him.  He  was  told  that  any  arrangement  he  might  make  for  hf^r 
the  nooenary  financial  aid  and  supervision  would  be  sat 
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Damoo  to  Sblt  OS  Oomfuinrr 

Thit  am  wai  referred  io  ua  by  a  legal  aoeiely  wlMet 
over  the  telephone  thai  a  patient  waa  fai  their  oAoe 
r...iM  not  hold  a  poeitioo  beeauaa  wherever  ha  worked  Ua 

made  hie  emptoyera  dieohaife  Urn;  thai  reeenUy  he  had  been  in  the  Bride- 

«.  .1.  haTii^  been  eent  there  throoih  the  work  of  hie  iwamiM  Mid  no  fnnlt  of  hia 

own.   Thia  patient  reported  at  our  of&oe  and  proved  to  be  an  Bgyptlan,  SO 

old,  who  had  been  in  the  United  Statca  eight  yean  and  who  had  for  aome 

followed  the  oeoupetioo  of  ehip  eteward  or  houae  man.    Re  waa  able  to  make 

nelf  undantood  in  many  laagnagaa  but  viable  to  read  or  wiHe^  had  never 

nded  ecbool  and  had  no  relativea  in  thia  eountry.   He 

li\.i  I :.  l*aria  but  hnd  not  heard  from  her  for  yeaia.   AUofkb 

rckuvtsi  were  dead,  one  brother  having  been  killed  in  the  Boer  war.   Hehadbeen 

naturaliied  while  living  in  New  York,  had  held  podtione  in  different  dtiea  of  the 

'  -  ited  SUtea  and  had  apparently  never  ateyed  a  great  while  in  any  one  poiitkm 

had  been  mora  than  one  year  in  lUinoia.    Aa  he  waa  out  of  a  poeition  aad 

^led  work,  he  waa  employed  aa  janitor  in  our  olBee  wUla  an  iavvtiitirtioa  of 

^tUtementa  waa  being  made.    He  waa  found  to  be  a  very  good  woikar  bat  i»- 

<;d  to  be  aullen  and  eaaly  offended.  The  faet  waa  brought  out  thai  ha  had  bean 

;  loyed  in  one  famfly  in  Chicago  for  aix  montha.   Numeroua  atatamenle  whkb 

itade  in  regard  to  thia  family  were  found  to  be  without  foundation,  and  aa  he 

pemiaded  to  talk  more  freely  of  hia  troublea  it  waa  dieoovered  that  ha  feH 

family,  particularly  the  mietreai  of  the  houeehold,  waa  reipowibla  for  aD  of 

Ufficulties,  and  that  he  had  made  up  hia  mind  that  it  would  be  neeemary  lo 

t>  her  life  if  be  waa  to  have  any  wa0b  peace  of  mind. 

With  theee  faoU  eatablkhed  he  waa  enmined  by  n  qiedalial  who  ianed  n 

I  evtifieate  for  hia  ooomitment  to  the  payehopatUe  hoapHal  where  ha  waa  per- 

eoaded  to  go  by  one  of  our  field  wartoa.    Later  he  waa  eoBBBilted  lo  a  atete 

I  hoffiital  for  the  inaaae,  where  he  ia  now  under  care  and  traateMt 

Arm  Cabb 

Thie  waa  a  young  woman,  87  yeara  of  age,  bom  in  the  United  Stelei,  who  had  n 
h  ecbool  edueation.  Her  hiatory  waa  one  of  eonaiderable  inatabiiily  during  her 
idhood  and  early  womanhood  and  aha  waa  nnmmttted  to  the  ainte  hoipilal  in 
I  maniaoftete.  Paroled  during  the  firet  year  of  hoepitelreridenne,ebe  waa  relumed 
within  a  few  weeka  in  a  highly  exdted  oonditioo  and  had  bean  in  the  hoaidtal  ten 
^rs  with  no  history  of  any  mental  abnormality  after  the  ftisl  year.  She  wae 
'v  agreeable,  anxious  to  be  helpful  and  did  eieellent  needle  work.   Herielattvei 
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to  ghre  bar  a  trial  outaide  of  the  institution  when  given  assurance 
ibat  tbv  could  hare  the  help  of  a  specially  trained  social  worker.  She  was 
It  in  needle  work  and  later  was  given  training  in  certain 
in  work  for  which  she  seemed  to  have  a  hking.  At  first  freciuent 
made  to  both  relaUves  and  patient  in  order  to  reassure  them.  The 
patMOl  bat  bad  do  reomreooe  of  her  mental  difficulty  and  has  been  self-sup j>orting 
for  Ibt  paei  iia  ymn  ezoepi  during  two  very  severe  physical  illnesses  during  which 
ibe  WM  cared  for  in  a  general  hospital.  Both  relatives  and  patient  have 
for  advioe  upon  tbe  aodal  service  worker. 


Casework  in  mental  hygiene,  then,  is  of  benefit  to  the  individual 
aod,  in  cooperation  with  other  agencies,  to  the  family  and  to  the 
community.  But  it  has  another  and  even  more  far-reaching  fun^ 
lioil — for  the  records  honestly  made  with  proper  regard  for  "the 
Ylhie  of  evidence"  are  an  important  contribution  to  the  research 
worker  in  the  mental  field  where  so  much  still  remains  to  be  ascor- 
Uined  as  to  the  causes  of  certain  forms  of  mental  disease  an 
for  prevention. 


THE  FATHERLESS  FAMILY 

Br  Helen  Glenn  Ttson, 
Bute  Supenriior,  MotWi  AaiiUDM  Fimd  oC  PwotyivAnia. 


Before  the  movement  for  mothora'  pemton  lagialation  tprettd 

uver  the  United  States  after  1911,  there  were  two  general  forinausC 

administering  relief  to  fatherleas  families.    The  fifst  waa  through 

private  agencies,  many  of  which  have  for  more  than  a  deoade 

r«>aUsed  that  the  only  constructive  solution  of  the  poverty  problem 

i-esented  by  the  fatherless  famify  is  a  regular  allowanee  on  which  the 

widow  can  depend  to  free  her  from  worry  and  overwork  and  enable 

her  to  give  her  children  real  home  care.    The  other  form  of  admin- 

tering  aid  was  through  the  pubUc  agency  for  outdoor  relief.    Under 

!d  Poor  Laws,  meager  allowances  had  always  been  granted  to 

...uAS,  but  never  on  any  adequate  basis;  nor  had  the  public  ofll- 

lals  administering  this  relief  formulated  any  polieieB  aa  to  atandardi 

of  family  life  to  be  required  in  the  families  aided,  nor  defined  the 

quality  of  service  to  the  children  that  could  reasonably  be  demanded 

from  the  mother. 

While  a  few  states  have  developed  their  mothers'  penaona 

vstem  simply  through  an  extension  and  re-interpretation  of  the 

lii  outdoor  relief  laws,  the  general  form  of  the  new  pubUc  adminia- 

ation  of  relief  has  been  through  the  courts.    This  seemingly 

hauce  development  was  probably  due  to  the  fact  that  in  a  number 

>f  states  the  courts  still  have  jurisdiction  over  dependent  children 

'  !iat  one  of  the  best-known  Juvenile  Court  judges  in  the  coun- 

..as  the  first  to  make  an  effort  to  have  the  jurisdiction  of  this 

•>urt  extended  over  such  dependent  families.    Then,  too,  there  waa 

the  greatest  distrust  and  diroatisf action  with  the  old  outdoor  relief 

Agencies  among  those  interested  in  pubUc  welfare,  and  it  seemed  to  be 

he  easiest  solution  to  divorce  them  entirely  from  the  new  adminia- 

ration  of  this  form  of  aid.    The  states  that  have  reoently  passed 

"'Hters'  pension  legislation,  however,  have  realised  how  unaatia- 

y  administration  of  relief  through  the  court  is  apt  to  be, 

it  mothers'  pension  laws — notably  those  of  New  York, 

...ouia,  Delaware,  and  New  Jersey — have  created  an  en- 
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linly  new  piece  of  administrative  machinery  bafied  on  the  plan  of 
eouDliy  orgAnisation,  but  with  state  supervision  or  control.  These 
afforta  to  aepaimte  this  group  of  dependent  families  for  special  treat- 
meDt  rerad  a  new  realization  that  the  community  as  a  whole  is 
Urgely  to  blame  for  the  ills  that  afflict  individuals,  and  a  growing 
eoo\nction  that  from  the  point  of  view  of  self-interest  alone,  the 
state  must  assume  greater  responsibility  for  the  welfare  of  its 
efaildren.  In  1909  the  Royal  Commission  on  the  Poor  Laws  of 
jgfwiMtwi  recommended  unanimously  that  the  old  poor  law  machin- 
mj  ba  abandoned  and  a  new  public  assistance  authority  be  created. 
This  year,  1918,  in  the  midst  of  England's  most  costly  war,  this 
plan  has  been  actually  carried  out  and  the  new  plan  comprehends 
all  fonna  of  relief  and  special  provision  for  dependents  and  de- 
faotivea.^  ^ 

Our  new  Mothers'  Assistance  legislation,  haphazard  and  un- 
standardiied  though  these  efforts  to  meet  the  needs  of  fatherless 

through  pubUc  action  have  seemed,  has  nevertheless  these 
leant  effects:    definite  opportunity  is  offered  to  the  state  to 

the  causes  of  the  untimely  deaths  of  the  fathers,  at  the  verv 
time  ol  tbeir  greatest  usefulness  to  society,  industry  and  the  fan 
ily;  also,  the  chance  is  given  to  estimate  the  cost  to  the  state  of 
preventable  deaths  of  the  breadwinner  and  the  loss  entailed  by  the 
subsequent  dependency  of  the  helpless  family.*  With  these  facts 
aa  a  basis  for  further  action  mothers'  pension  legislation  should  soon 
be  taken  over  as  an  integral  part  of  the  larger  and  more  constructive 
plan  for  social  insurance.*  Yet  even  under  such  a  system  of  state 
ition  a  certain  number  of  young  fathers  will  continue  to  die 

deaths,  leaving  their  families  unprotected  by  any  form  of 
inauranoe  and  in  need  of  organized  assistance. 

When  the  average  individual  hears  the  term  "  widow"  if  he  does 
not  think  of  the  fictitious  person  named  to  obstruct  any  economic 
reform^  there  instantly  flashes  into  his  mind  a  type  picture  of  the 
"poor  widow"  of  sentimentalism:    a  frail,  hard-working  devot< 


'The  Death  Blow  to  England's  Poor  Law,"  The  Sum 

Mi.ai,i9ia,pp.6(»-Mi. 

*  lUpott  of  Spoeial  Inquiry  Relative  to  Dependent  Families  in  Massachu- 
MHi  RsoMns  Molhwi'  Aid,  1913-17,  Senate  No.  244,  pp.  77-141. 

•  Ffattl  Metion  of  report  on  work  of  Mother's  Assistance  Fund  in  Pennsyl- 
taala,  pamphlet  of  State  Board  of  Blducation,  in  press.  See  also,  Commons, 
i.  R..  and  Andrewi,  J.  B.,  "PrincipleB  of  Labor  Legislation,"  pp.  40&-409. 
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mother,  Ijcnding  over  a  wMh-tub  and  ■urrouodad  by  a  kurfB  group 
of  hungry  children.  While  there  are  do  more  ianoeeDi  and  pitiful 
•ufTerent  from  our  unorganiied  eocial  fyeieiii  than  the  widow  and 
orphan,  social  workera  know  that  there  are  aa  many  kiiida  oC  widowa 
an  there  are  kinds  of  women.  At  one  end  of  the  line  is  the  capable 
mother  who  will  make  any  sacrifice  to  keep  her  children  with  her  and 
rear  them  in  decency  and  comfort;  at  the  other,  the  weak  or  Tieiooi 
woman  who  will  exploit,  negleot  or  abandon  her  children  on  the 
"ligh test  pretext 

For  the  purpoees  of  this  paper  the  family  with  adequate  finan- 
cial  resources  is  not  considered;  nor  is  the  one  where  detenoralkm 
in  the  values  of  family  life  (whether  due  to  environmental  caoaei  or 
individual  defect)  baa  compelled  tbe  breaking  up  of  the  family  to 
lave  the  individuals  that  compoee  it  The  following  dieeuasioQia 
limited  to  those  fatherleaa  familiea,  where,  with  adequate  income,  the 
children  bid  fair  to  become  normal  uaeful  dtiaena  under  their 
mother's  care. 

Whether  relief  to  a  fatherless  family  is  administered  through  a 
public  or  a  private  medium,  there  are  certain  prerequisitea  of  aa- 
sistance  which  all  agencies  endeavoring  to  follow  modem  meihoda 
of  social  service  have  established.  Investigation  should  not  atop-^ 
aa  all  too  frequently  in  the  past, — with  the  proof  of  the  fact  and 
degree  of  need  of  the  family.  A  full  consideration  of  the  financial 
resources  available  in  the  way  of  help  from  relatives,  property  or 
money  owned  by  the  widow,  her  own  or  her  children's  ability  to 
contribute  without  harm  to  the  support  of  the  family  is  of  course 
essential.  But  the  value  of  the  family  life  measured  through  a  con* 
■deration  of  the  mother's  mental,  moral,  and  physical  fitness  to 
ng  up  her  children  must  also  be  determined  by  inveatigalion. 
...vHifltance  should  not  be  given  in  families  where  the  mother  is 
mentally  unsound  or  defective,  morally  weak,  or  phyaieally  unable 
e  the  children  decent  home  care.    Finally,  investigation 

.. ;  show  the  basis  of  a  plan  for  the  future  welfare  of  the  family. 
ter  the  decision  to  grant  assistance  is  made,  the  social  eaae  treai- 
ient  of  the  family  should  be  organised  about  this  plan. 

In  any  family  the  elements  of  normal  life  are  disrupted  by  the 

ith  of  the  breadwinner.    His  loss  is  more  than  the  lose  of  a  pay 

i)e.    At  this  stage  of  the  social  and  economic  development 

ifi  iho  removal  of  the  father  of  the  family  is  apt  to  have  a 
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effect  upon  the  family's  solidarity.  His  loss  is  felt  in 
IIm  BuJdog  of  pUns  for  the  spending  of  the  income  effectively  as 
well  M  in  the  loss  of  the  income  itself.  There  is  great  need  of  his 
diieipline  and  advice  in  the  training  of  the  children,  especially  in  the 
mm  of  growing  boys.  In  certain  foreign  groups  particularly,  where 
Uie  status  of  woman  is  regarded  as  so  much  lower  than  that  of 
man,  it  seems  almost  impossible  for  a  mother  no  matter  how  do- 
voled  and  earnest,  to  control  and  guide  her  restless,  adolescent  son 
Often,  too,  the  father  has  been  the  one  to  attend  to  such  business 
as  the  payment  of  rent  and  insurance  dues,  the  one  to  ar- 

for  necessary  medical  care  for  the  children.  The  father  also 
gives  the  family  a  certain  social  and  economic  status  in  the  com- 
munitgr  through  his  relation  to  labor  organizations,  employers,  and 
|miitiflifi"f  His  advice  at  the  time  the  children  begin  to  enter  in- 
dnstiy  and  to  choose  occupations  for  themselves  is  usually  sorely 
needed.  To  supply  all  these  weaknesses  in  the  family  life  is  the 
task  of  the  social  worker  who  administers  relief  to  the  family  and 
supervises  their  welfare. 

In  many  ways  the  fatherless  family  offers  the  ideal  group  for  a 
demonstration  of  the  value  of  social  case  treatment  provided  that 
the  assistance  given  is  adequately  and  wisely  planned.  The  Home 
Service  of  the  Red  Cross  bases  its  strong  claim  to  serve  the  families 
of  soldiers  and  sailors  on  similar  grounds.^  A  growing  family  of 
normal  children  offers  every  opportunity  for  constructive  study  and 
guidance.  The  mother  is  free  from  the  strain  of  child  bearing  and  as 
the  children  grow  older  can  give  more  attention  to  the  development 
of  family  life.  The  fact  that  the  income  is  adequate  and  steady  and 
not  open  to  fluctuations  due  to  unemployment,  illness  of  the  bread- 
winner, or  personal  weaknesses  on  his  part  such  as  drunkenness  and 
brutality,  enables  the  mother  to  gain  habits  of  foresight  and  thrift 
that  she  has  perhaps  never  been  able  to  develop  before.  A  study  of 
the  social  records  of  famihes  adequately  assisted  and  well  super- 
vised shows  that  in  many  cases  a  rise  in  the  standard  of  living  of  the 
family  has  actually  been  achieved.  Certainly  there  can  be  no  more 
iatisfyini^result  in  social  case  treatment  than  the  "  graduation"  of  a 
widow's  family  into  complete  independence,  with  fuller  social  co 

good  educational  grounding,  and  a  well-rounded  family  life. 
After  investigation  has  established  the  fact  and  degree  of  need 

•  A.  a.  C.  201  '^  Mftoual  of  Home  Service."    Second  edition,  pp.  13-46. 
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of  the  family,  diMOvered  ail  available  aod  lagitliiiAta  tmonnm  to 
meet  that  need,  and  found  that  the  mother  it  menUliy,  mormlty, 
and  physically  fit  to  perfonn  her  normal  dutlfli  to  her  ohildreo,  the 
firat  step  in  the  plan  for  future  tupenriMii  ia  the  90uMitn$km  ol  a 
SOP  1  basis  on  which  the  family  should  be  maintaintd. 

in:  it  is  stiil  true  that  most  falherlas  families  do  not 

some  to  the  attention  of  any  social  afsneiss,  pobtte  or  private,  until 
some  time  after  the  death  of  the  man.  This  period  is  sihBOil  stto 
to  be  one  of  family  deterioration.  The  strain  of  the  falhsr^  HhMM 
and  death,  the  pressing  need  of  the  neoessities  of  life,  the  demaiids 
on  tiie  mother's  time  and  strength  from  her  effort  to  sa|iport  tho 
family  and  maintain  the  home  all  tend  to  involve  her  in  diilieulties 
that  she  could  not  surmount  alone.  Through  the  widow's  short 
sightedness  or  total  ignorance  of  the  world  of  bysiness,  the  insttfmnee 
money  slips  in  a  few  weeks  through  her  fiafsrs.  Doiens  of  instanees 
san  be  described  by  social  workers  where  a  designing  "friend"  of 
the  husband  has  taken  advantage  of  the  widow's  ignoranoe  to  ap- 
propriate the  larger  part  of  the  small  lump  of  insitranee,  or  where 
well-meaning  neighbors  or  friends  have  given  her  just  the  land  of 
advice  most  certain  to  deplete  her  little  fund.  The  usual  bad  in- 
vestment of  this  sort  is  eitiier  the  buying  of  a  home  under  a  heavy 
mortgage  in  a  congested  or  neglected  neighborhood,  chosen  with  no 
consideration  of  sanitation,  neighborhood  conditions,  or  nearness 
to  work  and  school;  or  the  expenditure  of  the  few  hundred  doOavs 
for  stock  for  a  little  store.  In  hundreds  of  such  instances  the  stoek 
has  soon  been  sold;  there  is  of  oourse  no  capital  to  replenish  it; 
and  finally  the  little  store  closes  and  the  family's  small  leseive  fund 
i  rushes  with  it. 

It  is  surprising  to  social  workers  to  iind  how  frequently  women 
have  not  been  allowed  by  their  husbands  to  handle  money  even  for 
0  household  needs.    Obviously  it  takes  a*  certain  amount  of  fore- 
i;ht  to  save  ahead  for  the  rent  and  insurance  and  even  more  to 
aHse  that  furniture  or  other  household  neeessities  bought  on  the 
stallment  plan  are  not  a  good  investment.    Before  working  out  a 
iidget  of  living  ocpenses  for  the  famUy,  the  case  worker  usually 
tust  spend  some  days  in  discovering  what  the  family^  liabilities 
are,  and  in  straightening  out  a  tangle  of  unpaid  billa,  lapsed  in- 
surance policies,  and  installment  chargss. 

After  the  existing  economic  resources  of  the  family  are  di»- 
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the  next  consideration  involvee  deciding  which  of  thrs<  i 
lecitiinete  aaeeta  that  can  be  counted  on  for  the  future,  and  which 
pari  of  the  income  should  be  cut  off  or  decreased  for  the  well- 
being  of  the  family.  In  many  states  the  law  determines  the  max- 
imum amount  of  property  and  money  a  widow  may  have  and  still 
be  eligible  for  assistance.  There  is  some  difference  of  opinion  and 
hB0}  provision  on  this  question,  varying,  for  example,  from  the 
law  in  Illinois  where  a  mother  is  disqualified  for  assistance  if  she 
poMeesn  any  property  and  money,  to  California,  where  a  maximum 
of  five  hundred  dollars  in  cash  and  a  thousand  dollars  in  properi 
is  allowed.  The  consensus  of  opinion  seems  to  be  that  some  equity 
in  property,  provided  it  is  the  widow's  own  home,  tends  to  add  to  the 
ielf-reepect  and  thrift  of  the  family  and  to  keep  them  in  the  noigh- 
borbood  and  town  where  they  have  l)ecome  established  and  where 
all  their  natural  social  contacts  have  been  made.  The  sacrifice  of 
a  bome  to  most  people  brings  great  discouragement  and  the  feeUng 
of  loes  of  social  standing.  Then  too,  many  instances  prove  that  it 
would  have  been  actually  cheaper  to  assist  a  mother  who  owns  her 
home,  provided  the  home  was  suitable  to  the  family's  needs  and  not 
deteriorating  in  value,  than  to  insist  that  she  sacrifice  it  at  a  forced 
sale  only  to  become  a  heavier  charge  on  the  community  later. 

In  the  matter  of  money  in  the  bank,  since  for  the  sake  of  econ- 
omy  in  the  distribution  of  available  funds  the  amount  of  the  monthly 
grant  must  be  based  on  a  necessity  standard  of  living,  a  little  surplus 
is  invaluable  for  meeting  emergencies  of  sickness  and  accident  that 
eoottantly  arise  in  a  family  of  young  children.  This  small  reserve 
ittm,  however,  should  never  be  regarded  as  a  source  of  income  to  h^ 
drained  gradually  through  an  inadequate  grant;  and  the  un(i( 
standing  with  the  mother  should  be  that  it  is  only  for  emergency 
needs.  Yet  there  is  no  doubt  that  its  possession  adds  to  her  feelir?' 
oC  independence  and  security  from  want. 

In  considering  the  question  of  relatives  as  a  source  of  income  the 
tendency  seems  to  be  for  public  agencies  to  take  a  different  attitude 
from  that  held  by  private  societies.  If  relief  is  given  by  a  public 
■0Miey  the  attitude  of  the  community  usually  is  that  a  widow's  rela- 
tivea  like  other  citixens  of  the  state  are  contributing  to  her  need 
through  taxes  and,  except  where  the  law  holds  them  legally  respon- 
•ble  for  her  support,  that  they  have  a  right  to  claim  exemption  from 
tbat  responsibility.    There  are  of  course  many  cases  in  which  rcla- 
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iivee,  not  retponaible  under  the  law,  liAve  willingly  ahaiwd  with  a 
public  acoDoy  a  part  of  tba  NKmomio  buidflii  id  tha  family.  The 
innsteooe  of  private  aoendet  on  the  fuUatl  poaibla  aid  frooi  rela> 

1  ves  is  founded  on  the  belief  that  only  through  the  anforeed  mam 
vi  mutual  responsibility  can  family  solidarity  be  iiiaiiitaiDed«  and 
that  loyalty  to  one's  own  kin  is  a  human  value  wUeb  mart  not 
l>c  allowed  to  go  to  waste.  Whether  such  human  values  are  actu- 
ally enhanced  by  ineieteDoe  oo  financial  help  from  relathrei  already 
struggling  to  make  ende  meet  ia  open  to  queelioo.*    Tbere  is  no 

leetion,  however,  that  the  financial  and  social  status  of  tiie  rela- 
li  '  '  V>e  determined  and  their  help,  particularly  in.  other 

t }  ways,  enlisted  for  the  family. 

<  )ne  of  the  first  methods  of  increasing  income  to  which  the  needy 

A  turns  is  the  keeping  of  men  lodgers.    Through  bitter  experi* 

vcr  many  years  and  with  a  large  number  ai  families,  eocial 

vN  orkers  arc  un(|ualifie<l  in  their  disapproval  of  this  method  of  adding 

to  t  hr  ;  Aside  from  the  fact  tliat  the  presence  of  any  Hf^«*gT 

hiKA  a  iiig  effect  upon  the  family  life  there  are  many  general 

•ii8t(lcration8  that  render  the  policy  a  bad  one.  The  effect  of  the 
men's  influence  on  the  growing  boys  is  often  bad,  the  difficulty  of 
making  decent  nleeping  arrangements  in  a  small  house,  and  the  aot- 

1 1  danger  of  physical  violence  to  the  wonum  or  the  little  girls  in  the 
luniily  must  be  considered.  Quite  often  oompanionahip  and  pro- 
piniiuity  lead  to  intimacy;  and  illegitimate  children  make  the  fam- 
ily problems  more  difficult.  Even  close  supervision  cannot  ward 
off  these  dangers.  In  the  case  record  of  a  family  which  has  been 
under  the  supervision  of  one  of  the  beet  private  ageoeies  in  the 
country  since  101 1  we  find  the  following  significant  entries: 

10/2/11,  Widow  s  ptJticuUrly  swwt,  spptsKag 
axm!  most  AitrAotlvs.    On  aooount  of  Ugh  type  of 
h«  to  koip  her  three  botfdan.    Tbqr  ere  s  good  cl 
duUrea  end  helpful  with  than.    When  the  ehikiren 
the  boerden,  takes  them  to  the  hoapHel. 

lO/aO/18,  State  Dkpeuery  raporte  that  they  su^ieel  pn^MBOiy.    TUi  was 
'  nftrmed  kter  by  a  priTate  phyMoian. 

'2  17  14,  Henry,  12,  removed  by  JuYenile  Court 

.'>  2  11,  Tony,  10,  reoiovod  by  Juvenile  Court 

7/7/16,  PbhMy,  10,  removed  by  Juvenile  Court 

•SMdteeunion"A  Mkplaced  Burden,"  Ckmiiim 9mdtktCt  m ii,  Oot  It, 

l<K)6,p.ll8.    SmwhoL  Rubinow,  "Social  Ineuraae^"  pp. »ia-81ft. 
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AoeordiDK  to  the  other  entries  in  the  record  this  family  shows  a 
rfoir  but  tiflftdy  deterioration.     If  a  firm  stand  on  the  lodger  ques- 
UoD  hftd  \ycen  taken  in  the  beginning,  immediately  after  the  hus 
Ij^tH'f  donth.  it  is  possible  that  the  breakdown  might  not  hav. 

OMUII^l 

Another  usual  source  of  income  for  the  family  and  one  to  Ix 
oOMJilnrri  most  carefully  is  the  mother's  own  earnings.     In  jud^^ 
iaf  whether  or  not  a  mother  receiving  assistance  should  contribut< 
to  the  famfly's  support,  exactly  the  same  considerations  should  hoi' 
ibfti  govern  any  mother's  decision  about  work  outside  the  hoiiK 
That  is,  the  question  of  whether  she  should  add  at  all  to  the  family 
inoomo  and  to  what  extent,  should  be  decided  by  a  study  of  the  ap< 
and  number  of  the  children,  the  condition  of  the  mother's  healtli 
the  proviaion  of  care  for  the  children  during  her  absence,  and  als( 
her  own  inchnaiion,  capacity  and  past  habits.     No  intelligent  plan 
aboal  the  mother's  work  can  be  made  unless  the  amount  which  she 
adda  to  the  family  budget  be  regarded  as  of  secondary  importance  1 ' 
these  other  determining  questions. 

Study  of  the  industrial  conditions  of  working  mothers  hn- 
shown  that  the  large  majority  are  employed  in  unskilled,  un- 
■tandsrdiied  work  at  the  lowest  wages  and  for  the  longest  hours.  * 
Office  cleaning  seems  to  be  the  work  usually  condemned  by  social 
workers  for  the  mother  of  young  children  on  the  ground  that  it  is 
estremely  fatiguing  and  comes  at  just  the  time  of  day,  morning  and 
evening,  when  she  is  most  needed  by  the  children.  Of  course,  a 
busy  mother,  who  works  at  night,  finds  it  very  difficult  to  get  the 
proper  amount  of  sleep  during  the  day  and  at  the  same  time  perform 
her  bOQsehold  duties  and  give  her  children  the  proper  care.  There 
is  also  a  frequent  temptation  to  the  fatigued  mother  in  going  through 
the  streets  in  the  cold  and  dark  to  take  a  stimulant  or  make  un- 
desirable acquaintances.  The  fact  that  even  trained  social  work- 
ers are  sometimes  strangely  blind  to  the  dangers  involved  in  per- 
mttiing  the  mother  to  do  this  kind  of  work  is  shown  in  the  following 
extracts  from  the  case  record  of  an  assisted  family : 

^c^hm  with  S  chUdren,  rangiiig  from  15  months  to  9i  years. 
S/5/15  M.  working  at  K.  A  B.  Dept.  store  4  hours  every  evening.    ReoeiveB 
lladaj. 

•KaUMrioe  Anthony,  "West  Side  Studies:    Mothers  Who  Must  Earn. 
B.a  F.  Av«^il«MoialM,  June,  1914,  p.  163. 
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1/18/16,  VWUir  found  a  mui  iiitini  i  Um  kUdM  tebto  fai  IIm 
Said  bt  lodfid  in  iht  iMM  boiM  and  waiobod  Um 


8/aO/lO,  PvUtion  filed  in  Juvwik  Cmvt.    CUdrai  D^iaUd.    MoUmt 

While  other  factors  than  the  motlier  h  ijignt  worl(  probml>lj  coo- 
tributed  to  the  doterioratioD  of  thin  family  it  is  eimr  from  the  aotries 
in  tlie  record  that  it  was  the  chief  cause.  If  it  is  neoessftry  and  de- 
sirable that  the  mother  supplement  the  iDoome,  the  oonscsisiii  of 
opiuioD  seems  to  be  that  sewing,  fine  laundry,  or  the  ears  of  other 
dependent  children  are  more  desirable  than  the  usual  forms  of  work 
because  these  occupations  do  not  demand  fixed  hoore  of  labor,  and 

an  be  carried  on  at  home  while  !^  is  attending  to  her  famflr't 

••eds. 

The  question  of  the  contriDutinn  ut  worKing  cnuurcn  to  tnc 

iiuily  income  is  one  that  can  be  summarised  briefly.  In  order  to 
increase  the  family  income,  no  child  should  be  forced  into  work  pre* 
tnr':--^--,  or  under  conditions  that  jeopardise  its  health  or  future 
d<  ant.     It  is  equally  true  that  a  ehild  should  not  be  permit- 

ted to  contribute  more  than  a  reasonable  amount  of  its  wafes  to  the 
support  of  the  family  and  should  not  be  nuuie  to  feel  that  the  family 
is  dependent  on  its  earnings  to  an  undue  degree. 

After  the  family  resources  in  property  and  money,  financial 
hr'    *"  ■  s,  and  ways  in  which  the  mother  and  children  may 

ftti  family  income  are  considered,  the  queetioD  of  the 

budget  on  which  the  family  may  be  exoeoted  to  maintain  a  good 
family  standard  must  be  decided.  There  is  no  doubt  that  eootiiH 
U0U8  and  adequate  relief  can  be  used  as  a  lever  to  lift  family  itaiid- 
ards  of  living,  and  that  it  is  not  money  aid  in  itself  but  the  method 
of  administering  it  that  may  do  harm.  One  of  the  arguments  agdnel 
public  assistance  is  that  it  lacks  the  ehtfttdty  of  prirmte  relief  and 
cannot  easily  be  adapted  to  the  changing  needs  of  the  family.  But 
this  is  equally  true  of  the  weekly  wage  of  the  liather,  and  the  average 
family  must  plan  on  a  fixed  sum.  The  leeling  of  eecmity  which  a 
fixed  monthly  or  weekly  allowance  gives  to  a  widow  enables  her  to 
develop  thoee  qualities  of  foresight  and  thrift  by  which  she  may  plan 
ahead  for  the  winter's  coal  or  the  next  month's  rent. 

So  much  scientific  and  detailed  work  has  been  done  on  bodgsi 
planning  for  assisted  families  that  it  is  unneevBsry  to  describe  it  here. 
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Hm  one  basic  pnnnple,  however,  is  that  the  amount  granted,  if  ex 
panded  with  reMonable  care,  must  be  adequate  to  ensure  main 
Dafic«  of  bedth,  working  efficiency,  and  a  good  standard  of  famil 

life. 

It  IS  no  eiaggeration  to  say  that  there  is  hardly  a  family  apply* 
ing  for  MBisianoe  in  which  at  least  one  member  does  not  show  si 
of  malnutrition  or  disease.  In  the  mothers  the  strain  of  chi 
bearing,  over\^'ork,  worry  and  enforced  neglect  of  the  simpl 
rules  of  hygiene  have  often  resulted  in  chronic  functional  disorde 
or  in  conilitions  requiring  surgical  care;  varicose  veins,  gynaecolo, 
ical  and  digestive  disorders,  flat  feet  and  cardiac  trouble  are  ailmen 
to  these  mothers.  Among  the  children,  disorders  due 
and  under-nourishment  are  prevalent  and  there  is  g 
need  for  the  medical  treatment  of  skin  diseases,  throat  conditio 
anemia,  eye  strain,  and  other  disorders  that  may  result  in  serio 
retardation  in  school  and  later  in  industrial  efficiency.  To  m 
these  health  needs  the  aid  of  private  physicians,  hospitals,  conv 
leseent  homes  and  sanatoriums  must  be  enlisted. 

In  outlining  a  plan  for  supervision  for  a  fatherless  family  it  I 
well  to  decide  what  changes  in  the  family  life  should  be  made 
oaee.    Even  if  emergency  aid  only  is  given  for  a  few  days,  it 
often  wise  to  withhold  regular  assistance  until  a  child  who  has 
illegally  employed  is  back  in  school,  the  man  lodger  eliminated,  an 
in  some  cases  until  a  member  of  the  family  in  urgent  need  of  medic 
earo  is  actually  under  treatment.     When  regular  assistance  begins/ 
the  mother's  hours  of  work  should  be  changed  at  once  to  meet  the 
plan  for  proper  home  care  of  the  children.     Other  changes,  such  as 
the  improvement  in  the  school  records  of  the  children,  training  the 
in  budget  keeping,  and  securing  dental  care  for  the  family, 

require  months  of  regular  visiting  and  patient  effort. 

In  this  attempt  to  ensure  the  progress  and  welfare  of  the  fam- 
ily it  is  perhaps  unnecessary  to  say  that  the  advice  and  help  of 
school  teachers,  former  employers  and  relatives  ar< 
Other  social  agencies  can  often  render  the  special  kind  of 
that  is  required  to  fit  some  particular  need.     A  housing  af 

ttion  may  be  consulted  about  a  sanitary  home  in  a  good  n* 
borhood;  a  visiting  nurse  called  in  if  there  is  sickness  in  the  fanm  > , 
a  Yoratinnal  guidance  bureau  requested  to  advise  the  cliildren  as 
they  approach  working  age;  the  interest  of  a  settlement  or  commun- 
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ity  center  enUtted  to  secure  reerealkm  and  wkkr  loeial  conUnto  for 
the  family. 

The  reading  of  a  oonMerabla  nomber  of  reeordt  of  aoisied 
familiee  in  aeiveral  dtiea  that  had  beao  ttodor  the  care  of  either  a  pob- 
lie  or  private  agency  thowed  that  there  are  atiU  ralaable  oyputtuui" 
tiee  in  foperviBion  that  have  hardly  been  touched.  In  many  eaaea 
the  influence  of  the  perBonality  and  ideals  of  the  dead  father  is  a  vital 
factor  in  the  family  life,  yet  •  isolated  inttamms  was  there  any 

n*ference  to  his  plans  and  an  .  .  ...s  for  his  children.  While  many 
reoortls  show  an  attempt  to  regulate  the  hours  and  worldngeonditiona 
of  the  mother,  there  were  practically  no  instances  where  she  was 
offered  the  opportunity  of  training  for  more  highly  skilled  and  better 
paid  work.  In  view  of  the  fact  tliat  she  is  usually  quite  young  and 
will  often  be  obliged  to  contribute  to  her  children's  support  for  many 
years  to  come,  it  would  seem  a  wise  eoonomy  to  eonsider  this  pot- 
sibility  of  increasing  her  earning  power.  While  the  children  are 
ofton  put  in  the  way  of  obtaining  healthful  pleasures  and  forming 
helpful  friendships,  the  same  need  in  the  life  of  the  mother  is  not 
consi(lere<i.  In  one  agency  a  special  effort  was  made  to  eneourafs 
the  mothers  of  assisted  families  to  join  mothers'  dubs,  attend  night 
school,  and  seek  some  social  connection  outside  the  home.  A  study 
of  one  hundred  records  of  this  agency  showed  that  at  the  time  the 
vas  made  eighty-five  of  the  one  hundre<l  mothers  w«re  highly 
as  and  depressed.  After  the  families  had  been  supervised 
and  aided  for  a  year  only  fifteen  of  the  eighty-five  had  failed  to  be- 

rful  and  self-controlled.  Certainly  this  remarkable 
- ...  .^  .--lit  have  been  due  to  goine  extent  to  tho  social  contaeta 
the  mothers  had  made. 

Assistance  and  supervision  of  fatherless  families  under  pristing 
community  organization  can  only  be  rendered  sueeessf  ully  by  trained 
social  workers;  but  in  most  communities  there  is  not  only  no  devel- 
oped social  consciousness,  but  no  one  who  knows  the  technique  of 
social  service.  It  is  clear  that  a  full  measure  oT  state  tuperridoii 
and  state  aid  is  badly  needed  in  all  such  communities.  A  social 
refonn  measure,  introducing  an  intricate  new  meehanim,  but  left 
to  the  isolated  local  community  to  administer,  is  doomed  to  in- 
effidency.    Payment  for  adequate  investigation  and  supervision  in 

I  unities  must  be  made  out  of  state  funds,  and  be  under 

>1  if  the  work  is  to  bo  successful. 
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It  hM  been  repeatedly  pointed  out  that  the  only  just  way  to 
•olve  the  problem  of  the  widow  and  orphan  is  to  reduce  their  numl  • 
liy  Making  to  keep  the  wage-earner  alive.    The  really  preventive 
I— riy  here  ie  aoeial  insurance.    The  insurance  principle  make? 
prenmture  deaths  expensive  and  so  tends  to  reduce  their  nuinbt 
Tba  inauraooe  method  is  also  effective  in  making  it  possible  fur 
tha  wage-earner  to  provide  for  his  own  wife  and  children  in  case  of 
hii  death,  without  leaving  them  to  be  cared  for  by  any  relief  agenr 
private  or  public. 

Hie  theoiy  and  even  the  practice  of  the  mothers'  pension  wov, 
are  more  doeely  identified  with  public  relief  than  with  the  preven- 
tiva  measure  of  insurance.    It  provides  state  grants  for  dependent 
on  proof  of  destitution,  for  the  purpose  of  enforcing  a 
of  state  guardianship  over  the  health  and  education  of  its 
wards.    As  has  been  shown,  emphasis  is  placed  on  moral  considera- 
tioos  as  well  as  financial  need.     Where  it  has  been  successfully  ad- 
it represents  a  new  and  fine  piece  of  pubHc  machinery 
effective  by  its  use  of  the  approved  methods  of  private 
With  the  thorough-going  social  reform  that  is  likely  to 
follow  the  war,  and  which  is  in  fact  already  under  way  in  England, 
our  antiquated  poor  laws  will  be  done  away  with.    The  unemployed, 
the  old,  the  sick,  the  invalid,  and  the  widow  and  orphan  as  well,  may 
soon  be  cared  for  democratically  by  social,  or  contributory,  insu; 
ance.    Yet  even  under  such  an  advanced  social  organization  there 
will  still  be  a  residuum  of  individuals  and  families  requiring  social 
ease  treatment.    It  is  to  be  hoped  that  out  of  America's  significai 
new  experiment  in  public  charity — the  mother's  assistance  work 
may  ultimately  come  a  superior  piece  of  public  relief  machinery  rr 
plactng  the  old  and  discarded  outdoor  relief,  and  embodying  all  tli 
principles  of  case  diagnosis  and  treatment  that  have  been  workr 
out  so  carefully  by  the  private  agencies  in  the  past. 
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By  Joanna  C.  Colcoro, 
HuparioteodaDt,  New  York  Cbarity  Ortiniiitino  nootQr. 

LKaAUBTiG  Conception  op  Dmbktion 
All  ( xaminntion  of  the  existing  litaimturo  on  family  dajcrtiop 


brinies  to  li^ht  surprisingly  little  regarding  the  prohlenMi  it 
to  tho  social  oeae  worker.  There  have  been  several  statistical  stud- 
iet»  of  its  occurrence,  and  innumerable  discussions  of  iU  treatment 
from  the  legal  side,  but  the  case  worker  in  search  of  technical  advice 
and  direction  browses  over  a  wide  field  with  comparatively  small 
result.  This  is  probably  due  to  the  fact  that  the  rise  of  the  domestic 
relations  courts  in  late  years  has  tended  to  turn  the  thoughts  of 
those  interested  in  the  problem  toward  the  legal  and  judicial  reme* 
dies  which  are  being  developed.  It  may  further  be  due  to  the  fact 
that  workers  in  the  field  of  adult  probation,  who  constitute  the 
specialised  group  of  case  workers  most  directly  interested  in  family 
desertion,  are  still  breaking  new  ground  and  have  not  as  yet  been 
able  to  make  the  contribution  to  the  Uterature  of  the  case  work 
movement  that  we  may  confidently  expect  to  have  from  them  in 
the  course  of  the  nd^  few  years. 

Whatever  the  cause  or  causes,  it  seems  true  that  desertion  is 
generally  written  about  as  a  breach  of  the  law,  to  be  dealt  with 
through  the  correctional  agencies  of  the  community.  This  is  not 
so  much  an  erroneous  as  a  distorted  view  of  the  problem.  It  fails 
to  take  into  account  the  loss  and  wastage  in  human  life,  and  em- 
phasises rather  the  financial  burden  of  dependency  which  is  laid 
upon  society.  Both  elements  of  course  exist,  and  must  be  recog- 
od  no  less  by  law>xr8  and  judges  than  by  social  workers  in  any 
•^ctive  program  for  the  treatment  and  prevention  of  desertion. 

It  may  aswell  be  admitted  that  the  hopes  which  social  workers 
entertained  at  the  beginning  of  the  domestic  relations  courts  move- 
ment have  not  been  in  all  respects  realised.  What  the  social 
worker  hoped  for  was  an  institution  which  would  administer  justice 
based  upon  the  principles  of  social  case  work;  but  while  much  has 
^'^n  gained,  we  still  fail  far  short  of  this.    The  law  still  insists  upon 

01 
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nptftiing  the  important  element  in  family  desertion  to  be  the 
dMorter't  evMion  of  his  financial  responsibility  and  the  render! ni; 
ol  his  family  a  public  charge.  That  there  can  be  degrees  of  culi> 
failtty  in  the  deoerter,  aside  from  the  financial  question,  is  nuo 
ahnion  tpptnot  to  the  legal  mind.  The  chairman  of  a  case  com- 
mtHee,  a  lawyer,  and  one  of  the  most  large-hearted  and  compassion- 
•leof  nmii  maintained  that  the  graver  fault  of  a  young  deserter  who 
had  left  his  wife  and  two  infants  penniless  in  a  strange  city,  while 
he  went  on  a  three-weeks  pleasure  trip,  lay  in  the  fact  that  he  had 
emhessled  fifty  dollars  from  his  employer  to  finance  the  excursion! 

There  is  still  much  confusion  as  to  the  location  and  extradition 
of  desertew,  and  in  most  cities  the  burden  of  finding  the  missing 
hushand  and  serving  the  summons  upon  him  is  still  unrelentingly 
plaeed  upon  the  shoulders  of  the  wife.     Extradition  from  without 
the  state  is  made  difficult  by  lack  of  appropriations,  and  by  the 
indifference  of  district  attorneys  who  feel  that  no  good  end  is  served 
by  bringing  a  man  back  on  a  felony  charge  to  serve  a  prison  sentence, 
OD  the  ground  that  **  he  will  be  of  no  more  use  to  his  family  here  than  i 
there."    A  study  made  by  Mr.  William  H.  Baldwin  of  prison  terms 
by  returned  deserters  indicates  that  these  are  not  usually  long 
to  act  as  a  real  deterrent.    Indeed,  so  involved  is  the  ques-  i 
tioo  of  extradition,  that  one  sympathizes  with  the  bewilderment  of  ■ 
the  social  worker  in  New  York,  who  said:  "As  far  as  I  can  see,  if  a 
man  deserts  and  goes  across  the  ferry  to  Jersey  City  he  is  guilty  of  a  * 
feloiiy,  but  if  he  gets  as  far  as  Buffalo  he  is  only  a  disorderly  person ! "  > 
Another  anomaly  is  that  contained  in  the  proposition  that  the  wife 
can  claim  abandonment  only  on  behalf  of  her  children.    A  man 
living  with  his  wife  and  five-year-old  boy  in  an  eastern  city,  eloped 
with  another  woman  to  a  city  in  the  middle  west.     The  couple  kid- 
napped the  boy  and  took  him  with  them,  and  the  distracted  motln 
hersit  of  both  husband  and  child,  had  no  recourse  in  any  coui 
the  father  was  continuing  to  provide  for  his  son. 

These  are  instances,  however,  of  shortcomings  in  the  law  rather  ' 
in  the  technique  of  dealing  with  desertion  by  correctional  ' 

Under  the  latter  heading,  unsatisfactory  results  are  most 
to  be  ascribed  to  the  reliance  which  some  of  the  courts  still  ' 
upon  the  contrasted  statements  of  the  husband  and  wife,  sup- 
ported H  may  be  by  the  testimony  of  their  respective  friends.    To 
the  legal  mind  it  may  seem  an  heretical  statement,  but  the  social 
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worker  iB  convinoecl  that  tetClmooy  oonatraing  family 
which  is  drawn  out  in  court,  and  unaupporiod  by  any  careful  toeial 
II  by  a  trained  worker,  ia  often  wocMllianunlan.    The 
>ia  particular  form  of  family  bceakdown  are  often  too 
uro  to  be  apparent  to  the  persons  immediately  oooeemed,  ereo 
'  urehonestlyf  •  o  a  stiaiglil  aeeottBt,  and  if  one  or 

•  not  making  ibe  advantafe  0oet  to  the  side  thai 

can  put  up  the  better  story.     When  a  sufficient  number  of  well* 
trained  probation  officers  are  attached  to  the  eourt  to  i 
aar>'  preliminary  investigations,  this  danger  does  not  eiiai; 
it  iH  always  present.    There  is  something  alx)ut  the  factors  involved 
caeee,  that  seems  naturally  to  arouse  the  prejudiees  of 
aal  who  deals  with  them.    Women  social  workers  are 
BotoriouMly  prone  to  take  the  part  of  the  woman  without  giWng  the 
ill  cases  of  marital  difficulty;  employers  are  equally 
it  there  is  much  to  be  said  on  the  man's  side,  espe- 
cially if  they  have  never  seen  the  wife.    The  only  way  in  which  this 

an  be  corrected,  is  either  to  make  or 

skilful  and  painstaking  inquiry  into  the 

rsal  facts  of  the  case,  obtained  from  as  many  well-informed  and  dis- 

<d  sources  as  possible.    In  other  words,  until  the  eourta 

leal  with  social  problems  like  desertion  and  non-eupport  will 

•^ent  to  abandon  their  traditional  dislike  for  "hearsay  evidence" 

prceented  and  gathered  by  social  workers,  they  will  fall  short  of 

administering  the  highest  quality  of  social  justice. 

Social  CoNCBPTiON  or  DnsBsnoN 

The  effect  of  centering  the  treatment  of  desertets  and  their 

I  families  in  the  courts  has  brought  about,  exen  in  the  mind  of  the 

ifloci  '  ■'  that  they  constitute  a  cUms  by  themselvea, 

jprr  rrent  from  those  of  other  familiee,  and  eaU> 

for  an  entirely  different  technique  in  their  handling.     Dr.  E.  W. 

(cntly  made  a  careful  survey  of  the  problem  in 

ities  of  the  United  States,  makes  as  one  of  his' 

im^  recommendations  the  suggestion  that  social  agencies  dealing 

pt,  so  far  as  possible,  to  center  the  handling  of 

ne  person  or  department.    There  is  room  for  a 

iKOod  dr  «>rence  of  opinion  on  this  point,  and  its  advisability 

nmj  wcii  ue  questioned  for  more  than  one  reaaon.    While  a 
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iaaitiy  is  gpuiied  through  having  the  dealings  with  the  courts,  dis- 
Iriol  aMonMys,  etc.,  in  the  hands  of  one  or  a  few  people,  the  plan 
ily  pro  vents  other  members  of  the  staff  engaged  in  general 
from  the  opportunity  of  handling  the  whole  problem  in 
oaaee.  Furthermore,  it  only  confirms  and  extends  the 
to  regard  deserters  and  their  families  as  a  class  apart. 
Tlw  wperienoed  case  worker  knows  that  desertion  is  in  itself  only  a 
igmiiloin  of  iome  more  deeply  seated  trouble  in  the  family  structure. 
U ooulituieB  a  ''presenting  symptom"  which  does,  indeed,  indicate 
of  a  few  specified  forms  of  treatment  at  the  outset,  but 
involves  all  of  the  foresight,  patience  and  skill  which  the 
worker  knows  how  to  apply,  if  any  sort  of  permanent 
reoonatniction  is  to  be  accomplished.  Behind  a  man's  abandon- 
of  his  home  and  family  there  is  sure  to  be  a  wide  variety  of 
some  external  and  easily  to  be  recognized;  others  rooted 
in  the  subconscious  instincts  and  aversions  of  the  people 
eonoerDed.  What  these  individuals  are  able  to  tell  is  often  strangely 
petty  and  inadequate  without  the  interpretation  which  applied 
p8>'chology  is  able  to  give.  One  man  stated  that  what  gave  him  the 
final  impulse  to  leave  home  was  his  wife's  filling  his  bed  with  ashes. 
As  legal  evidence,  this  would  seem  ridiculous ;  to  the  social  worker 
who  had  studied  the  two  temperaments  closely,  it  was  an  interesting 
and  sigoificant  detail. 

In  this  way  a  great  number  of  widely  different  family  problems 
to  be  superficially  ahke  only  because  the  breakdown  has  be- 
so  acute  that  the  actual  physical  disruption  in  family  life  has 
begun.  The  case  worker  recognizes  that  while  the  absence  of  the 
man  involves  certain  difficulties  in  the  finding  of  him  and  in  the 
possibility  of  getting  information  from  him,  the  case  problem  which 
he  and  his  family  present  is  not  essentially  different  from  what  it 
would  have  been  before  his  departure  if  the  problem  could  have 
been  recognised  and  brought  to  her  attention  earher.  She  recog- 
nises that  the  causes  of  desertion  are  as  numerous  and  varied  as* 
the  causes  of  poverty,  if  these  could  be  ascertained,  and  that  they^ 
are  likely  to  be  even  more  subtle  and  difficult  of  appraisement. 
Many  influences  from  without  are  impinging  on  the  home  anfl 
the  family  at  the  present  time  to  bring  about  a  slackening  in  th( 
bonds  which  hold  it  together.  Considering  the  unrest  and  unnat- 
ural stresses  and  strains  of  urban  life,  the  wonder  probably  is  thai 
dsssrtioo  has  not  increased  more  rapidly  than  it  has. 
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L  M  acute  form  of  the  tympUuoB  of  wetkaotd  and  erambUng  fftnily 

She  IB  unwilling  to  Moe|ii  the  eonunoo  theory  whieh  divides 

the  treatment  of  deeertion  into  two  fields:  one,  the  location,  eppre- 

I  punishment  of  the  man  through  the  eoorle,  end  the 

i  1  sriteble  relief  of  his  family  during  the  prosess.    Instead, 

the  liohis  that  the  technique  of  the  ease  treatment  of  the  deserter 

'  different  in  nssentisls  from  social  esas  lieatuiaol 

rhaps  in  the  one  partieuhur  of  loeatiiig  the  ab- 

seondt^r.    She  doe8  not  believe  that  reconciliations  eaa  be  brought 

thods.     Most  social  worken  hare  a  deep- 

Ue  principle  that  a  function  of  the  doneslie 

relations  courts  is  to  bring  about  such  reconciliations,  but  rather  of 

\  in  which  such  efforts  have  been  made  in  copoaction  with 

!  them.    The  wholesale  attempt  to  patch  the  tattared  fabric 

of  family  life  in  a  series  of  hurried  interviews  held  in  the  court  room, 

iod  without  any  information  about  the  problem  eanept  wbal  cao 

he  gainetl  from  tho  two  people  concerned,  can  hardly  be  of  perm*- 

aent  value  in  most  oases.    It  is  natural  that  case  workers,  keenly 

'  -10  long,  slow,  and  difficult  proecM  involTed 

.    look   askance  at  court-made  rscondli* 

•ns.     With  the  best  will  in  the  world  the  people  who  attempt 

^  delicate  service  very  often  have  neither  the  time  nor  the 

s  about  the  particular  case  in  question  to  give  the  skilful 

-onal  service  necessary  to  reconstruction.    As  a  result  many 

illed  wrong-doers  are  encouraged  to  take  a  pledge  of  good 

I  which  they  will  not,  or  cannot,  keep;  and  other  individuals 

>  feel  themselves  deeply  wronged  go  away  with  an  additional 

I'^cQse  of  thoee  wrongs  having  been  underestimated  and  of  having 

'  r(»mved  no  i^edress.    The  results  are  written  in  discouragement  and 

repeated  failures  to  live  in  harmony,  each  of  which  makes  a 

jtermanent  solution  more  and  more  difficult.    The  case  worker  to 

I  whom  the  results  of  the  externally  imposed  reconcilialkMi  come 

k  again  and  again  has  reason  to  be  confirmed  in  her  distrust  of 

it  methods.    In  order  to  demonstrate  which  eooteatioii  is 

re  is  great  need  for  a  careful  study,  made  one  or  two  yeaia 

r  the  reconciliation  has  taken  place,  of  a  large  group  of  couples, 

1  of  whose  troubles  has  been  attempted  in  this  way. 

i>  should  be  supervision  for  a  considerable  period  by  a 
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raaouroeful  probation  officer  all  experience  points  to  the 
that  the  percentage  of  permanent  reconciliations  would 
b0  low. 

Social  Case  Treatment  of  Desertion 

While  it  18  true  that  the  deserter  and  his  family  prcnent  no 
unique  problem  to  the  case  worker,  it  is  nevertheless  true  that  cer* 
UiD  adaptations  in  case  work  technique  are  usually  advisal)lc  and 
that  certain  points  must  be  especially  kept  in  mind  in  the  course 
of  the  investigation.*  Disparity  of  age,  of  race  or  nationality  and  of 
religion  are  significant  factors  when  they  are  found  in  connection 
with  this  form  of  family  breakdown.  Not  less  important  is  a  con- 
of  differences  which  may  exist  between  the  couple  in  the 
of  education,  habits,  social  status  and  moral  and  ethical 
concepts.  A  history  of  the  background  of  the  man  and  the  woman 
from  childhood  on,  keeping  all  these  factors  in  mind,  is  essential  to 
an  understanding  of  the  problem.  One  extremely  important  fact 
to  have  in  mind,  and  one  which  should  be  proved  or  disproved 
where  possible  in  connection  with  every  desertion  case  by  means  of 
records  of  vital  statistics,  is  whether  or  not  the  marriage  was  a  forced 
one.  There  can  be  little  doubt  from  the  experience  of  case  workers 
that  people  who  contract  this  type  of  marriage  later  find  thoir  way 
in  Urge  numbers  to  the  courts  of  domestic  relations.  A  piece  of 
reeearch  quite  as  desirable  as  the  investigation  of  quick  rcconcilia- 
tioos  recommended  above,  would  be  a  study  of  the  married  life  from 
the  point  of  view  of  the  community  of  several  hundred  families  in 
which  a  forced  marriage  had  been  brought  about  through  the  urg- 
ing of  relatives,  the  church,  the  court,  or  those  social  workers,  now 
diminishing  in  numbers,  who  still  believe  that  to  legitimatize  the 
child  and  to  "give  the  girl  a  name"  are  desiderata  sufficiently  im- 
portant to  justify  forcing  together  against  their  inclination  the  pro- 
spective parents  of  more  children. 

In  the  treatment  of  desertion  and  similar  problems  the  sex 
factor  is,  of  course,  an  extremely  important  one.  The  tendency  of 
most  social  workers  is  either  to  ignore  this  as  largely  as  possible  or 
to  Iheoriae  about  it  to  such  an  extent  that  it  serves,  as  with  the 
T^nudians,  for  an  explanation  for  every  phase  of  human  behavior. 

•Htt  (fMitioiuuurD  on  The  Deserted  Family,  "Social  Diagnoeis,"  by  M.  ! 
'  p.  8W. 
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It  IB  on  the  whole  lafer  to  embraoe  the  firrt  AUaniftlivt  than  the 

<>od,  but  the  bert  work  in  the  handling  of  deaertion  ettna  will  ba 

lie  by  the  penon  who  neither  shuta  hia  «yaa  to  thif  phaaa  of  tha 

matter  nor  unduly  amphaatna  it.    The  migority  oC  looial  eaaa 

workera  are  unmarried  woman  under  forty,  aAd  in  thia  partkwilar 

renpeot  they  frequently  find  thamielvaa  handicapped  by  tha  natural 

reluctance  of  the  deaertar  to  discuM  hii  eonoeptaon  of  the  marital 

t  in  such  a  way  aa  to  be  eolightaning  to  tham,  aa  wall  aa  by 

\  alrous  attitude  which  the  married  woman  of  tha  taoamanla 

often  adopta  toward  her  unmarried  viaitor.    The  deosfiTa  itatament 

'*  You  have  never  been  married  so  you  eannot  undaratand"  oftao 

rtrovee  at  leaat  a  temporary  barrier  in  dealing  with  deaarted  wivaa 

t  aa  the  similar  statement  "You  have  never  been  a  mother  so 

know  the  feelings  of  one"  ia  used  to  bloek  bar  efforta  in 

rction.    If  it  is  found  impoasible  to  earry  on  the  nacea- 

I  mry  discussions  rationally  and  without  too  serious  embarraanoant, 

><  often  pooaible  to  call  upon  the  aooialty-minded  phymaian  or 

icyman  for  help  along  this  line. 

This,  of  course,  presupposes  that  the  man  in  the  caae  haa  bean 

I  located  and  can  be  interviewed;  but  the  faot  that  in  the  majority 

'  of  caaes  of  desertion  this  eannot  be  attained  without  great  difficulty 

ri  itself  the  most  serious  handicap  which  the  case  worker  meets 

m  the  treatment  of  deaertion.    In  the  location  ol  abaoooding  hua- 

bands  undoubtedly  the  greatest  ain^  contribution  haa  bean  that 

made  by  the  National  Desertion  Bureau,  a  private  organisation 

'  ich  apedaliaea  in  the  location  of  deaerters  of  the  Jewiah  faith. 

use  of  widespread  newspaper  publicity,  including  the  pabliahing 

of  photographs  of  missing  men,  has  been  widely  imitated  by  other 

social  agencies.    In  locating  absconding  husbanda  it  ia  mora  than 

tsoally  important  to  learn  accurately  facta  concerning  their  trade 

I  connections,    membership   in    social   organisations,   employment 

I  records,  etc.    Foreign  language  newapapers  are  uaualty  willing  to 

t  print  personal,  inquiries,  or  even  photographs,  and  trade  ioumala 

0  been  successfully  employed  in  the  location  of  even  non-union 

•nnected  with  the  trades.    The  Post  Office  Department,  if 

ed  that  the  public  welfare  demands  it,  might  be  induced  to 

rust  reputable  social  agencies  with  forwarding  addreasea.    If  the 

1  I  irui  has  deeerted  for  financial  reasona,  or  haa  left  home  aa  the 

irMilt  of  a  quarrel,  his  location  is  a  much  eaaier  matter  than  if  there 
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to  roainn  to  believe  he  has  absconded  with  another  woman.  Al- 
tlHHigli  the  does  are  in  this  instance  doubled  since  two  persons  are 
iOTOhwii  the  pains  taken  to  elude  detection  are  usually  {greater. 

UiMler  ideal  police  conditions  all  this  ground  work  of  tracing 
dMMrteit  eould  be  done  by  detectives,  who  already  secure  from  the 
poft  office  and  all  the  other  sources  mentioned,  information  that 
furniehes  dues.  After  the  man  is  located  through  cooperation 
betweeu  the  detective  bureau  and  the  case  worker  in  charge  the 
man  can  be  interviewed  by  her  or  her  correspondent. 

In  the  attempt  of  social  workers  to  locate  missing  husbands  they 
U9  eomewhat  at  a  disadvantage.  The  general  tendency  to  believe 
that  the  man  is  invariably  in  the  wrong,  and  the  policy  of  arresting 
him  first  and  perhaps  letting  him  explain  afterwards,  make  even  a 
man  who  has  a  good  deal  of  excuse  to  offer  for  his  course,  reluctant 
to  permit  himself  to  be  communicated  with.  Case  workers  are  now 
befpnning  seriously  to  question  whether  in  the  long  run  the  best 
policy  18  not  after  all  to  interview  the  man,  or  to  have  him  inter- 
viewed and  to  give  him  an  opportunity  to  state  his  side  of  the  crise 
before  causing  a  warrant  for  his  arrest  to  be  taken  out.  The  at- 
tempt to  do  this  will  sometimes  result  in  a  second  disappearance, 
but  if  the  man's  return  can  be  accomplished  voluntarily  there  is 
many  times  the  basis  upon  which  to  build.  The  deserter,  or  at 
least  the  first-time  deserter,  must  not  be  prejudged  without  a 
hearing.  In  spite  of  the  discouraging  average  of  desertion  cases, 
this  particular  man  may  not  be  in  the  average  class,  and  in  that  case 
it  would  spell  injustice  both  to  him  and  to  his  family  to  treat  him  as 
though  he  were. 

Some  3rearB  ago  a  charity  organization  society,  which  main- 
tained a  special  bureau  for  the  treatment  of  desertion  cases,  was 
by  a  Mrs.  Clara  Williams  to  help  her  find  her  husband,  John, 

had  left  her  some  years  previously  and  was  living  with  another 
I,  so  that  she  might  force  him  to  contribute  to  the  support  of 
berwlf  and  her  two  children.     Mrs.  Williams*  was  a  motherly  appear- , 
ing  person  who  kept  a  clean,  neat  home,  and  seemed  to  take  excellent 

of  her  children.     She  was  voluble  concerning  her  husband 
and  very  bitter  toward  him,  which  seemed  only  n.: 
Toe  fact  of  the  other  household  was  corroborated  from  other  sou . 
and  Mr.  Williams'  work  references  indicated  that  he  had  been  ciua 

'TImm  naiom  are  ficUtious. 
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DehKRTION  and  KON-SuFfOKT  M 

.,  iHome  and  difficult  for  hit  eraplosran  to  fH  along  wHb,  tttboogb  a 
ooiii|R*tent  workman.  The  problam  •eoinad  to  tba  deaortioii  afwit. 
a  |K*rf(M'tly  clear  and  uncoiiipUoatod  ooa  and  ha  proeoadad  to  handle 
it  according  to  the  fonnula.  Some  vary  elavar  dotoctiva  work  fol- 
lowed, in  the  eoune  of  which  the  man  waa  traaed  from  one  suburban 
thtT,  and  liiA  preeent  plaee  of  employmant  found  in  tba 
i<^'*  livod,  although  ho  lived  in  another  atate.  The 
1  upon  the  man  aa  he  stepped  from  the  train  on 
-^chI  in  domctftic  relationa  eourt.  He 
•wU.  some  attempt  to  bring  eountar 
tfttooed  about  his  preaant  mode 
htient  and  refused  to  testify  further.  He  waa 
;.  1,  which  was  furnished  by  the  relatives  of  the 
woniun  with  whom  he  wan  living,  to  pay  his  wife  16.00  a  week.  No 
proltation  waM  thought  necessary  and  the  caaa  was  eloaed,  Ixjth  the 
court  and  the  charity  organisation  society  crediting  themselves 
with  a  case  succesHfully  handled  and  terminated. 

About  a  year  later  Mrs.  Williams  again  applied,  stating  that  her 

^•!«hand*8  bond  had  lapsed,  that  his  payments  had  ceased,  and  that 

had  no  knowledge  of  his  whereabouts.    Although  her  home  and 

n  were  still  immaculate  she  failed  to  satisfy  the  social  worker 

..iis  time  visited  her  home  with  the  plausible  statements  which 

had  made  lx*fure.     The  children's  health  was  not  good  and  they 

neemed  unnaturally  repressed  and  unhappy.     Ugly  reports  con- 

•^'niinK  Mrs.  Williams'  drinking  habits  came  to  the  society.    The* 

')ol  teacher  deplored  the  effect  which  the  morbid  nature  of  Mm. 

iving  on  her  youngest  child,  a  daughter  just  entering 

i  he  son,  a  boy  a  little  older,  waa  listless  and  unaatJa* 

ork,  and  defiant  and  secretive  toward  any  aUempi 

<  iw  liim  lx*tter.     He  spent  many  nighta  away  from 

i  .  idently  not  on  good  terms  with  his  mother.    Aa  aoon 

^.  Williams  saw  that  real  information  waa  denred 

ig  in  fits  of  rage  in  which  she  displayed  such  an 

..to  cause  some  doubts  as  to  her  mentality.    Baflled  at  every 

n  the  case  worker  decided  to  see  the  man,  if  poasiUe,  and  have  a 

X  talk  with  him  to  see  if  through  him  any  clue  to  the  situation 

lit  u.  <r<iincd.    The  first  step  was  to  gain  the  confidence  of  a 

w-workman  and  friend  of  his  who  now  maintained  hia 

It  biuall  shop.    This  was  done  after  aeveral  vistta,  and  upon  tbe 
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worker's  solemn  proniisc  "not  to  have  a  policeman  hidden 
behind  a  tree"  the  deserting  husband  consented  to  an  evening  meet- 
ing in  hiji  friend's  shop.  A  most  illuminating  interview  followed. 
Mr.  WiHiams  was  found  to  be  an  intelligent  though  melancholy  and 
telf-ceotered  man.  The  couple  had  married  somewhat  late  in  life, 
H  being  Mrs.  Williams'  second  marriage.  She  had  been  strongly 
influeneed  by  her  mother  to  marry  him  and  had  never  had  any  real 
for  him.  It  became  very  evident  from  his  story  that  the 
developed  egotism  of  both  the  husband  and  wife  had  made 
a  real  marriage  impossible  between  them,  and  the  visitor  became 
eonvinoed  of  the  genuineness  of  Mr.  Williams'  protestations  that 
be  endured  the  constant  abuse  and  ill-treatment  of  his  wife  as  long 
as  it  had  been  possible  to  do  so.  As  her  drinking  habits  took  more 
hold  upon  her  and  he  had  reahzed  that  the  break  was  coming  he 
had  aodeavored  to  place  the  children  in  homes,  and  had  once  had 
ids  wife  taken  into  court  where  her  plausible  story  and  good  appear- 
anee  resulted  in  the  case  being  dismissed  with  a  reprimand  to  the 
husband.  He  then  left  home  but  continued  to  send  her  money  at 
intervals,  although  as  he  got  older  he  was  able  to  earn  less  at  his 
trade.  Socialism  was  his  religion,  and  it  was  his  preaching  of  this 
doctrine  in  season  and  out  to  his  fellow  workmen  which  had  earned 
him  the  ill-will  of  his  employers.  He  defended  his  present  mode  of 
living  vigorously,  putting  up  a  strong  argument  that  it  was  a  real 
marriage,  whereas  the  other  had  only  been  a  sham.  He  spoke  in 
terms  of  affection  of  the  woman  who  was  giving  him  the  only  real 
home  he  had  ever  known,  and  only  wished  that  the  state  of  public 
opinion  would  permit  his  taking  his  young  daughter  into  his  home. 
The  boy,  he  realized,  had  grown  entirely  away  from  him  and  they 
eould  never  mean  anything  to  each  other.  It  was  his  habit  to  make 
frequent  trips  back  to  the  region  where  his  family  lived  in  order 
that  he  might  stand  on  the  comer  and  watch  his  children  go  by. 
Ha  gave  readily  much  information  about  his  own  and  his  wife's 
past  eonnections,  including  the  addresses  of  many  of  her  relatives 
whoae  existenoe  she  had  denied,  and  he  successfully  proved  that  her 
aa  to  his  lapsed  payments  were  false  by  producing  the  entire 
of  post  office  receipts  covering  his  remittances  to  her  and  ex- 
down  to  the  very  week  of  the  interview. 
It  is  true  that  this  is  not  a  "  typical  desertion  case  "  such  as  Miss 
Brandt  describee  in  her  study  of  deserted  women,  but  is  it  not 


r 
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true  that  the  handling  of  thii  oo^  €■■•  probtom  aaeotdiaglo 

liniic  and  juridical  formulae  meant  a  real  mitearriafe  of  juftiee 

ponible  lending  to  ahipiwreek  of  two  yomg  liiret  to  fdkm 

it  is  experieooet  aoeh  aa  Umm  which  hate  t^'^^'-t^  ia 

ibo  caiM)  worker  a  determination  to  avoid  formulae  and  to  treat 

each  case  problem,  in  eo  f ar  aa  poirible,  aa  eomething  entirely  new. 

Dbsertion  in  Relation  to  tbi  Coianmmr 

It  must  not  be  denied  that  there  ia  baais  for  the  contention  that 
juMt  aa  a  community  ean  regulate  ita  own  death  rate  within  limita, 
10  it  can  by  represeive  meaauree  regulate  ita  desertion  rate.    The 

-'*  '^  * ontion,  however,  that  keeps  the  would-be  deserter  in  the 

constantly  grows  less  of  a  home,  simply  through  fear  of 
a  if  he  left  it,  hardly  seems  so  desirable  from  the 

na  that  form  of  prevention  which  would  provide 

:amilies  the  wise,  skilled  and  sympathetic  treat- 

i  which  18  the  ideal  of  social  case  work.    There  are  no  6gures  to 

V  that  eitlier  method  has  been  sufficiently  brought  into  play  in 

oue  community  to  bring  about  any  marked  change  in  the  num- 

of  desertions.     Dr.  Eubank  in  preparation  for  his  pamphlet, 

,\... .:..... I  .1  ...nty  organisation  societies  in  a  number  of  cities  and 

rent  opinions  as  to  whether  desertion  waa  on  the 

,  was  stationary,  or  was  on  the  increase.    These  were 

opinions  and  not  the  result  of  statistical  studies.    In  New 

ly,  Dr.  Devine  made  a  study  of  five  thousand  cases  known  to 

Charity  Organisation  Society  in  the  yean  1906  to  1008  and  of 

number  exactly  10  per  cent  were  deserted  wives.    Tea  years 

r.  in  1016,  a  somewhat  similar  study  was  made  of  three  thousand 

nil  !  -^  known  to  the  same  society  in  the  course  of  that  year.    The 

inr  •  ;.r:ige  of  dcscrtcd  wives  was  found  to  be  almost  the  saase, 

"'iM       9.0  per  cent.    The  statistics  of  the  New  York  Charily 

I  lion  Society  for  the  last  year  show  402  deserted  wives  out 

>  -;,  or  about  11. 7  per  cent.    This  nearly  stationary  percentage 

^  the  eleven-year  period  is  probably  only  a  coincidence  aa  these 

'  ur  ten  years  have  seen  marked  population  changes  aa  well  as 

hlishment  in  the  city  of  a  Domestic  Relations  Court,  the 

)f  Domestic  Relations  and  the  National  Deeertioo  Bureau. 

however,  be  taken  to  indicate  that  the  type  of  desertion 

».  .uads  to  dependency  is  not  markedly  on  the  increase. 
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Eehoes  which  have  reached  us  already  from  lOurope  point  to 
glMt  and  sweeping  changes  in  the  concc  ptiuns  of  family  Hfe  which 
are  likely  to  result  from  the  great  war.  Inevitably  our  own  stand- 
•nlt  mutt  be  affected  since  we  are  learning  that  not  only  in  a  polit- 
ietl  Moee  is  it  true  that  the  lives  of  all  the  nations  are  one.  Home 
Senrioe  workera  are  recognizing  that  no  small  part  of  their  task  is 
to  help  keep  strong  and  firm  the  bonds  which  bind  the  soldier 
another  oontincnt  to  his  family  on  this.  Perhaps  never  before  i 
there  been  the  need  for  careful  study  and  alert  watchfulness  on  the 
part  of  the  social  workers  in  this  country,  so  that  the  changes  which 
ooine  are  not  unanticipated.  No  one  group  in  the  community, 
sorely,  is  in  better  position  to  bear  testimony  as  to  the  strength 
and  weakness  of  family  life,  the  changing  conceptions  regarding  it, 
and  the  strains  and  stresses  from  which  it  may  still  be  protected. 


\ 


THE  ILLKIJITIMATK  tA.Mll.V 

Br  Amst  EUtom  Watvon, 
duUnnan,  Pliibdtlphfai  Omftraint  oa  Pumikood. 

In  the  following  discuwion,  the  phnuw  **  the  illegiUiiiato  frnmily  " 
k  UM'<1  <irli))crately.     Hitherto  our  atu^ntion  hae  heeo  very  Urfely 
i  to  1  ho  illegitiiDate  child  and  r  <t  and  we  have  igiiorod 

I  that  there  ie  in  every  caae  a; :,  .avolved, father, molher 

and  child  or  children,  and  that  they  must  all  be  eoottdered  befora 
luate  pUn  can  be  made  wiih  them.    True  at  it  ia  that  in  the 
..  the  state  no  family  has  been  formed,  yet  it  is  equally  true 
t  biologically  the  child  has  a  father  as  well  as  a  mother  and  it  is 
-alised  more  and  more  clearly  that  socially  too  the  child  has  a 
.  with  definite  responsibilities  and  privileges. 
This  point  of  view  goes  hand  in  hand  with  the  scientific  attitude 
ard  the  illegitimate  mother  which  instead  of  destructively  con- 
ning or  scorning  any  woman  who  has  brought  a  child  into  the 
Id  without  the  legal  sanction  of  her  group,  rather  seeks  to  under- 
1(1  the  underlying  causes  of  heredity  and  environment  which 
<'  brought  her  (and  like^^ise  the  father  of  her  child)  to  the  illefal 
luct  in  question.     Illegitimacy  is  the  result  of  biologieal,  p^cho- 
<*^i<  m!  :ind  social  causes  following  definite  scientific  laws  and  there  is 
"  >pun8ibiiity  of  the  cotninunity  as  well  as  of  the  individual  for  its 
iirrenoe.    So  finnly  has  this  point  of  view  beoome  fixed  in  our 
king  since  Leffingwell's  consideration  of  it  in  18D2  that  there 
lid  be  no  value  in  emphasising  it  here,  did  wo  not  find  the  old 
it  of  view  lurking  in  the  otherwise  excellent  "Questionnaire 
..'irding  an  Unmarried  Mother,"  by  Mrs.  Ada  tlliot  SheflSeld. ' 
«'  the  term  ''her  shame"  would  socm  to  indicate  on  the  part  of 
u  our  most  advanced  thinkers  in  this  field  an  occasional  lapse  to 
scientific  and  more  inhuman  attitude  of  condemnation  and 

ii.     "  Moral  indignation, "  says  Mr.  Britling,  "  is  the  mother 

licet  of  the  cruelty  in  the  world,"  and  J.  Prentice  Murphy  voioed 

at  the  National  Conference  of  Social  Work  in  Pitta- 

-^ -.^  he  said  "Much  of  what  we  have  done  and  are  doing 

'  M.  E.  UichmonH,  "Social  DuiffDOM,"  p.  4U. 
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for  ibe  unmarried  mother  in  contrast  with  other  mothers  is  steeped 
sad  nturmtad  in  a  superheated,  emotional,  pseudo-moral  atmos- 
phrrt^  and  I  submit  to  you  the  observation  that  no  such  atmosphere 
can  really  make  for  helpfulness. ''  * 

WhDe  this  point  of  view  has  taken  a  firm  hold  of  our  thinking, 
it  is  only  just  bein^  applied  to  our  case  work  with  the  illcgitim 
family,  which  is  still  decidedly  in  the  experimental  stage.     ( 
work  with  the  illegitimate  family  is  seeking  to  work  out  principles 
whereby  the  interests  of  the  illegitimate  child  and  those  of  botli 
lather  and  mother  may  be  harmonized  with  the  best  interests 
aociety.    This  end  will  be  secured  when  the  responsibility  for  the 
iikfltimate  child  is  more  evenly  shared  by  the  father  and  mother 
at  well  as  by  the  state.    The  Castberg  law  of  Norway  is  being 
watched  with  great  interest  by  social  case  workers  as  probably  the 
most  advanced  experimentation  in  this  field,  inasmuch  as  it  gives  to 
the  illegitimate  child  among  other  things  the  right  of  paternal  in- 
heritance, of  paternal  name  and  of  the  standard  of  life  of  that  parent 
which  is  better  situated.     The  Minnesota  Children's  Code  is 
advanced  in  that  it  makes  the  state  the  ultimate  guardian  of  all 
disadvantaged  children,  including  the  illegitimate,  and  therefor 
it  the  work  of  the  State  Board  of  Control  to  institute  proceeding 
eetabUsh  paternity  or  to  see  that  such  proceedings  are  instituted,  . 
well  as  to  seek  in  other  ways  to  secure  for  the  illegitimate  child  the 
nearest  possible  approximation  to  the  care,  support  and  education 
that  he  would  be  entitled  to  if  born  of  lawful  marriage.    Further  and 
better  standards  of  case  work  in  this  field  must  be  established  by 
studying  experimentally  the  question  of  removing  the  evil  effects  o) 
the  stigma  in  illegitimacy.     Only  injustice  is  done  in  allowing  thif 
to  attach  to  an  innocent  child  and  we  must  get  evidence  to  show  m: 
when  the  welfare  of  society  is  furthered  by  having  a  stigma  placer 
on  one  or  both  parents.     Above  all,  in  line  with  the  findings  o 
modem  criminology,  emphasis  must  be  placed  upon  the  reSducatioi 
of  the  individuals  involved,  not  upon  either  punishment  or  stigm&i 

Information  Needed 

In  gaining  the  necessary  information  for  a  diagnosis  in  workiiij 
with  any  illegitimate  family,  the  case  worker,  utilizing  the  sam 
I  of  information  as  worked  out  for  all  forms  of  social  diagnosis', 
I  an  unpublished  paper. 


ThI    lu.KGlTIMATE    FxyiLT  106 


on  account  of  public  opinion,  the  dient  hM  undoubtadly  been  put 

I.  feoling  that  everyone  it  ftfAinft  her.   Hn 

^  are  needed  to  win  her  and  for  tbeee  reei»- 

:ation  inuBt  be  gradual.    In  tome  eatet  it  will  be  neo- 

•  1 1  mi  out  the  mott  intimate  facta  of  any  individual's  life, 

ich  it  it  often  not  neeettary  to  inquire  into  in  any  other  kind 

.  ork.    This  is  all  the  more  reason  for  going  tlowly  and  eara- 

V  op  consideration  and  with  a  realisation  that  harm  may 

M>  client  feels  that  she  it  being  probed  or  that  the  it 

•  d  to  reveal  information  which  may  be  uted  against  her  or  i 
father  of  her  child.    It  mutt  alto  be  realiaed  that  many  girit 

become  morbid  and  an  effort  mutt  be  made  to  keep  their  minds 

heir  experiences  rather  than  to  allow  them  to  dwell  on  them.     It 

t:il  t^i  it  our  investigation  should  be  thorough,  tapping  every  re- 

M  :  .  t      1  ulure  to  leam  all  possible  facts  at  the  proper  momeDt 

undone  years  of  effort.    The  writer  calls  to  mind  a  case  which 

txon  handled  by  a  relief  agency  with  high  standards  over  a 

1  of  seven  years  during  all  of  which  time  it  was  taken  for 

ted  that  the  man  and  woman  were  legally  married  and  it  was 

•uiy  at  the  end  of  this  time  when  an  illegitimate  child  was  bom  to 

'thr  daughter  of  the  family  by  her  supposed  step-father  that  it  was 

•  ivered  that  he  was  not  her  step-father  and  had  never  been  mar- 

'  or  mother.     Had  this  been  known  earlier,  precautions  oould 

<ii  taken  to  protect  this  girl  and  this  eaae  of  illegitima^ 

it  have  been  prevented.     It  is  particulariy  important  that  in  all 

L-    w.irk  marriage  and  birth  records  should  be  consulted  among 

•  !ii-t  sources  of  information;  they  involve  the  telling  of  no  te- 

H,  are  entirely  trustworthy  and  should  never  be  negleeled. 

:'  is  hoped  the  following  outline  for  a  minimum  ini 

suggestive:' 

•  The  Bottoo  QkofflraoM  on  DkgitimMy  has  abo  woriwd  out  A 
>»Uion  whioh  may  be  obtainad  from  the  IVMktont,  hUm  Mary  By«i 

ri*r.  Ma«.    An  outline  for  a  maTiinnin  invwiigitinn  haa  b— i  wotkad  oat  hj 
City  Committee  of  the  Boston  Oonfaranoa.    8m  aln  QamkMnaira  by 
I  EIkH  Sbeffieki  fai  '*8oQial  DiacnoM*'  by  M .  E.  Rlehmood  p.  414,  i^. 
>i  to  above. 
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I.  Tlw  Gtri  or  Woman 

1.  Hot  family 

a.  Heredity  and  health  of  family  I 

b.  Social  faisUny  of  family 

(1)  OocupationD 

(2)  E^arningB  * 

(3)  Marital  history  * 

(4)  Typ«  of  family  life,  including  size  of  family,  education  of 

both  parents,  religion,  etc. 

(5)  Boarden,  lodgers,  etc. 

(0)  Relatives  other  than  immediate  family 

2.  Jler  general  history 

a.  Date  of  birth 

b.  Place  of  birth 
0.  Race 

d.  Residence 

e.  Civil  condition 

f .  Marital  history  and  composition  of  family,  if  any 

3.  Her  health 

a.  Pest  history 

b.  Present  condition 

(1)  Doctor's  examination 

(2)  Wasserman  or  other  test  if  advised 

4.  Education  and  mentality 

a.  Length  of  time  in  school 

b.  Age,  grade  and  reason  for  leaving 

c.  Vocational  or  other  training 

d.  Mental  examination 

6.  Ooeupational  history 

a.  OooapatiooB  and  how  long  held 

b.  Earnings  in  each 

c.  Capability  as  learned  from  teachers,  employers  and  othen 

0.  Recreation 

a.  Kinds  and  extent 

b.  How  supervised 

7.  Religion 

a.  Church  connections,  their  extent,  duration  and  influence 

8.  Sex  life 

a.  Was  her  adolescence  normal? 

b.  Was  she  ever  given  instruction  in  matters  of  aex  and  if  so. 

whom  and  when? 

e.  What  has  been  her  sex  experience,  including  her  relations  wr 

the  father  of  her  child? 
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OUmtImIi 

a.  AiB»ilMvlaiboiii«,raMoMiMl«MiHaoMaBd»wydi  At 

hMiiiM» 

b.  Court  rsoofti 
e.  IiMllUiti 
d.  Kaofimloi 


10.  RflUUont  to  child 

A.  AbOHy  to  mre  for  ahOd 
b.  Doiire  to  care  f or  ohOd 


II.  TheniAii 

AU  of  the  abovo  faeU,  wHh  wpmUi  wnphMh  oa  OMiitel  Uitofjr.  com- 
portion  o(  family  if  any,  and  aeooomio  ea|»aHy 

111    TlieChOd 

1.  Daio  of  birth 

2.  Plaoaor birth 

3.  Phyaieal  condition 

a.  Doctor*!  examination 

4.  Dfappoaitaona 

5.  Mentality  ac  coon  aa  child  ii  old  «iou|[h  fur  thit  lo  be 


In  making  our  inferences  from  the  facts  which  have  been  leftined 

ho  invostiRation,  great  precaiitiona  must  he  taken.     In  the  field 

\  there  i»  much  prejudice  and  likewise  much  that  is  pathologieaL 

iiiust  utilize  the  help  of  experts  wherever  possible.  ^ 

"And  a  little  child  shall  lead  them."     In  our  work  with  the 

"«^*timatc  family,  our  strongest  ally  is  the  child.     How  frequent  it 

the  experience  of  every  social  worker  that  while  during  the 

nancy  of  an  illegitimate  mother,  ever>'one  turns  against  her, 

n  the  child  comes,  it  makes  an  irresistible  appeal  and  wins  its 

WAV  into  the  hearts  of  those  who  should  care  for  and  proteet  it. 

o  our  first  effort  should  be  to  give  the  child  every  oppor- 

•  be  seen  and  loved  and  cherished,  first  by  ita  mother,  then 

her  and  lastly  by  its  other  relatives. 

REicoviNa  THE  Child's  Handicap 

After  all  it  is  the  child  that  is  our  real  interest  and  it  is  his  or  her 

that  we  are  most  vitally  interested  in  securing.    We  have 

'•.>.-i^  above  that  the  iUegitiniate  family  is  a  unit  and  as  soeial 

^ers  we  consider  all  the  members  together.    This  does  not 


'  >9m  Chaptcn  W  and  V|or  "Social  Diagnoiii'*  by  M.  B.  IUalUM«d;  al»  Wa- 
il«^,  "Mental  Gonfliets  and 
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Yitlate  the  iaci  thai  the  welfare  of  the  child  is  supreme  and  that  w( 
work  for  the  welfare  of  the  father  and  mother  largely  in  order  thai 
we  nuiy  do  our  utmost  for  the  child.  This  plastic  little  creature 
full  of  poMibilitics,  must  have  its  future  safeguarded ;  we  must  seel 
to  give  him  or  her  the  best  possible  nurture  and  support,  as  nearly  ai 
poisible  as  if  he  had  been  bom  in  wedlock.  It  is  our  privilege  anc 
our  problem  to  see  how  we  can  conquer  social  conditions  so  that  \u 
will  bo  handicapped  as  little  as  is  humanly  possible.  How  shall  we 
aooomplish  this  result? 

We  must  take  into  account  the  character  and  potcntialiti< 
both  parents,  arousing  them  if  possible  to  make  a  plan  of  their  < 
We  must  meet  them  on  their  own  level,  working  with  them  in  ordei 
that  they  may  understand  their  own  problems  and  develop  f '    ' 
OWD  resooroes  and  character  to  meet  their  situation.     It  has  I 
pointed  out  that  we  must  remember  that  the  father  as  well  as  th( 
mother  may  be  in  vital  need  of  our  help,  that  he  too  may  be  pa^ 
through  a  moral  and  spiritual  crisis  needing  friendship  and  guida 
Above  aU  we  should  not  make  a  plan  for  our  clients  and  seek  U 
foree  it  upon  them  regardless  of  their  cooperation.     Such  work  i 
pedagogically  unsound  in  that  it  fails  to  arouse  the  individuals  i( 
self-help  and  independence. 

Having  eliminated  the  idea  of  punishment,  we  shall  tr 
arouse  in  both  parents  a  love  for  and  a  responsibility  for  the  cii 
We  shall  help  the  mother  to  get  away  from  a  sense  of  shame  an« 
arouse  pride  and  joy  in  the  life  of  the  child ;  we  shall  try  to  inspir 
or  liberate  the  father's  protective  instinct  toward  his  child,  arousin 
any  paternal  feelings  that  he  may  have.     We  shall  reconcile  on 
oourt  whenever  possible,  first  considering  marriage  (if  both  the  niu 
and  woman  are  unmarried).    This  however  must  never  be  foroec 
When  in  such  cases  there  is  genuine  affection  or  respect  betwee 
both  parents  or  when  in  both  a  real  affection  for  or  interest  in  tl 
child  appears,  then  marriage  may  be  the  best  solution  if  both  paren 
so  decide.    If  marriage  is  not  the  best  solution,  then  seek  to  arm 
Tolmitary  agreements,  legally  sound  but  out  of  court,  thus  doii 
away  with  the  undesirable  pubUcity  which  has  to  occur  even  in  oi 
best  courts.    Such  voluntary  agreements  out  of  court  should  noi 
aeeepted  if  the  amount  agreed  upon  is  much  less  than  it  would 
If  the  case  were  won  in  court. 

As  a  last  resort  the  majority  of  cases  should  be  taken  to  coui 
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the  paternity  of  the  child  ettabUihed  aod  a  court  oftlcr  pUocd  upoo 
the  man.  It  it  remarkable  in  how  many  caeee  the  eetfHWpeel  ii  a 
fnrl  IB  increaeed  when  the  paternity  of  her  child  ii  rrtahlMml 

hia  muat  be  done  alao  beoauae  every  illegitimate  child  haa  a  right 
lo  know  who  ita  father  ia.  Are  we  not  in  thia  country  i»*g^"w»g  to 
feci  tliat  the  Norwegian  ideal  oC  aecuring  aupport  in  every  eaae  ia 
practicable  and  deairable  or  at  leaat  that  it  ahould  be  aeeured  far 
more  generally  than  it  now  ia?  Thia  meana  that  better  court  melh- 
oda  and  more  humane  waya  of  dealing  with  the  mother  will  haire  to 

>  deviaed  and  alao  better  machinery  for  enforcing  the  ordeia  which 
iiuiny  of  our  courta  are  placing  upon  many  fathera  of  ilhjgiliniale 
children.    The  amount  of  theee  court  ordera  will  inevitably  be  in* 

i^aaed,  especially  in  the  caae  of  any  men  who  are  economically  well 
oiT  and  in  luch  oaaea  the  period  over  which  aueh  oftiera  ahall  be  paid 
^'ill  undoubtedly  continue  to  increaae.    In  all  of  tbeae  court  onlen 

e  muat  differentiate  between  the  juat  claim  of  ioctety  for  the  eco- 
nomic support  of  the  child  by  ita  father  and  the  qi 
of  the  mother  for  damage  done  her  or  the  equally  qi 
of  society  for  puniahment  of  the  individual  man  for  violating  ita  moral 
code.  Economic  aupport  from  the  man  (aa  well  aa  from  the  wooaa) 
ia  to  be  enforced,  for  failure  to  support  any  child  ia  a  crime  whleb 
the  state  cannot  tolerate  for  ita  own  well-being. 

InDIVIDUAUZATION  of  TBBATIfBlfT 

So  far  in  our  discussion  of  treatment,  we  have  failed  to  stress  a 
principle  of  case  work  which  is  aa  vital  in  work  with  the  illegitimate 
family  as  it  is  with  the  legitimate.    Thia  principle  ia  individualiaa- 
tion  of  treatment.    The  day  is  past  when  all  illegitimate  motheia 
were  sent  to  a  rescue  home  aa  they  were  conaidered  to  need  moral 
reformation  to  atone  for  the  sin  they  had  conunitted.    It  is  atill 
true,  however,  "that  there  are  few  taaks  requiring  more  individual!- 
aation  and  there  are  few  in  which  there  haa  been  ao  little. "  *    Indi- 
vidual differenoea  are  the  baaia  of  aodal  life.    So  complex  is  human 
nature,  so  var>ing  are  the  threads  that  combine  to  make  up  an 
individual  life  that  in  no  two  cases  will  our  diagnoaa  be  the  aame  and 
no  two  caaee  will  our  treatment  be  identical.   One  teat  of  good  caae 
A  ork  with  this  group  as  with  any  other  ia  the  ability  to  be  flexible,  to 
uljust  ourselves  to  the  changing  needs  of  the  individuaki  whom  w^ 

•  M.  E.  Riehmood,  "Social  Piagnoiii,''  p.  418. 
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are  to  help.    This  being  so,  wc  must  hesitate  to  lump  any  of  the.^ 
groups  into  dasees  or  a  scries  of  classes.    The  affixing  of  a  labol  nia\ 
apptfently  simplify  our  work,  and  we  yearn  for  simplification  in  a 
Md  80  fraught  with  difficulties.     We  therefore  question  the  cljissi- 
flkftlion  Mr.  Carstens  made  in  his  discussion  at  the  National  Con- 
at  Pittsburgh  when  he  divided  illegitimate  mothers  into  thn  • 
the  good,  the  vicious  and  the  defective.     It  is  true  of  cour- 
thai  those  illegitimate  mothers  who  are  diagnosed  as  feeble-minded 
by  a  p«>ThologiRt  do  constitute  a  group  by  themselves.     This,  Ikav- 
r,  is  the  only  group  that  can  be  scientifically  measured  off,  and 
within  this  group  we  must  to  a  certain  extent  apply  the  prin 
cipfo  of  individualization  of  treatment.     In  the  main  the  dangers  oi 
cbaifieation  more  than  offset  the  advantages. 

From  the  first,  it  is  vital  that  the  health  of  the  mother  and 
baby  be  protected.     The  infant  mortality  of  illegitimate  babies  i 
three  times  that  of  legitimate.     For  this  reason  we  must  encouraji 
the  illegitimate  mother  to  seek  medical  advice  as  soon  as  possible 
after  conception  and  to  continue  it  regularly  during  pregnancy  an( 
after  the  birth  of  her  child.     For  this  reason  as  well  as  for  other 
•ome  social  agency  should  continue  care  of  both  mother  and  bal)\ 
M  long  as  possible.    Under  the  Minnesota  Children's  Code,  the  Stat  • 
Board  of  Control  may  offer  to  the  unmarried  woman  about  to  b( 
come  a  mother  its  aid  and  protection  even  before  the  birth  of  her 
child  and  it- is  further  provided  that  where  a  woman  is  received  in  a 
hospital  expecting  the  maternity  of  an  illegitimate  child,  the  person 
in  control  shall  at  once  notify  the  State  Board  of  Control.     In  other 
where  there  is  no  such  provision,  it  is  disputed  whether  one 
agency  should  handle  all  the  cases  of  this  kind  or  whether 
agencies  that  naturally  first  come  into  contact  with  them 
should  continue  their  care.     Some  hospitals  are  doing  unusual  work 
with  this  type  of  case,  e.g.,  the  Social  Service  Department  of  the 
MaMachusetts  General  Hospital  which  works  with  the  mother  a 
kwg  time  before  the  birth  of  the  child,  endeavoring  to  instill  in  her 
an  mlereet  in  keeping  the  child  when  it  is  born,  preparing  her  mind 
and  her  mode  of  life. 

It  seems  vital  in  the  majority  of  cases  to  keep  the  mother  and 
at  least  for  the  first  six  months  of  the  child's  life,  when 
the  mother  should  be  helped  to  nurse  the  baby.  Nursing  a  child 
WCpenfulljr,  however,  is  so  largely  a  psychological  matter  that  it  is 
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not  enough  merely  to  keep  moUier  end  ehikl  tofsUier  but  we  moiiaD 
place  the  mother  thet  tbemey  have  the  mAxuniim  of  eooleoi  ••  well 
as  of  phyaieal  well-beiiig.  One  queetioiMi  whether  a  mother  eaa  be 
forced  to  murae  her  child.  Should  we  not  rather  bring  her  to  aee  it 
as  a  joy  and  a  privilefe  in  order  to  safeguard  her  baby's  life?  The 
problem  of  supplying  work  for  her  at  this  time  is  a  difficult  one.  In 
some  cases  it  is  possible  for  the  mother  to  act  as  wetrnurse  lo  other 
children  and  thus  to  support  herself  and  her  ehild.  Some  maleniilsr 
ixkHpitals  are  keeping  the  mother  in  the  hospital  long  enough  to 
tin  her  in  some  form  of  employment  and  to  assist  her  in  ■*<»«»fng 
the  8aroe,  allowing  her  to  live  in  the  hospital  and  to  keep  her  child 
tii.n*  uhi'le  she  begins  her  worlu 

Pbbmanknt  Work  fos  thb  Motbxb 

Vhe  problem  of  the  best  regular  work  for  the  mother  after  the 

irsing  period  is  a  pressing  one.  In  the  past,  domeetic  service  has 
been  the  usual  solution.  Domestic  service,  however,  suppliee  moie 
illegitimate  mothers  than  any  other  occupation.  Is  this  not  becanae 
domestic  service  is  the  most  unstandardised  of  all  types  of  work? 
Its  hours  of  work  are  excessive,  there  is  little  opportunity  for  re^ 
reation  or  normal  companionship  and  it  is  an  occupation  that  is  con* 
sidercd  menial  by  the  average  person  of  intelligence,  with  the 
q\:  o  most  unskilled  workers  enter  this  field.    If 

»  he  occupation  fitted  to  a  given  individual's  tastes  and 

al  id  we  not  seek  to  give  than  training  first  in  this  field 

id  llmu  lo  iind  them  opportunities  to  work  with  empk^yers  who 
A  ill  understand  their  need  of  a  sane,  wholeeome  life,  including 
atandardised  hours,  recreation  and  companionship?  The  problem 
of  recreation  and  social  life  for  the  domestic  employe  is  one  which 
intelligent  women  must  solve.  Until  we  can  find  more  socially 
minded  employers,  ^ould  we  not  hesitate  to  pUce  illegilimate 
mothers  at  domestic  service  but  rather  seek  to  find  other  types  of 
employment  fitted  to  the  individual's  capacity  and  training?    How 

>c  mother  is  to  do  various  types  of  work  and  still  keep  her  child  is  a 

roblem. 

The  ideal  solution  is  where  the  mother  can  hve  in  her  own  paren- 

1 1  home,  doing  part  time  work  in  the  home  or  going  out  to  work  while 
some  member  of  her  own  family  looks  after  her  child.  If  th»  is  not 
f^nssiblc,  it  is  sometimes  fcaiiible  to  find  a  boarding  home  where  the 


119  Tbs  Annals  of  the  Amsrican  Academy 


may  live  with  her  child,  going  out  to  work  by  the  day  and 
child  in  the  care  of  the  woman  with  whom  she  is  boarding 
who  may  herself  be  the  mother  of  small  children.  The  more  normal 
a  home  life,  the  better  for  our  client  and  for  the  child.  Whai- 
work  is  found  should  be  interesting,  with  adequate  remunc  i 
tUm  and  allowing  some  chance  for  advancement.  Wherever  pos- 
«ble  an  effort  should  be  made  to  secure  funds  either  from  relatives 
or  from  acholarBhipe  to  give  the  mother  vocational  training  to  equip 
her  for  a  more  highly  skilled  and  more  interesting  type  of  work. 

A  Normal  Life  for  the  Mother 

Above  all  we  should  aim  in  treatment  to  reinstate  the  mother  in 
oormal  life,  that  is,  to  place  her  in  such  a  way  that  in  addition  to 
interesting,  remunerative  work,  she  will  have  normal  social  contacts, 
companionship  with  others  of  her  own  age,  if  possible  of  both  sexes 
onder  supervision.  She  needs  wholesome  recreation  supplied  to 
her  through  clubs,  in  settlements  or  church  or  trade  union  groups. 
She  needs  to  feel  herself  a  personality  with  possibilities  of  life  ahead. 
And  all  of  the  above  must  be  supplied  to  the  child  as  he  grows  up. 
In  addition  we  must  seek  to  make  for  both  mother  and  child  the 
normal  religious  contacts,  helping  the  mother  to  find  her  place  in  her 
church  group  if  she  at  one  time  belonged  or,  if  not,  opening  up  this 
possibility  for  her  in  whatever  way  may  best  fill  her  need.  For  both 
mother  and  child  strength  from  this  source  may  do  much  in  helping 
tbsm  to  face  the  extreme  difficulties  of  their  lives  which  we  at  best 
ean  but  soften. 

If  the  above  conditions  can  be  fulfilled  and  the  mother  and  child 
can  be  kept  together,  there  must  be  a  gain  for  both.  The  relation 
of  parent  and  child  when  it  really  exists  is  basic  and  is  one  which 
should  never  be  broken  until  every  effort  has  been  made  to  strengthen 
it  and  test  out  its  reality.  The  child  needs  the  family  life  and  ties 
and  the  mother  needs  the  child.  Yet,  as  in  the  case  of  marriage,  we 
should  not  force  the  external  Uving  together  if  it  is  only  the  shell  of 
the  relationship  which  is  existing.  Keep  mother  and  child  together 
I,  if  the  mother  is  fitted  to  give  physical,  mental,  moral  and  i 

part  of  the  financial  care  to  her  child  and  to  be  happy  in  doing 
it.  Under  such  conditions  it  would  seem  as  if  no  other  plan  could 
•0  seeorely  safeguard  the  child's  future.  If,  however,  the  mother  is 
Bot  filled  to  give  such  care  to  the  child,  and  cannot  be  trained  for 
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it  while  the  child  is  with  her,  it  eeeiiie  imwin  to  keep  mollier  tnd 
child  together.  Perhapc  a  tempormry  eepMrnlioQ  may  be  the  eolii- 
tion,  in  order  that  the  mother  may  be  trained  for  mof 
parenthood  in  the  future.  If  the  ia  incapable  of  being  timined 
any  ciroumctanoea,  it  teema  dear  that  a  plan  ahould  be  made  for  tbe 
child  awayfrom  ite  mother,  with  her  relativea  if  poaibUi  with  the 
fatlur  or  the  father's  relatives  or  in  some  other  sitaalioo  wbera  it 
will  have  as  nearly  as  possible  normal  home  life.  In  the  ease  of  a 
deftctive  mother  the  baby  ahould  be  aeparated  from  her  Just  as  soon 
kiivT  hirth  as  the  physician  deema  wise. 

in  cases  where  there  is  no  reUtive  who  can  adequately  care  for 
...c  cliild,  we  are  faced  with  the  question  of  adoption.    In  this  vol- 
ume of  The  AnnaU  J.  Prentice  Murphy  haa  outlined  certain  qtiea> 
tions  which  mu8t  be  answered  before  the  legal  adoption  of  any  child 
is  arranf^d  for.*    We  must  stress  the  fact  that  this  should  never 
be  cncouiHKcd  until  we  know  all  the  facts  about  the  child's  own 
parenta  and  relatives  and  are  reasonably  sure  that  they  can  never 
offer  it  a  suitable  home.    The  writer  has  in  mind  a  case  where  a 
social  service  worker  made  only  a  cursory  examination  into  a  child's 
tion  before  securing  its  adoption  by  a  wealthy  doctor. 
V....O  she  thought  that  the  father  had  deserted  and  aha  knew 
■j:  of  the  possibilities  of  his  returning  and  the  family  being 
1  to  nonnal  life.    Although  it  later  turned  out  that  the  child 
...c'gitimate,  it  was  by  no  means  clear  that  the  child's  own  rei- 
ves could  not  have  cared  for  it  adequately.    Untold  harm  may 
be  done  in  this  way.    Another  aspect  of  the  matter  that  should  be 
considered  is  that  of  disease  and  heredity.    No  child  that  is  of  dis- 
eased and  no  child  of  feeble-minded  parents  should  be  pbeed  in  a^y 
home  for  adoption  until  the  foster  parents  know  the  full  facta  of  the 
r.«ii.  n.)(|  m^e  ready  to  take  every  precaution  to  see  that  the 

,  assed  on  to  others  and  that  later  in  life  the  defective 
pkiuu  is  not  mated  with  normal  stock,  thereby  passing  on  the  defect 
>nd  causing  much  preventable  misery. 

Dkaung  with  the  Illeoitimatb  Family 

Should  case  work  with  the  illegitimate  family  be  conditioned 
exactly  the  same  considcrationa  as  case  work  with  the  legitimate 


•See  his  article  in  ihk  toIubm  on  ^'Tbt  Tbftar  Cm  of  N«||wlsd  sad  Ds- 
(i^^KkotChiklran." 
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fauaiiy?  This  question  has  been  variously  answered:  in  one  way  in  a 
paper  at  the  reoent  National  Conference  in  Pittsburgh,  and  in  various 
wmyt  by  the  different  conferences  on  illegitimacy  in  their  more  inti- 
mate councils.  Our  answer  is  that  it  both  should  and  should  not  he 
In  the  main  "the methods  and  aims  of  social  work  are  or  should  1 
the  same  in  every  type  of  service. "  ^  The  individuals  constituting  the 
iUefitimate  family  do  not  necessarily  diiTer  in  any  wise  in  physique 
eharaeter  or  ability  from  those  constituting  the  legitimate  family 
The  principle  of  individuaUzation  of  treatment  applies  ec^ually  in  our 
work  with  both  groups.  There  is,  however,  one  factor  which  is  pros- 
ent  in  every  case  of  illegitimacy  which  in  the  opinion  of  the  writ 
inevitably  affects  our  case  work  with  this  group.  That  fact  is  that 
the  man  and  the  woman  have  both  broken  the  law  or  the  "mores" 
of  the  larger  social  group  in  which  they  live.  It  is  true  that  the 
lawa  concerning  illegitimacy  have  varied  in  a  most  interesting  way 
as  we  follow  down  the  pages  of  history,  but  failure  to  conform  is  a 
difttnct  social  phenomena  which  must  be  studied.  Therefore  in 
every  case  of  illegitimacy  we  have  an  added  consideration  to  study, 
•*.«.,  why  did  both  the  father  and  mother  break  the  law  and  bring  a 
child  into  the  world  without  the  legal  sanction  of  their  group?  In 
the  widowed  group  the  specific  maladjustment  which  brings  the 
woman  to  our  attention  is  of  a  different  kind;  in  the  deserted  wife 
group  the  man  and  woman  have  followed  the  law  at  least  to  the 
eartent  of  legally  forming  their  family  and  the  man  has  given  the 
woman  and  child  his  protection  for  at  least  a  period.  In  the  illegit- 
imate family  the  psychological  attitude  of  both  the  man  and  the 
woman  will  inevitably  reflect  the  fact  that  they  have  broken  the 
law  and  we  must  understand  in  just  what  way  this  is  so. 

In  the  second  place,  case  work  with  the  illegitimate  family  will 
be  conditioned  by  different  considerations  than  that  with  the  legit- 
imate family  group  in  that  treatment  with  the  illegitimate  mother 
mwd  always  bear  in  mind  and  depend  upon  what  society's  attitude 
ii  toward  the  girl.  Public  opinion  is  such  a  strong  force  and  can 
puniih  80  severely  those  whom  it  condenms  that  we  must  rccko?^ 

*  M.  EL  Richmond,  "Social  DiagnoBia, "  p.  5. 

•  Uadoubtodly  a  certain  percentage  of  unmarried  mothers  are  feeble-mindid  i 
thb  it  abo  trae  of  married  mothers.    There  are  probably  more  feeble-minded 

mothera  than  among  the  legitimate  but  thia  tells  us  nothing 
;  any  individual  in  either  obtfB. 
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with  it,  no  niAtter  bow  unjust  we  nuiy  wmridiy  Hs  liecMoni  to  be. 

-^  JH  well  illufltrHtod  by  the  etee  o(f  Miv.  B,  a  widow  with  five 

Inn  whom  a  relief  afceney  had  been  ■■irting  tioee  the  death  oC 

Iiuf4band.    When  eallinx  on  the  undertaker  to  learn  the  mimber 

IT  hiiHlmnfrs  grave,  he  aasaulted  her  with  the  reeult  that  ahe 

line  preKimnt.     FVom  previoua  experieooo  with  thia  wcmiaa  and 

I  all  that  could  be  learned,  ahe  waa  entirely  innocent  vi  any 

'ho  pruhleiii  that  faced  the  eaae  worken  waa  inevttAbly 

.  nt  from  tlmt  which  would  have  faced  them  under  any 

iiditions.   The  coming  child  had  been  eoneehred  eootrary  to 

1(1  pii)>Iir  opinion  must  he  reekooed  with  in  our 

.  :ticr,  with  her  cliild  and  with  ita  father.    The 

■oci  (T  in  thia  oaae  baa  a  definite  reapooaibility  thniat 

pinion  by  her  eaae  work  to  a  more  juat 

'  temptation  to  do  the  eaay  thing,  to 

•  the  mother  nio\  tTerent  locality  and  to  start  life  afreab, 

<  conferences  which  deliberated  long  and  carefully  on  thia 

.  .1  that  such  a  plan  would  be  cowardly  and  that  it  waa  a  def- 

■  responsibility  to  help  the  mother  through  her  confinement 

iiii  to  return  her  to  the  community  in  which  she  lived.     Then  with 

•  •  riomic  help  from  the  father  of  her  child,  as  well  as  from  the  social 

icy,  she  could  show  that  the  mother  of  an  illegitimate  child  can 

:  V  \N .  irt  hy  of  confidence  and  can  in  every  senae  of  the  term  be  a  good 

•  t  her  to  her  illegitimate  child  as  well  as  to  her  legitimate  ehildren. 

Social  case  workers  then  who  are  working  with  the  Oleglttmate 

iamily  must  do  much  hard  and  careful  thinking.    They  must  have 

iri  mind  the  historical  development  of  the  family,  must  be  in  touch 

>  the  findings  of  modem  criminology  and  above  all,  must  have 

M>urage  and  sympathy  to  work  with  their  clients,  on  the  one  hand 

n^ucating  them  and,  on  the  other,  reeducating  public  opinion. 

maladjustment  which  results  in  the  problem  of  the  illegitimate 

|amily  is  part  of  our  evolving  standarda  of  family  life. 

May  we  not  therefore  emphasiae  the  need  of  a  higher  concep- 
tion of  parenthood  and  of  family  lif e  aa  a  meana  of  praventing  thia 
1?    The  maUdjustment  which  resulted  in  the  birth  of  an 

iutc  child  came  partly  at  least  through  ignoranoe  or  the 

ire  to  realise  the  wonderful  responsibility  and  great  poaaabilitiea 

X  in  its  finest  sense.     We  must  see  that  the  right  kind  of  aex 

cation  is  given  to  the  illegitimate  child  in  its  turn  in  order  that 
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ht  may  tee  the  full  measure  of  his  possibilities.  But  if  our  case 
work  is  to  be  truly  sound,  we  cannot  stop  by  applying  this  only  to 
the  iilegituiutte  child  but  we  will  do  all  in  our  power  to  supply  every 
child  with  a  sound  foundation  in  health,  vocational  education,  nor- 
social  contacts  and  recreation,  and,  above  all,  to  give  it  the 
of  what  life  may  mean  when  every  individual  man  and  worn 
tiered  and  untouched  this  creative  power  of  sex  until 
will  bring  only  joy  to  the  individual  and  welfare  to  society. 


THK  FOSTER  CARE  OF  NEC^JXTED  AND  DEPKNDENT 

CHILDREN 

By  J.  PRifmoi  MuRFHT, 
OmmtaI  SecrvUrr,  BoitMi  Oiildrwi'i  Aid  Socittr. 

Mofe  than  fifty  yean  of  oontrovwty  oo  the  put  of  ehtldreQ't 
workere  as  to  which  oflfere  the  better  care,— the  family  or  the  institu- 
tion,—would  never  have  taken  place  if  all  the  paftisi  interested  had 
cnjuycd  a  conunon  understanding  of  the  signifleance  of  what  the 
iiodem  social  worker  calls  case  work,  that  elastic,  imaginative, 
penetrating  understanding  of  each  individual  in  need,  that  process 
of  interpretation  that  never  looks  upon  the  individual  as  a  solitary, 
soUted  being,  but  as  very  closely  related  to  many  people  and 
things  and  difficult  to  undentand. 

Most  of  the  workers  engaged  in  the  children's  field  of  ■erviee 
have  for  years  past  developed  systems  of  care  and  methods  of  treat- 
ment which  they  felt  were  indisputably  right.    One  of  the  interest- 
ing developments  of  a  good  case  work  job  is  the  diseoyery  that  it 
becomes  increasingly  difficult  to  classify  rigidly  the  children  or 
people  you  study.    One  child  will  be  oonsidered  by  an  iaidUtikf% 
social  worker  as  dependent  but  by  a  much  more  skiUed  worker  as 
•^presenting  a  variety  of  conditions  other  than  dependeney.    There 
ire  copious  illustrations  along  this  line  in  eodety's  treatment  of 
lilult  delinquents.    The  more  we  know  of  the  oonditioos  eauang 
rime,  the  more  do  we  understand  that  pure  delinquent  as  suoh 
^  a  very  rare  condition  in  any  individual's  life.    Just  so  we  diaeover 
lut>ugh  case  work  that  pure  dependency  and  pure  neglect  are  equally 
im  conditions  in  the  lives  of  children.   They  may  be  negleeted;  they 
may  be  in  need  of  foster  care;  but  they  are  also  aserieaol  diflerant 
entities,  some  intelligent,  some  unintelligent,  some  capable  of  great 
^  roK-th,  others  not,  some  well,  some  sick,  some  properly  trained, 
iiuiny  improperly  trained,  some  in  need  of  a  oertain  special  indi- 
vidual touch,  othen  equal! v  in  need  of  a  radically  different  over- 
sight and  supervision. 

The  laboratory  nictho<i  has  prcvailtci  iv^  in  children  s  work 
t  lian  in  most  other  fioUlH  of  scK'ial  work.     There  has  been  little  actual 
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iiodyiDg  of  tncthods  and  results,  little  open-mindcdncss;  l)ut  on 
Ibt  eontrmry,  often  a  fierce  and  violent  contentiousness  on  the  part 
of  advocsieSf  irrespective  of  the  system  in  quostion,  who  wore  con- 
vimrd  that  those  differing  from  them  wore  entirely  in  the  wron;;. 

We  are  hare  oonsiderinK  foster  care  of  children  who  by  reason 
of  a^KlW^,  death,  incomi)et^ncy,  improper  |;;uardianship  or  wilful 
MgleetoQ  the  part  of  their  parents  or  relatives,  must  be  provided  for 
in  foater  homes.  We  arc  not  including  in  this  group  children  whose 
parents  are  suffering  solely  from  poverty.  Such  children  do  not 
propsriy  oome  within  the  scope  of  an  organization  giving  fontoi 
care,  but  fall  within  the  field  of  organizations  giving  relief  in  any 
fonn  or  able  to  advise  and  otherwise  assist  in  the  carrying  out  of 
plans  which  relieve  the  condition  of  poverty  without  giving  mat<>rial 
relief.  We  are  not  eliminating  from  this  neglected  and  dependent 
group,  children  who  by  reason  of  the  parental  treatment  they  li:iv. 
reeetved  present  special  problems  in  the  way  of  discipline  but  wli" 
do  not  fall  within  the  so-called  delinquent  class. 

All  of  the  countries  of  western  Europe,  and  the  United  St 
and  Canada  have  for  two  generations  been  engaged  in  the  procc-  : 
developing  certain  special  methods  looking  to  the  best  care  of  chil- 
dren who  for  any  reason  must  be  taken  from  their  own  families. 
The  time  has  arrived,  however,  for  a  proper  understanding  of  the  only 
dependable  method  of  approach  to  the  care  and  treatment  of  such 
children.  The  whole  controversy  between  institutions  and  agencies 
engaged  in  children's  work  and  giving  different  types  of  care  can  be 
settled  only  through  the  application  of  good  case  work.  Only  in 
this  way  can  there  be  carved  out  for  each  child  that  type  of  care 
wlueh  it  most  needs,  and  for  each  institution  or  agency  that  task  or 
which  the  community  where  it  operates  most  needs. 

The  introduction  of  case  work  has  meant  the  revolution  of  hk di- 

and  law  and  is  meaning  the  revolution  of  social  work.  Every 
braneh  of  social  work  which  is  touched  by  case  work  methods,  is  in 
of  revamping  its  technique,  with  such  results  as  make  the 
type  of  service  a  very  different  thing  from  the  service  of  even 
a  few  jrears  ago.  The  problems  of  the  destitute,  of  the  sick,  of  the 
taaaiie  and  mentally  defective,  of  the  delinquent,  of  the  dependent. 
are  DOW  being  expressed  in  terms  of  hopefulness  and  understanding; 
were  almost  entirely  absent  in  the  past.  This  case  work  ap- 
to  work  with  children  has  particular  significance  because 
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hildren  more  tluui  any  other  membeni  of  aoctety  will  rooft 
from  it. 

T*  roach  to  any  neRlfcUMl  or  (Jcpendcnt  child,  ai  to  any 

lal,  adult  or  child,  should  be  made  only  in  the  tpint 

:inding  his  needs,  of  trying  to  meet  them  rather  than  with 

'    '  his  needt  have  aUvady  ben  interpraied;  thai  ha  hat 

n!  iAMified;  and  that  rigid  and  iiMlaalkiiieibodt  oCtveat- 

proper  and  wine.     With  such  diverw  groops  ci 

'   arise  by  reason  of  oertain  ooodttions  in  Iheir 

c)N^  en's  organisattoD  must  deal,  and  it  must  ao 

ijust  its  work  as  to  be  able  to  provide  the  special  and  intimate 

BtTvices,  sympathies  and  understanding,  whieh  are  the  right  of 

ever>'  child  and  without  which  no  child  can  develop  normally. 

1 1  is  the  task  of  the  social  worker  to  know  the  children  with  whom 
Ir-  ur  she  is  dealing,  to  see  things  jfrom  their  standpoint  as  mueh  as 
from  the  standpoint  of  the  adults  and  others  who  have  affeeted  the 
life  of  the  particular  child,  and  then  to  try  to  provide  through  social 
treatment  the  essentials  which  careful  study  shows  the  child  to  have 
lacked.  Therefore,  every  children's  organisation  which  expects  to 
do  an  effective,  helpful  service  to  the  children  and  to  the  community 
vhich  it  reaches,  must  be  pro\ndc(l  with  workers  who  are  eompetant 
'  understand  the  86cial  problems  which  the  children  pwwnt,  to 
get  their  right  relationship,  and  then  to  apply  the  moat  elfeethre 
social  treatment. 

This  better  type  of  care  will  in  many  instaneea  apparently  eosi 
more  than  less  thorough  work,  but  actually  the  best  and  most  com- 
plete service  to  an  individual  in  need,  no  matter  how  grsat  the  coat, 
is  in  the  end  the  least  expensive.  Moreover,  on  the  cost  skfe,  the 
war  lias  fastened  upon  many  people  of  all  social  positions  this  one 
great  idea:  that  if  so  much  money  can  be  spent  for  a  special  natioiial 
protective  work,  then  with  equal  justice  may  society  poblidy  or 
privately  spend  far  Urger  sums  than  we  have  thought  advisable  in 
the  past  for  the  proper  care  and  training  of  thousands  of  children 
who  through  no  fault  of  their  own  stand  in  need  of  dovdopment  and 
opportunities  which  their  parents  cannot  or  will  not  give  to  them. 

As  has  been  noted,  we  are  not  concerned  in  this  paper  with  the 
problem  of  care  for  children  in  families  where  poverty  is  the  chief 
cause  of  distress.  One  general  principle  should  control  all  work  for 
^Hildren,  namely,  that  the  child's  own  family  ties  with  parenta  or 
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oUmt  reUiti^*<90i  if  it  18  living  with  the  latter,  should  be  broken  only 
••  a  Iftit  resort.  Because  good  case  work  does  not  hold  with  all 
ohildi«D*8  agencies,  this  principle  is  not  observed ;  action  is  often  taken 
in  ignoranoe  of  the  child's  real  home  conditions  and  resources,  and 
he  te  injuied  rather  than  helped;  for-foster  care,  although  it  ni:i 
be  of  the  beet,  is  nevertheless,  in  many  instances,  a  poor  substitute 
for  the  care  which  parents  could  and  would  have  given  if  the  mean^ 
opport unities  or  advice,  had  been  provided.  Even  applications  U> 
trmporary  care  of  children  should  be  carefully  studied  because  often 
the  f^«»g  asked  for  is  not  what  is  needed  and  other  than  temporary 
ears  may  be  necessary  and  imperative. 

The  work  of  the  Bureau  of  Investigation  of  the  Department  of 
Pttblio  Charities,  New  York  City,  under  Commissioner  Kingsbury, 
is  proof  of  how  more  careful  case  work  means  the  keeping  of  many 
children  with  their  own  people.  Fewer  children  were  committed 
by  the  Department  to  the  children's  institutions  in  New  York  Cit> 
during  the  last  years  of  Mr.  Kingsbury's  term  than  were  committed 
during  the  term  of  the  previous  Commissioner,  the  decrease  bein. 
the  result  of  a  more  careful  understanding  of  family  problems  affect- 
ing thousands  of  children. 

Case  Methods  Appliei> 

Let  us  apply  case  methods  to  the  following  special  problems 
which  concern  every  social  worker  and  especially  every  children's 
worker.  Consider  the  question  of  adoptions.  A  study  of  the 
reports  of  certain  children's  home  and  children's  aid  societies  and 
certain  institutions  scattered  all  over  the  country,  shows  a  surpris- 
ingly large  number  of  complete  adoptions  of  children  for  each  year 
of  their  work.  A  study  of  the  reports  of  other  organizations,  often 
in  the  same  localities  and  usually  dealing  with  the  same  types  of 
children  and  caring  for  equally  large  numbers  of  children,  shows 
almost  no  adoptions.  Why  is  this  so?  Careful  study  leads  one  to 
tol  ibat  the  difference  is  due  largely  to  the  lack  of  adequate  case 
trsatment  on  the  part  of  the  first  class  of  agencies  and  to  the  use  of 
good  case  methods  on  the  part  of  the  second  class. 

The  case  work  approach  to  the  adoption  problem  presents  a 
nries  of  veiy  special  difficulties.  First,  the  more  one  studies  intake 
(thai  is,  the  more  one  studies  the  applications  for  care  presented  by 
Parents,  relatives,  interested  friends,  and   cooperating  agencie.'- 
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public  and  private),  the  more  one  ftndt  out  Umi  thtrt  are  raUtivriy 
few  children  without  tome  ties  of  rnlalionihip  vUeb  ibould  be  pf^ 
served.  Tliifi  holds  equally  true  for  tlie  eUld  who  ia  ueoally  adopted 
and  for  the  child  who  ia  given  long  time  free  liome  or  >^^HtT!g  eare, 
either  in  institutions  or  families. 

The  great  majority  of  children  now  ghren  for  adoplioo  are 
illegitimate  children.  However,  a  large  number  are  the  ehildren  of 
hi>vf  tilly  married  people,  who  for  a  varied  of  reaeooi  are  willing  to 
give  up  their  children  or  to  permit  their  ehildren  to  be  taken  from 
thtMu  under  curiously  illegal  legal  agreements  entered  into  with 
th. 

. .  jcial  worker  will  try  to  pieeerve  for  a  depend- 
•  1  child  such  tics  of  relationship  as  will  help  it.    She 
will  uU>  uf  vt  full  knowledge  about  the  child  abe  ie  helf^- 

"»«  will  inc. til  better  care. 

The  adoption  of  a  child  should  mean  the  answering  of  at 
these  questions: 


1.  Is  an  injury  bfling  done  to  tta  paraots  or  raUtivet  in  lAkins  it  from 
kMpang  it  from  thonT 
3.  Are  tiMy  quits  UBsbK  with  peop«r  asriilaBoi^  to  tiaia  tbiir  fl« 

3.  Are  we  eortaia  that  the  sdoptfeo  ptoeaadingi  do  aot  ripriMat 
tn  proper  reqxniibilities  on  the  part  of  a  paraot? 

4.  U  the  ehikl  well  phyrically?    b  it  well  maotallyr 

5.  Have  we  fully  witlirfied  ounehree  aa  to  why  ia  eaeb  particular  hutanee  the 
rriatkmahip,  prorkled  the  paraota  are  liTing,  ia  beiof  aaveradf 

6.  Are  we  trying  where  poaaibla  to  keep  alJYO  the  rwhtinnahip  betwoaa  beotb- 
era  and  aiaten,  aaa<iining  that  the  ehild  copaidated  for  adoptfan  has  bfothan  aad 
Mten? 

Our  failure  as  oommimitiek  to  apply  ease  work  methods  to  the 
adoption  problem  has  meant  that  courts,  oommtmities,  governing 
bodies  and  social  agencies  have  quite  underestimated  the  signifiesnee 
of  their  large  adoption  rates.  Social  oonditioos  are  not  right  in  a 
community  that  year  by  year  is  agreeing  to  adoptions  of  brge  num- 
*^r8  of  children. 

Each  unmarried  mother  takes  on  an  entirely  new  signifiesnee  if 

•  survey  the  adoption  of  her  child  in  the  manner  snggeeted.    The 

..iatemity  homes  get  into  a  right  reUtionship  to  their  jobs  when  esse 

work  methods  are  applied.    Our  failure  to  apply  the  osss  method  to 

niacy  has  meant  our  failure  up  until  now  to  get  the  real 

^..vo  of  our  illegitimaoy  situation.    Only  as  innnmerahle 
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ut  lUidied  and  ana]3^8ed  will  we  get  beyond  the  stage  of  simpl\ 
out  illegitimate  babies  without  knowing  exactly  why  tli* 
and  how  the  tragedies  back  of  each  little  child  may  largely  I  n 
pfOVQoted* 

Careful  casework  with  unmarried  mothers  shows  a  high  percent 
age  of  capable  mothers  who,  if  given  the  opportunity,  have  training 
poaMhilitiffl  wliich  would  benefit  their  babies.     Careful  case  work 
alao  shows  that  many  unmarried  mothers  are  feeble-minded  ' 
suffering  from  syphilis  or  gonorrhea,  and  frequently  that  babies  of 
ibe  latter  class  suffer  from  syphilis.     How  necessary  does  it  Ikmoiik^ 
to  see  that  babies  with  this  inheritance  of  feeble-minded n 
diseaae  are  not  plascd  in  families  where  the  opportunities  oUck  ! 
will  be  wasted  upon  them. 

Our  tendency  to  provide  foster  care  for  illegitimate  children  so 
easily  and  so  constantly,  in  ignorance  of  the  conditions  from  which  ^ 
the  child  has  sprung,  is  evidence  of  the  fact  that  legal  injustices 
with  reference  to  illegitimate  children  and  social  injustices  with 
refeniboe  to  mother  and  child  still  persist. 

When  each  unmarried  mother  and  her  child  are  studied  with  a 
view  to  their  beet  development,  there  will  be  many  instances  in 
which  it  would  seem  wisest  to  arrange  for  the  adoption  of  the  child, 
and  these  children  will  then  be  most  accurately  placed  in  families 
according  to  their  abilities  based  on  physical  and  mental  health. 
More  mothers  will  receive  support  from  the  fathers  of  their  babies, 
more  mothers  will  be  assisted  in  getting  from  the  experience  of  un- 
married motherhood  that  protection  which  will  help  them  and  their 
children  and  the  state.  At  the  present  time  the  failure  to  apply 
case  work  generally  to  the  illegitimacy  problem  means  a  ruinonK 
shifting  of  responsibilities  to  other  parties  who  do  not  always  coi 
iiaue  with  them.  The  best  societies  for  the  protection  of  childreu 
from  cruelty  are  constantly  removing  children  from  adoptive  homes 
where  conditions  of  neglect  hold,  the  primary  reason  for  the  condi 
tioo  of  neglect  often  being  due  to  the  fact  that  some  agency  or  person 
at  the  time  of  adoption  did  not  know  the  whole  story  with  reiomuro 
to  the  child's  physical  and  mental  history. 

All  students  of  the  problem  of  child  care  agree  that  the  normal 
family  is  the  ideal  place  for  the  rearing  and  training  of  children 
This  position  was  emphatically  affirmed  at  the  White  House  Coi 
in  1909,  and  has  been  constantly  reaffirmed  since  th( 
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by  children's  worken  of  all  intaretto,  including  iiwUtittloQi  and 

placing-out  aocieties.    The  chief  difficulty  on  the  part  of  the  Imdtng 

titution  people  is  their  fear  that  tharo  ara  not  aooiich  food 

iiilies.    An  adequate  understandinff  of  nsjiectad  and  dependeot 

Idren  on  the  basis  of  good  case  work,  prevents  one  from  saying 

that  cither  family  or  institutional  eaie  axdusive  of  thr  oibar  eooi- 

plttriy  meets  our  needs.     However,  the  more  earef  uUy  the  ehOdien'a 

organisation,  whether  institution  or  pUicing-out  society,  studies  its 

t  he  more  oooatanl^  dosi  ii  MS 
-  major  serviess  on  something 
approximating  family  life. 

It  was  case  work,  although  this  term  was  not  used,  that  led  to 

the  development  of  the  cottage  type  of  inalittition ;  it  was  ease  work 

that  drove  home  the  idea  that  the  congregate  prison  is  an  evil  and 

at.'     injurious  institution;  it  was  case  work  that  showed  the 

eon :  community  life  and  family  life  may  be  tried  with  innreei 

ing  numbers  of  those  charged  with  delinquencies  and  with  helpful 

it  was  case  work  that  carried  the  hospital  contacts  froiB 

K'  or  clinic  out  into  the  family  and  the  community;  it  is  ease 

I  work  that  is  making  each  progressive  children's  agency  see  every 

'  '  '     receives  as  having  a  variety  ol  needs  which  can  best  be  met  by 

life  or  its  approximation  if  they  are  within  an  institution,  and 

a  the  desirable  thing  is  to  strive  to  transfer  the  training  task  as 

I  rapidly  as  possible  to  family  centers. 

I         Thorough  case  work,  as  applied  to  home-finding  or  more  speetf- 

I  ieally  the  securing  of  foster  family  homes  for  children,  is  of  very 

L^^rowth.    The  fact  that  home-finding  methods  gneraUy  have 

led  so  many  elements  of  chance  has  made  many  institotioo 

I  people  feel  that  good  institutional  care  is  a  much  more  certain  and 

I  definite  thing  to  follow.     If  potential  foster  homes  are  studied  in 

eaactly  the  same  way  tliat  other  families  known  to  soeial  agen flies 

are  studied,  the  element  of  chance  is  inccsasingly  eliminated  and 

ing  of  particular  children  to  particu- 

lA  have  talked  about  and  so  seldom 

aiied.     If  the  home-finding  job  had  ahrays  been  what  some  of 

advooatee  have  said  it  was,  there  would  be  few  types  of  institu- 

nal  care  in  existence.    The  application  of  case  methods  to  this 

ision  of  children's  work  will  effect  as  great  a  revolotioo  on  the 

Mie-finding  side  as  on  the  institutional  side. 
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it  is  a  fact  that  moet  families  into  which  neglected  and  depend- 
ant ebildfsn  finally  go  for  care  are  selected  in  a  pretty  superficial 
way.  Even  reputable  children's  agencies  which  exercise  great  care 
Ib  Jaloiiniiiiiui  the  children  they  will  receive  are  content  with  much 
hm  tboniugh  8er\ice  in  selecting  the  foster  families  to  which  the 
children  are  to  go.  Most  well  organized  cities  throughout  the 
eountry  now  have  confidential  exchanges  and  yet  it  is  rare  to  find 
Iha  children's  organisations  using  these  exchanges  for  their  foster 


A  p()U'nii:il  foster  home  should  be  studied  with  the  utmost  care 
and  everyone  having  important  knowledge  as  to  its  training  abihty 
or  disability  should  be  searched  out.  In  too  many  instances  work- 
aiB  are  prone  to  let  the  question  of  approval  rest  on  a  small  fund  of 
information  furnished  by  the  family  plus  a  few  references  which  they 
have  given,  and  occasionally  information  from  independent  sources 
known  only  to  the  society.  It  is  no  wonder  that  the  most  thought- 
ful students  believing  in  the  institutional  methods — who  see  only  the 
work  of  these  agencies — look  with  questioning  on  such  a  procedure. 

Family  home  work  for  babies  is  largely  a  matter  of  getting  ex- 
pert physical  care.  Yet  an  organization  paying  regard  only  to  the 
ph>'sical  factors  may  by  reason  of  faulty  work  do  great  injury  to  the 
unmarried  mother  of  a  baby  in  such  a  home.  One  society  reported 
the  family  of  a  physician  who  with  his  wife  was  able  to  give  most 
intelligent  cJare  to  certain  babies  placed  with  them,  and  there  were 
no  difficulties  offered  until  the  baby  of  a  young  unmarried  mother 
was  placed  in  this  home.  Then  the  discovery  was  made  that  the 
physieian  was  a  man  of  low  morals  and  had  gravely  tempted  tl 
girl  immediately  on  his  learning  that  she  was  unmarried. 

Where  families  arc  being  sought  for  the  foster  care  of  babies,  it  is 
not  neoenary  to  search  only  for  good  disciplinarians,  or  for  people  < 
imuaual  education,  but  the  home  life  must  be  good,  especially  when' 
thaw  are  contacts   with   unmarried    mothers.      Often   the   most 
effeelm  work  done  is  through  the  foster  mother  rather  than  tl 
irwtor,  who  is  most  directly  concerned  with  the  supervision  of  tli 
mother  and  baby. 

For  quite  a  long  while  a  difference  of  opinion  has  existed  amon 
the  children's  workers  most  interested  in  the  care  of  children  in  f 
bes,  with  regard  to  the  value  of  free  homes  as  against  boarding  li< 
The  advocates  of  the  free  type  of  home  have  contended  that  they 
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UBed  a  better  type  of  home  than  was  trae  of  Um  type  laiirfy  aofiC^ 

in  boarding  out.    If  one  approacbee  the  dispute  with  a  view  to 

tiing  ail  the  facts,  or  in  other  wdrds  follows  the 

lain  things  will  stand  out:  first,  thai  frse  homes 

restricted  to  very  little  children  who  are  without  family  ties  or  whose 

•  an  be  severed  without  oppositkNi  from  parsms  or  olhsm. 

i  ren  are  supposedly  well  and  must  fSuraQy  be  attnethRs; 

that  is,  sick,  diseased  or  unattractive  children  do  not  eome  within 

'  >>  class.    Second,  older  children,  fsnerally  orer  twehrs,  ars  rs- 

od  into  free  homes  because  of  certais  ssrriess  they  may  rsoder. 

It  therefore  becomes  evident  that  a  great  many  children  whose 

'    ties  cannot  be  severed,  or  children  who  ars  onattraetiYa  aod 

ram  poor,  low  grade  homes,  who  are  sick  or  Impaired  phya- 

ically  or  mentally,  must  be  provided  for  in  other  than  free 

'    h  have  developed  strong  free  home  I 

sgti  no  boarding  out,  there  has  also  grown  op  a 

number  of  institutions  which  under  this  system  have  to  take  over 

'    job  of  caring  for  children  whom  no  one  is  desirous  of  fitting  into 

lilies.    Moreover,  many  of  the  free  home  organisations  have  feK 

ngly  that  to  develop  a  boarding  out  service,  that  is  to  provide 

iiiiies  for  these  children  whom  they  could  not  place  in  free 

1)  tend  to  decrease  the  scope  of  their  free  home  work.* 


!  in  Mawohuistts  has  been  poinlsd  to  as  botfiag  Uiit  out. 

10,000  ehildren  in  famOiM  undw  Um  «M«  of  pabKe 

'f  the  10,000 appwwrfiiMitdily  tmo-^hiidt  mn  in  boaid- 

fioiDM.    lliereiinot  >«•  bomt deralopmant in 

hflrfUt«t,butth«r<  »  noM  of  the  iofCiUitioonl  < 

I >ubUo  and  private  or  m  ara  quick  to  give  ftaaStj 

uumtd  has  to  be  paki  \^  ^~  certain  that  sueh 

opportunity  for  frae  earc 


TbeiittiatiooinNeNv  heienltaofai 

of  the  chfldieu'B  rrmn  up  alnngilfli  the 

i  ageodf*^  iooal  population.    Part  of  thk 


iaslitQtion  growth  has  h  ahikiy  tytUm,  but  a  larfi  part 

baa  been  due  to  the  iciei  standing  for  the  board- 

iog  out  klea.    In  oi:.^  ^  „.  ^,  u.^  ._  n vnlving  Jaetlrity  and  ad- 

hartmenttotheneedeof  apartieularBit  ••Tidanen. 

Thederetopaientof  theehiUien's  -  v>w  York  Otgr  De- 

of  Publie  CharitieB  and  the  la  of  ehikiran  in 


iliei  at  board  during  the  fint  year  ai  '^oee^ieatrik- 

iroofof  thewMomorthisadditk)!  iatheatate 

^^  baa  "JgiffM'l  to  eome  of  the  beet  i;  ..uiMi  for  growth 

Mid  a  traosferof  aetiviti«(roBthein9ti  nx. 
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It  is  utt43rly  uaeiww  to  say  that  family  care  is  l)ottor  than  insii- 
UttioiiAl  eare  for  a  particular  chihl,  unless  we  are  prepared  to  ^ive 
coottnuing,  penetrating  supervision.  A  children's  society  placing 
itj  wards  in  families  and  giving  inadequate  supervision  is  oiTcring 
no  arguments  against  institutional  care  but  may  bo  ofTerinp;  many 
in  favor  of  it 

Good  case  work  in  the  children's  field,  among  other  things 
involvea  teeing  an  accepted  rcsponsibiUty  through  to  its  conclusion, 
yet  it  is  not  good  case  work  so  to  load  a  visitor  with  children  pla< 
out  in  families  as  to  make  it  impossible  for  her  to  do  more  than  pay 
a  few  fleeting  visits  in  the  course  of  a  year.     The  standards  set  by  a 
small  number  of  children's  organizations  of  forty  to  fifty  children  to 
a  visitor  are  simply  not  accepted  by  children's  agencies  generally. 
If  the  development  of  opportunities  for  free  home  care  is  check(  fl, 
the  fault  is  due  to  the  neglect  of  the  workers  rather  than  to  the 
jurious  results  of  the  boarding  out  plan.    Almost  none  of  the  a! 
using  either  method  exclusively  have  accumulated  important  i 
records  for  the  children  in  their  care.     This  has  meant,  of  cours< 
lack  of  accurate  and  complete  data  which  must  preclude  any  sei 
ttfic  study.     It  cannot  be  stated  too  frequently  that  this  whole  qu 
tion  of  child  care  is  capable  of  scientific  interpretation  and  unsup- 
ported opinions  must  give  way  to  statements  based  on  facts. 

On  the  other  hand,  few  institutions  have  kept  records  of  tli 
work  in  such  shape  as  to  make  it  possible  to  study  now  the  results 
of  their  services  and  determine  wherein  certain  types  can  ^ 
cared  for  in  institutions  rather  than  in  families.     A  carefm 
of  case  histories  of  children  in  need  of  temporary  care,  conducted 
both  institutions  and  family  agencies,  ought  to  disclose  data  a^ 
which  has  brought  the  more  helpful  service  to  the  children. 

I'he  executive  officers  of  the  Massachusetts  Trustees  for  Tr. 
III.       '      U.  who  have  in  charge  the  three  state  industrial  school.- 
fot  II,  feel  very  strongly  that  whereas  probation  for  a  child  ir 

the  oommunity  represents  a  procedure  that  should  be  tried  in  aim 
•fwy  instance  where  a  juvenile  delinquent  is  involved,  yet  tin 
dhriding  line  between  what  a  family  can  do  and  what  a  training  o: 
industrial  school  can  do  for  a  child  is  not  clearly  and  definitely  und 
■tood  by  very  many  children's  workers.     This  same  indefii 
bokis  in  the  matter  of  institutional  and  family  care  where  ne;^ 
•od  dependaDt  children  are  involved.    The  doctors  and  law} 
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are  constantly  expreiaiDK  inedioU  and  lefd  pfoblemi  in  larmt  of 

^     Dr    Hirhanl  C.  Cabot'f  «' DiirerenluU  Dm^nom**  k  an 

•    •  of  soinrtliiiiK  that  we  ahould  have  in  aoeinl  worH;    The 

of  tiic  iH-st  kind  of  foster  oafe,  whether  in  familiee  or  in 

oould  beet  be  stated  and  Onderrtood  if  we  had  mono- 

..  ^. .  .a){  hiatoHee  and  trmtmenU  of  given  groupe  of  ehildras: 

Ircn  related;  children  without  relativee  or  broCben  or 

iren  with  no  special  problems*  others  with  very  apeeii 

•'alth,  impaired  minds,  or  bad  habits. 

KctuniinK  to  the  matter  of  adoptions,  it  would  throw  great 

'-  u|x)n  a  most  important  question  if  certain  organiflUions  dealing 

1  neglected  adoptive  children  could  ittudy  and  re  state  for  the 

lie  the  histories  and  treatment  of  the  children  involved  and  give 

V  the  reasons  why  theee  children  had  to  be  removed  a 

inio  often  from  homes  of  neglect. 

1  )m  r  ts4>  method  is  also  admirable  for  use  in  weighing  the  ad- 

m*  s  and  disadvantages  of  the  community  in  which  an  effort 

'  U>  made  to  place  children  in  families  as  against  giving  them 

itutional  care.    There  are  many  communities  in  the  United 

tTcring  less  than  a  proper  minimum  in  the  way  of  eoeial  life. 

.  :iool8  arc  poor,  the  terms  are  short,  industrial  opportunities 

nil,  housing  is  bad,  the  country  is  sparsely  settled, — it  is  foUy 

my  children's  worker  to  contend  that  where  such  oonditiona 

:ul  pro|x»r  family  life  with  necessary  neighborhood  eontacta 

l)e  found  in  sufficient  quantity  always  to  provide  for  all  the 

in  need  of  care. 

tendency  of  many  of  the  child-placing  agencies  to  sing  the 

f  the  ideal  home  and  then  to  dodge  so  far  as  actual  work  is 

(1  the  care  and  adequate  training  of  the  more  difficult  chil- 

rred  to  them,  with  particularly  serious  results  at  the  time  of 

tice,  has  thrown  upon  the  institutions  a  ver>'  difficult  task. 

^  particular  reference  to  the  giving  of  care  to  dei)endcnt  or 

.  ud  older  boys  and  girls.     Every  well-informed  child-placing 

c>'  knows  that  when  children  of  twelve  or  thirteen  or  fourteen 

r(>  referred  for  care,  the  problem  of  treatment,  and  the  oer- 

>f  good  results,  are  very  different  from  the  caaes  of  much 

children. 

i  tily  agency  in  receiving  a  child  at  this  age  has  a  much 

nni,  !  if  not  impossible  taak  in  building  it  into  the  texture 


138  The  Annals  or  thb  American  Academy 

oC  a  family.  Years  of  neglect  make  most  necessary  for  the  particular 
child  %'ery  intensive,  special  care  and  not  every  good  home,  good 
ftma  the  standpoint  of  morals,  cleanliness,  intelligence,  etc.,  is  able 
to  pityvide  that  accumulation  of  interests  which  the  adolescent  child 
dmaods  and  has  to  have.  The  psychology  of  this  particular  chil- 
dran's  situation  has  not  been  shaped  up,  at  least  so  as  to  affect  the 
work  of  children's  organizations  as  a  whole. 

A  certain  type  of  institution,  the  like  of  which  is  rare,  might 
be  80  effective  in  giving  care  to  these  older  children,  or  children  who 
arrire  at  a  period  of  dependency  at  a  late  age,  as  to  be  in  advance  of 
the  family  agencies;  but  there  should  be  no  uncertainty  about  it 
and  either  of  the  plans  can  be  entered  upon  with  certainty  only  if  the 
histories  and  treatment  of  each  child  involved  are  studied  aTw]  tlio 
oombined  experiences  properly  interpreted. 

The  extent  to  which  institutional  care  is  given  by  the  Catliolic 
Church  to  its  children  is  a  cause  for  constant  comment,  especially 
as  this  holds  with  reference  to  little  children,  because  if  there  is 
Bexibility  in  methods,  these  are  the  very  children  that  are  most 
easy  to  place  in  families.  The  difficulty  of  getting  enough  Catholic 
families  into  which  these  children  might  go  has  been  offered  by 
some  as  a  reason  for  the  institutional  emphasis.  The  experience, 
however,  of  the  New  York  Department  of  Charities  in  placing  large 
numbers  of  Catholic  children  in  homes  of  their  own  faith  and  in  a 
district  as  congested  as  the  area  surrounding  greater  New  York  would 
seem  in  a  measure  to  dispute  this  contention.  It  is  also  important 
to  note  the  work  of  the  Massachusetts  State  Board  of  Charity  in 
placing  its  wards  in  homes  of  their  own  faith. 

In  the  giving  of  foster  care,  whether  in  institutions  or  families, 
there  are  other  special  considerations  having  a  particular  religious 
sigHificanoe.  With  this  constant  emphasis  on  training  along  certain 
seetarian  lines  as  laid  down  by  various  religious  denominations, 
there  is  interjected  a  special  difficulty  from  the  placing  out  stand- 
point. Good  case  work,  irrespective  of  any  interest  in  any  particu- 
lar religious  creed,  will  see  to  it  that  a  child  is  placed  generally  in  a; 
home  ci  its  own  religious  belief;  that  is,  a  Cathohc  child  in  a  Catho- 
lic home,  a  Protestant  child  in  a  Protestant  home,  a  Jewish  child  in  a 
Jewish  home.  Now,  it  frequently  happens  that  a  home  thought  of 
for  a  particular  child  is  good  on  every  count  except  that  it  is  of  8 
diifefent  religious  belief.     Frequently  the  argument  is  heard  thai 


ji 
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plu  for  the  child  in  quertion  mn  1miv«  do  mtimm 

efTect  on  the  child.    It  will  be  allowed  to  eooiinue  iti  own  religiouB 
lif.  <*uimo0traipeetwillbe|Midtoitaowni«lifk>iifO|iiikkMii. 

11  u     ^   literal  religious  views,  the  writer  of  thii  article  feeli  thai 
0uch  an  argument  is  wrong. 

Growing  out  of  expsriSDoe  with  a  vahety  of  duldrea's  problctas, 
one  does  realise  that  the  stalamont  mada  aboira  thai  faw  ehildrao 
are  without  ties  of  reUtionahip  which  can  be  severed  eomplalatsry 
is  i  :il)ly  true.    The  ohild*s  early  religious  trainiiig  nsoHi 

in  I  ution  of  certain  interests  and  possesions  wfaieb  eaanoi  be 

lightly  dropped.    Therefore,  while  a  child  will  benefit  physically  and 
in  iii.Hny  ways  socially  by  care  in  a  good  home  of  other  than  its  own 
faith,  conflicts  are  presented  to  the  child  which  affeet  it  most  seri- 
ously in  its  later  reunion  with  family  and  friends.    An  element  of 
douht  on  H  lutherto  undebatablo  subject  is  inieeted  at  a  time  when 
tTio  child  is  often  least  able  to  get  his  proper  bearings.    This  would 
m  to  lead  to  the  plan  that  familiar  religious  atmospheres  and 
i;  must  be  continued  for  a  child  when  reeetving  foster  care, 
ing  as  it  may  institutional  care.    There  is  the  further  argu- 
ment that  unless  a  child  is  placed  in  his  old  religious  atmosphere, 
will  \^'andcr  from  a  particular  religious  denomination  and  ipay 
as  be  lost  to  the  membership  of  a  particular  church,  a  spirit  of 
propaganda  for  which  the  writer  has  no  sympathy. 

Careful  follow-up  records  should  be  kept  by  evco'  lauuly  or 

iii!<titutional  organization  of  the  foster  homes  in  use;  that  is,  after 

'>  initial  reception  investigation  with  all  of  its  ramifications  has 

iide  and  a  decision  to  use  the  home  has  been  reached,  then  all 

r  contacts.with  that  home  should  be  smnmarised  and  entered 

on  the  record,  so  that  the  home's  training  and  development  under  the 

»n  of  good  family  visitors,  the  results  of  care  given  to  the 

lit  children  received  into  the  home,  and  the  reasons  for 

or  failure  in  given  instances,  should  all  be  there.    The  i 

>uld  also  show  changes  in  the  family  structure.    In  so  many 

stances  the  children's  agencies  are  prone  to  forget  that  the  family 

organization  as  presented  at  the  time  when  first  used  will  not  Ust 

'  rover,  and  that  a  very  good  home,  good  because  certain  meosben 

•  re  there,  may  become  a  very  bad  home  because  certain  members 

have  died  or  left.    An  illustration  of  this  is  the  home  of  a  deserted 

ifc  whoeo  husband  had  long  been  away,  and  whose  children  showed 

10 
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Uie tff 6CU of  her  good  training.     Her  home  wuh  an  excellent  training 
piiim  for  ebildren  who  had  l)ecn  deprived  of  their  own  parents,  but 
bacine  a  very  bad  place  especially  for  girls  when  the  husband  r( 
tttnied  and  the  wife,  out  of  a  mistaken  sense  of  responsibility,  felt 
•be  eould  not  turn  him  out  of  doors. 

Under  such  a  record  system,  the  visitors  would  be  so  accuratel 
and  eompletcly   informed  as  to  choose  the   foster  homes  with 
greater  eertainty  of  success.     If  a  number  of  children's  organiza 
were  to  keep  such  family  records,  it  would  then  be  possible  t 
under  what  family  conditions  the  children,  with  all  of  their 
vao'ing  jiersonalities,  l)e8t  develop.     It  would  also  be  possible  to 
ebow  the  homes  that  had  l)een  rejected  or  later  disapproved  becau- 
of  tbe  development  of  conditions  which  were  not  evident  or  were  not 
dieeoverabic  at  the  time  of  their  acceptance.     Monographs  on  such 
reoords  of  experience  would  help  all  children's  workers  and  ever 
intelligent  social  worker  dealing  with  children's  problems  would  ha\ 
a  new  value  placed  on  her  l^est  work. 

The  country  is  in  the  midst  of  its  greatest  social  crisis.  K 
cbiidren's  organization  need  feel  that  more  careful  study  will  lead 
to  Its  elimination  for  if  it  base  all  of  its  work  on  good  case  studies 
tbe. treatment  will  be  of  the  right  sort.  Case  work  with  children 
flMMM  knowing  them  and  when  intelligent  people  know  them  they 
tiesi  tbem  wisely.     Knowledge  here  is  power  to  do  the  right  thing. 


ES8KNTIAI  S  nl   (  ASi:  TKKATMKNT  WITH  DKUNQUKNT 

CHILDUKN 


By  Hkniiy  W.  Tmmnon, 
Menbv  ol  SUff,  Tbe  New  York  Sehool  of 


i 

1^^  authority  of  courts  it  is  neooasarily  limited  and  eoloved  by  the 

^mtvision  of  the  law  establiflhing  those  court«;  by  the  penofudiiy 

Mti.i  judicial  methods  of  the  judges;  and  by  the  public  opinioo  that 

itetl  aiui  Bustains  the  laws.     It   is,  therefore,   a  first  requisite 

Ut  rniitinuuuM  kixkI  case  treatment  of  juvenile  deUnciucntji  tluit  thefts 

fx-  I  t  itrht  attitude  of  the  public  mind,  and  that  thi«  attitude  be  ex- 

I  in  laws  and  court  procedure  which  will  permit  and  encourags 

s(*  treatment  of  the  individual  delinquent.    A  brief  reference 

public  opinion  which  found  legal  expression  in  the  Roman 

I  law,  the  penal  code  of  France  and  the  English  oonunon  law,  oom- 

•  od  with  the  American  law  which  in  many  states  gives  a  juvenile 

-  art  chancer>'  jurisdiction,  will  illustrate  the  necessity  of  a  right 

I  attitude  of  the  public  mind  towards  young  offenders  as  a  basis  for 

right  case  treatment. 

The  Basis  or  Case  Treatment  in  Pubuc  Opinion  and  Law 
The  Hoinnn  criminal  law  treated  the  adult  differently  from  tlie 


id  by  making  a  gradation  from  non-punishabihty  seven  jrean, 
ouf^h  stages  of  ''impuberes"  (for  boys  till  14,  for  giris  till  12) 
1  "  minority"  to  full  maturity  at  25  years.  The  amount  of  pun- 
x'Mt  varied  according  to  these  gradations  in  age  though  not  by  a 
scale.  There  was  no  special  judicial  procedure  or  speeial 
punitive  institutions  for  juvenile  offendere. 

The  penal  coile  of  France  similarly  distinguished  between  an 

adult  and  a  child,  placing  the  di\nding  line  at  10  yean.    F6r 

rs  under  16,  the  law  provided  that  if  a  child  acted  without 

nement"  he  was  to  be  ac({uitteil  and  either  returned  to  his 

-  or  sent  to  a  house  of  correction  for  a  definite  time  which 

.>l  end  when  the  offender  reached  the  age  of  20  years.     If  the 

.  lulir  iifuier  16  acted  with  " discemement"  he  was  to  be  pun- 
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itbed  to  a  l««  degree  than  an  adult  according  to  a  graduated  scale. 
There  waa  no  minimum  age  for  punishability  and  no  special  judicial 
procedure. 

The  common  law  of  England  which  has  been  followed  by  the 
statute  laws  of  many  American  states  gave  seven  years  as  the  \o\\- 
eit  limit  of  punishability.  Above  this  age  and  below  maturity 
during  most  of  the  nineteenth  century,  England  and  the  United 
States  have  graded  punishment  according  to  the  judicial  opinion 
of  the  degree  of  responsibility  of  the  young  offender  for  his  offense. 
Of  this  groping  of  the  Roman,  French  and  English  public  opinion 
toward  discrimination  in  the  treatment  of  juvenile  offenders,  as 
expressed  in  their  laws,  Philip  Klein  says: 

Ths  Uw  WQoi  half  way  toward  treatment  of  the  cause  in  acknowledging  tiuvt 
Isflk  of  rw|'a"f^Ht|,  mature  thinking  is  partly  the  cause  of  the  offense,  and  in  es- 
tablUiiDg  the  pntumption  of  only  partial  responsibility  in  the  case  of  juveniles, 
bat  fifltd  to  go  the  rest  of  the  way,  however,  to  find  that  youthfulness  being  the 
eaoti  of  the  lowered  reeponsibiUty,  it  was  this  youthfulness  or  immaturity  that 
had  to  be  dealt  with,  rather  than  the  remaining  amount  of  responsibility 

Thoagh  technically  an  offender  against  the  law  (the  child)  is  really  primarily 
aaeikoted  ehild.  Because  of  his  irresponsibility  and  immaturity  the  child  needs 
ptulsiitiuu  and  training.  When  no  protection  and  training  are  given  the  child  it 
b  Ukdy  to  act  upon  its  own  impulses,  and  these,  often,  in  cases  of  destitution 
nesrijr  always,  take  the  form  of  an  offense  against  the  law.* 

The  same  attitude  of  public  opinion  as  formulated  in  law  is 
authoritatively  expressed  by  Judge  Julian  W.  Mack. 

The  underlying  conception  of  our  criminal  law,  despite  all  the  reforming  ui- 
Siwoeie  that  have  come  in,  is  still  that  of  vindication,  that  the  state  must  vindi- 
sale  by  punishing.  This  ought  to  be  completely  eliminated  when  we  deal  with 
chfldien.  ....  A  child  who  has  committed  an  oflfense,  no  matter  what  the 
Battue  of  the  offense  may  be — even  what  we  call  murder — should  be  dealt  with 
by  the  ttate,  not  as  an  adult  Lb,  merely  to  punish,  but  for  the  purpose  of  correction, 
for  the  purpoee  of  training,  for  the  purpose  of  education.' 

That  courts  in  states  where  public  opinion  toward  juvenile 
delinquents  has  not  yet  become  formulated  in  chancery  law  and  in 
judicial  practice  for  children's  courts,  are  handicapped  in  their 
efforts  to  develop  social  case  treatment  of  children,  the  testimony  of 
Presiding  Justice  Franklin  Chase  Hoyt  bears  convincing  testimony. 

■"The Treatment  of  the  Delinquent  Child  in  the  United  States,"  an  unpub- 

paper  which  traces  the  trend  above  summarized. 
•  Addieai  before  Judiciary  Committee  of  the  Constitutional  Convention  of 
New  Yofk  State,  June  29, 1915. 
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One  of  Um  hapdioiia  whkh  raUrdi  Ikt  Cbfldrvi'f  Gduri 
r<Mot  it  the  impoaibility  of  obUtaJBg  A  ( 
lukr  eoQiUiuUocMl  oooditloiM.    TIm  eoprt  ilwall 
r<Mot  tyitflm  of  triak  ill  flliildi«D't  OMM  riKNiM  b«  doM  Mvtj  villL 
ItmYontoomuflborUiailrKiiAmm.ariniMJlikL    IfdMM 
I  •ow«n  eoold  bt  flonf wed  on  tiM  eoart  il  would  Im  L 
tnd  airaumflUDOei  of  etoh  «m*  at  Um  fint  hMriac  lo  Mi  wiMllMr  Um  diOd  k  to 
<^  of  Um  eara  Mid  iMDitolloa  of  Um  lUU  without  ftral  hftvii^  to  ■•!»  a  ItdbaM 
uiiding  of  iuvonilo  dtUnquaoey.* 

Social  ease  treatment  ot  juvciitM*  <i<iiii<|u<niit  ucnia  firvt  of  all, 

ion,  the  backing,  not  only  of  public  opinion  but  of  public  opinion 

nnulatod  in  law  and  carried  out  in  practice.     A  aeeoDd  need, 

'  ^>)  eeeential,  is  a  similar  public  opinion  formulated  in  Uw 

lal  prooodure  which  makee  it  poanble  that  adults  who  are 

\sponsible  for  the  neglect  and  delinquency  of  children  ean  be 

V  !  directly  by  the  j uvenilc  court,  or  by  another  eoori  oo 

of  the  juvenile  court.     In  practice  this  means  one  of 

tree  things. 

(a)  A  juTOfule  court  with  juriadiotkNi  orar  adulU  in  thair  domartto 
and  in  othar  oaasa  of  adolta  involving  ehildm. 

(b)  A  donaitio  lalalkMia  court  with  juriadiatioo  la  oaaa  of 


(o)  Two  oourta,  ooa  for  juvenilas  and  ona  for  adulta  in  doaa 
cuOparation. 

^A8E   Treatment   fkom    the   Time    of  th«    Offknbk    until 
A  Dbunquent  Is  Placed  on  PsoBATioif 

Ihcrc  are  two  primary  essentials  in  good  case  treatment  during 
this  stage.     First,  the  delinquent  should  be  so  treated  that  the  proo- 
ces  itself  tends  to  make  him  better.     For  example,  if  personal  cus- 
tody away  from  his  home  is  necessary,  that  it  shall  be  in  separation 
•  tm  offenders  and  custodians  who  incite  him  to  further  wrong  and 
.a  company  with  those  who  call  out  what  is  good  in  him.    If  home 
custody  pending  court  hearing  is  even  reasonably  sore  of  producing 
the  delinquent  when  wanted,  and  is  not  of  itself  a  further  enoourate- 
Tient  to  delinquency,  it  should  be  allowed.    The  second  sssentiil  is 
lat  all  the  pertinent  facts  be  found  out,  not  only  about  the  offense 
it  about  the  ofTender  and  his  habitual  experiences  and  activities. 
The  approved  procedure  from  the  time  of  the  offense  to  the  time 

'  AqduaI  RepoK  of  tha  ChiUran'a  Court  of  tha  OU  of  Naw  Yotk,  IQIS,  p.  as. 
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the  delinquent  is  put  upon  probation  (or  dismissed  or  committed 
to  an  institution)  is  suggested  by  the  following  typical  case : 

Three  boys  during  their  habitual  street  activities  of  a  Saturday 
forenoon  found  out  that  the  grocer  was  away  for  the  day  and  that 
the  tr»iiioiii  was  open.    They  agreed  to  go  home  to  luncheon  and 
to  meet  tt  1.30  and  go  into  the  store.     This  they  did,  thus  becoming 
in  tbe  eyee  of  the  Uw  burglars  and  thieves.     They  carried  off  sweet 
eboeoUta,  Nabisooes,  cigarettes,  gum,  candy,  cookies,  etc.,  and  hid 
their  iKwty  in  a  shanty  back  of  one  of  their  houses.     The  next  da\ 
Sunday,  they  went  far  into  the  open  country  and  ate  their  plund(  i 
Meanwhile  a  smaller  boy  who  had  seen  the  burglary  told  on  them 
On  Monday  the  policeman  filed  a  petition  for   each  of  the   lhr< 
boya  with  the  clerk  of  the  juvenile  court.     This  petition  stated  o 
oath  that  (name,  age,  address  of  \yoy)  to  the  best  of  the  knowledjj 
and  belief  of  thejpetitioner  is  a  delinquent  boy  in  that  (description 
of  tbe  offense).    The  clerk  acting  for  the  judge  then  issued  a  sum- 
mons upon  the  parents  of  these  boys,  stating  that  petitions  liad 
been  filed  charging  them  with  delinquency  and  that  a  hearing  had 
been  set  on  a  certain  day  and  hour  in  the  juvenile  court,  and  direct- 
ing that  they  appear  at  that  time  with  the  boys. 

Pending  this  hearing  a  probation  officer  made  an  investigation 
of  all  the  ncce8sar>'  personal,  developmental,  family,  neighborhood. 
and  school  facts  relating  to  the  boys,  so  that  the  habitual  activiti( 
traid  and  opportunities  of  each  boy  became  clear.     The  boys  wei 
also  examined  by  a  doctor  and  a  mental  specialist. 

Specialists*  in  the  study  of  delinquents  agree  that  the  sho: 
period  between  the  detection  of  a  child  in  delinquency  and  the  hear- 
ing U'fore  a  judge  who  is  to  decide  what  is  to  be  done  with  him  is  the 
best  psychological  time  to  secure  the  maximum  degree  of  coopcra- 
taon  of  the  juvenile  delinquent  in  efforts  to  understand  the  real 
reasons  for  his  own  misconduct  and  the  essentials  of  the  best  plans 
to  prevent  recurrence  of  wrong-doing. 

In  cases  such  as  the  above,  with  all  these  facts  summarized  in 
writing, — so  that  the  judge  can  visualize  not  only  the  particular 
offense  but  the  personality,  habitual  life,  and  future  opportunities 
of  the  child, — the  parents,  the  child,  the  probation  officer,  the  ' 
plainant,  friends  and  witnesses  file  up  and  stand  before  the  ji 
Here  there  are  as  many  different  variations  in  procedure  as  there  ar 
different  judges  and  juvenile  delinquents,  but  good  case  treatment 
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..^  inands  of  the  judge  that  when  the  heahog  ii  ended  he  dudl  have 
produced  certain  very  definite  impwinna  on  the  delinqnani  and  on 

his  parenU  and  friends : 


1.  That  th&y  haT^  had  "a  iquare  (kal"  aod  *  fair  ebaace  to  taO  Um  Juilfa 
sitevo' laeBM  to  th«n  fanporUuit. 

2.  That  Um  |ude»  hat  found  out  the  raal  ftali  thai  aohody  hai  "pal  one 
ovf^ronhim." 

8.  That  in  hit  deoWoo,  wrm  to  eommit  to  an  inttltutfan,  ha  aelad  aoi  ia 
nngor  or  in  an  arbitiary  way,  but  to  far  at  hit  duty  tt  a  Judgi  aad  Ihabw  panail, 
rrum  a  dtdra  to  htip  the  offtndtr  "  to  do  bettor"— "  to  girt  Urn  a  laal  thaaea." 

4.  That  if  the  delinquent  it  put  on  pcobatioo  the  Jtalga  hm  aada  dmr  thai 
the  probation  oAetr  it  hit  rtpiettotattva  who.  Uka  tht  iudn  it  Ml  attiy  iooltd 
iad  will  alwayi  give  a  tquare  dtal. 

VnlcMH  a  majority  of  those  who  file  out  of  the  court  room  have  in 
•ulKstance  received  the  above  four  impreaaiona,  the  judge  haa  loit 
much  of  hia  psychological  opportunity  to  make  hia  contribution  to 
good  case  treatment  of  juvenile  delinquents. 

In  thJH  proco88  the  juvenile  court  judge  who  ia  compelled  to  work 
.ier  the  criminal  court  law  ia  aadly  handicapped  for  the  reaaona 
that  at  the  first  hearing  all  that  can  be  taken  ia  testimony  for  and 
t  the  delinquency  of  the  child ;  ami  that  a  reihand  of  the  caae 
lond  hearing  is  neoeaaary  in  order  to  secure  the  aoeial  investi- 
gation and  physical  and  mental  diagnnaiH  upon  which  alone  a  aound 
f  action  can  be  baaed  and  stated  in  the  deetaion  by  the  judge. 
1 1  the  judge  is  almost  compelled  either  to  decide  upon  a  plan 
of  treatment,  on  incomplete  information,  or  to  call  the  child  and  hia 
second  hearing  after  he  haa  had  time  to  have  the 
locted. 
'  iecision  upon  insufficient  information  tenda  to  the  impreaaion 
!)c  child  and  his  family  either  that  they  did  not  get  a  aqiuure 
!  that  the  judge  was  fooled.    A  remand  for  an  investigation 
often  works  real  hardahips  upon  poor  people  in  cauaing  loea  of  time 
and  seems  to  them  unfair.    The  remand  ako  aoiiiettniea 
iitempt  for  a  court  that  calla  the  child  and  hia  parents  to 
Its  bar  without  knowing  or  getting  at  all  the  facta  in  the  caae. 
'    r  words,  it  is  harder  for  a  judge  under  a  criminal  court  pro- 
to  send  a  majority  of  children  and  adults  out  of  his  court 
ling  both  that  they  have  had  a  square  deal  and  that  the  jodge  can- 
t  be  easily  fooled  than  it  is  for  a  judge  under  the  ehnnoety  law. 


196  Thb  Annals  of  the  American  Academy 

Tbii  »  true  even  if  the  average  decisions  ol  the  two  judg< 
equally  wise  from  a  case  treatment  point  of  view. 

Returning  now  to  the  decisions  of  the  judge  re  the  three  bo 
who  were  mentioned  above  as  having  burglarized  a  store  on  a  Satur- 
day afternoon  and  who  had  been  brought  into  court  on  petition  and 
gumfttA^*  as  before  described,  after  all  the  necessary  facts  had  be(  m 
found  out  before  the  hearing,  the  judge  was  able  to  produce  the  four 
impreMions  above  emphasized  as  important,  although  he  made  a 
different  decision  in  each  case.    The  investigation  in  the  case  of  K 
1  showed  a  normal  nine-year-old  boy  from  a  good  home.     He  wa.s 
misehievous  and  active  but  not  vicious.    He  was  in  fourth  grade  in 
school  and  regular  in  attendance.    His  parents  not  only  had  a  goo*  1 
home  but  now  that  they  were  alert  to  the  need  of  more  careful  i)lan3 
and  supervision  for  his  spare  time,  were  able  to  connect  him  with 
Boy  Seouts  and  probably  to  secure  a  change  of  behavior  without 
further  aid  from  the  court.    The  judge,  therefore,  dismissed  him  t 
the  care  of  his  parents. 

The  facts  in  case  No.  2  were  that  he  was  a  twelve-year-old  boy 
in  the  sixth  grade.  The  father  had  deserted  and  the  mother  and 
boy  were  living  with  the  boy's  grandfather  who  ran  a  milk  depot  and 
route.  The  boy  helped  some  in  spare  time  but  was  much  on  the 
street.  Once,  after  saving  money  for  months,  he  had  run  away  with 
other  boys  who  planned  to  go  south  where  they  could  see  "tropical 
fruits  and  waving  grain."  The  judge,  therefore,  explained  that  he 
would  allow  the  boy  to  continue  at  home  on  condition  that  he  and 
his  mother  and  grandfather  and  the  probation  officer  would  work 
together  to  prevent  further  wrong-doing.  He  was  to  be  kept  busy 
and  happy,  not  only  at  his  work,  but  also  during  his  spare  time  activi- 
ties, which  thus  far  had  been  unsupervised. 

The  facts  in  case  No.  3  were  that  the  boy  had  previously  be( 
in  trouble  for  truancy  and  also  for  joining  with  other  boys  in  stealing 
inner  tubes  of  automobile  tires  from  a  shed  used  as  a  garage.  His 
mother  was  dead  and  his  stepmother  was  afraid  of  being  too  bard 
00  him.  The  father  was  brutally  severe  at  times  but  away  from 
home  most  of  each  week.  The  judge  explained  that  he  must  see 
that  this  boy's  habits  and  home  were  changed  and  that  the  boy's 
hest  chanoe  to  reform  was  in  an  institution  unless  a  family  home 
under  more  favorable  conditions  was  possible.  At  this  point  an 
older  brother  who  was  married  and  whose  home  had  been  visit< 
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the  probation  officer  offered  hk  bome,  hit  fttfffml  aarriee  And 

A  Bchool  aMoeiAtionB,  together  with  membetihip  in  a  Junior 

V.  i\(.  ('.  A.  which  offered  •wiminiiiK  and  other  reereAliooe.    Ae- 

COrdin^lv    No.   H  wan   put  on    prnlKiiinti    til  tivr  aL   tlii«  hoiit^  fJ  hie 

brothtM 

In  a  group  ctk^  like  ihu  auiuc  judgue  are  car«((i 
ono  delinquent  and  bu»  friende  preeent  at  the  time  ' 
given,  but  even  if  all  three  boys  and  their  frieoda  ar 

'  the  judge,  not  alone  upon  the  wrong-doing  of  each,  but 
.      conditions  of  home,  play,  school  and  work  opportunity 
and  supervision  as  will  give  each  boy  a  real  chance  to  conquer  his  de- 
t  tendencies,  gives  all  an  impression  of  a  square  deal  in  the 
„       1  facta  as  they  arc.    Good  oaae  treatment  of  aereral  delin^ 
quents  who  have  been  caught  in  the  aame  offenae  does  not  often  da- 
dantioal  decisions  by  the  judge,  but  usually  a  different  da- 
in  some  particular  for  each.    To  the  degree  that  the  differ- 
ences in  decisions  are  based  on  accurate  knowledge  of  facts,  under- 
•  k1  by  the  delinquonU  themaelvae  as  well  as  by  the  judgs,  ih^ 
..    i  their  friends  will  approve  these  variations  in  deeiaion.    Sodi 
I  variations  in  the  judge's  decisions,  however,  are  not  likely  to  be  ap> 
'  hy  the  delinquents  and  their  friends  if  the  major  ampbaaisi 
>o  often  true  in  criminal  courts,  is  laid  on  the  offenae  rather 
ti  on  the  task  before  each  offender  of  so  living  in  future  that  no 
.  utber  offense  will  be  committed. 

Case  Treatmcnt  bt  th«  Probation  Orncsn 
I        The  case  treatment  now  paasea  into  the  handa  of  the  probation 


officer.    The  equivalent  of  the  first  interview  (in  family  caaea  ntoed* 
a  social  worker),  of  investigation,  of  anal>'sis  of  facts,  of  diag- 
nosis, and  of  the  fonnation  of  the  outlines  of  a  plan  has  already 
hoon  taken. 

is  now  the  task  of  the  probation  officer  to  work  out  with  the 

md  his  parents  or  guardians  the  detaik  of  a  eoucse  of  life 

.1  that  will  lead  to  prevention  of  further  delinqiianey  and 

right  habits  and  ideals  of  life,     liight  here  is  where  too  many 

ion  officers  fail  to  do  good  work.    The  deUnquant  knows  he 

in  wrong.     He  usually  has  at  least  a  brief  deaira  and  iniantiao 

io  right.     What  he  needs  and  his  parenta  need  is  a  dear  but  elaa- 

program  for  the  week  which  will  give  the  delinquent  auah  good 
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bo>'«  and  RirU  ought  to  have,  without  constant  temptations 
to  evil  and  further  delinquency.  In  other  words  he  needs  a  pos- 
program  of  things  to  do  which  seem  to  the  delinquent  worth 
in  all  hia  spare  time.  To  this  end  a  careful  study  of  the  n- 
of  home,  school,  playground,  club,  park,  library,  etc.,  needs 
to  be  made  by  the  probation  officer,  the  delinquent  and  his  parents, 
until  it  if  dear  how  a  week  can  Ixi  spent  without  doing  wrong  and 
yet  in  such  ways  that  the  delinquent  can  enjoy  most  of  it.  Inlrss 
such  a  program  can  be  fairly  definitely,  but  with  great  elastic!  t 
laid  out  and  approved  by  the  delinquents,  the  chances  for  ov(  i 
eoming  serious  delinquencies  are  poorer  than  they  ought  to  be. 

It  IB  essential  to  the  success  of  probationary  care  of  delinquents 
Ibat  they  be  helped  to  see  and  to  choose  possible  right  courses  of 
aetton  at  the  precise  points  where  before  they  have  once,  or  fre- 
quently, chosen  wrong  courses  of  action.     It  is  plainly  futile  to  < 
pect  reform  under  probation  unless  the  child  himself  can  be  led  to 
•ee  and  feel  that  right  action  is  not  only  possible  but  worth  while 
from  his  own  point  of  view.     Not  alone  what  the  probation  officer 
Uunks  is  right  and  desirable  for  the  child,  but  what  the  delinquent 
fafaimlf  can  be  led  to  see  is  right,  desirable  and  possible,  will  be 
really  effective  in  changing  his  behavior.     To  this  end  the  relation 
of  probation  officers  to  probationers  must  become  one  of  reciprocal 
eonfidenoe  and  sympathy.     Underneath  this,  but  rarely  used,  is  of 
eotuae  the  authority  of  the  court.    The  probation  officer  should 
alio  have  such  an  intimate  knowledge  of  the  habitual  life  of  the  d* 
linquent  at  school,  at  home,  in  playground,  street,  and  spare  tim 
that  the  dehnquent  will  feel  the  probation  officer,  while  his  frien 
cannot  be  fooled. 

Whether  the  probation  officer  should  be  the  same  person  wl 
the  investigation  of  the  delinquent's  home  and  habits  for  tl 
is  a  secondary  question.     The  success  of  a  good  probation 
depends  upon  his  skill  in  influencing  the  probationer  anH 
changing  wrong  behavior  into  right  behavior,  not  on  the  mere  fa' 
that  be  came  into  the  life  of  the  delinquent  before  or  after  the  hearing 
before  the  judge. 

A  similar  question  is  that  of  reporting  to  the  probation  officer  l> 
the  probationer.  In  some  way  the  delinquent  must  be  led  to  a^ 
fcooiitly  and  on  his  own  responsibility  toward  his  own  reform.  I 
B8  to  report  to  the  probation  officer  at  a  certain  time  and 
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plac<'  (i'IhIs  tn  (ii'\«l<»p  hi-  li.-ti.     •       iImI  "ifi-*-  nf  r«-jM.f  '.'  ...•  .        Tin- 
prolmtiun  ollwtT  lllll?'t  ,  ln.\Vi\.  l      I  mm     !n;i!i\    ..Ml.  r  ;l    •       •   •    1'.!.  .fJii- 

ation  and  means  of  f(ui<iAnce  of  the  protMitioni»r.     \'.  l  •        m  t  h* 

tKjrt  alone,  he  will  often  be  fooled  and  hk  influeoce  be  rediioed  to 

^  than  nil.    Good  case  treattneiit  roeaiu  an  adopUoo  of  available 

ans  to  the  end  that  habit  and  voluntary  behavior  beeome  right 

with  earh  child.    No  general  rulea  are  appUeable  to  all  easM  of  mk 

muralM  any  more  than  to  sick  bodies.    Until  a  piobalioo  Men 

leariiM  this  he  is  not  so  succcesful  as  he  ought  to  be. 

Tlie  application  of  thb  principle  of  individualisation  of  treat- 

ninit  explaiiiH  what  the  right  time  and  method  of  ending  the  proba- 

II  period  are.     If  opportunities  for  right  choices  of  behavior  for 

.'  1  hours  a  day  for  seven  days  m  the  week  are  found  impossible  for  a 

deliii(|uent  in  his  home  and  neighborhood;   or  if,  although  good 

choices  are  possible,  his  actual  choices  are  habitually  wrong,  the 

pn>l>ationary  period  ought  to  end  by  commitment  so  that  control 

ni:iy  U>  tiiforced,  or  by  some  change  of  environment  or  supervisioo 

it  promises  progress  toward  reform.    On  the  other  hand,  when  not 

'    pportunities  for  right  choices  of  behavior  have  been  seen 

I  iquent  but  he  has  learned  to  ehooee  them  for  himself,  the 

'  >bation  officer  should  give  the  delinquent  the  encouragement  of 

'  authority  of  the  court  has  been  ended.     Like- 

•n  of  probation  should  be  entered  on  his  record  at 

the  court.     He  should  know  that  henceforth  he  is  thought  strong 

.  h  to  do  right  with  merely  the  personal  encouragement  of  the 

ion  ofRccr.     Wht^tlier  or  not  this  close  of  the  period  of  proba- 

II  shall  be  celebrated  by  haWng  the  delinquent  released  in 

the  judge  cannot  be  stated  without  knowledge  of  the 

iinly  some  girls  who  have  left  sex  offenses  far  in  their  past,  should 

not  be  compelled  to  go  again  to  court.    Good  case  treatment  of  da- 

iits  demands,  at  the  close,  as  at  the  beginning  and  all  through, 

iie  process  of  release  from  probation  should  be  not  a  matter  of 

•Id  routine,  but  an  act  of  ''constructive  friendship." 

The  final  step  is  that  the  probation  officer  should  \n*  a  \Mir<> 

his  community  urging,  in  season  and  out  of  season,  thi'Mupprt^sriKin 

causes  and  conditions  which  make  for  delinquency  and  also  urging 

wi'  sa  the  provision  of  adequate  facilities  and 

a^  lolesome  juvenile  life  and  education. 


THE  HOMELESS 

Bt  Stuart  A.  Rice, 
FbfBMrly  Buperintaodcnt,  New  York  Municipal  Lodging  House.  > 

Intelligent  treatment  of  homeless  men  and  women  requires 
▼ivid  understanding  of  the  reasons  for  their  homelessness.     Undt 
pnacnt  mot  hods  of  industrial  management  this  condition  is 
mandcd  of  a  vast  number  of  workers.    By  becoming  or  remainii 
homfiffM^  they  render  specialized  services  of  great  importance 
■odety.    Nevertheless,  the  living  and  working  conditions  und< 
which  the  services  are  performed  react  disastrously  upon  th< 
chAimoter,  even  to  making  them  subjects  of  social  case  treatment! 

The  truth  of  these  statements  is  to  be  illustrated  in  the  emplo] 
ment  office  districts  of  any  large  city.    A  recent  inspection  of 
Imbor  agencies  from  Fourteenth  Street  to  Chatham  S(]uare,  alonj 
the  Bowery  in  New  York,  disclosed,  in  all,  opportunities  for  fourteen 
men  with  families!    And  these  were  required  to  l>e  "foreigners! 
The  thousands  of  other  jobs  offered  (tacitly  understood,  not  openl 
stated)  were  for  ' '  homeless  men  only. ' ' 

Tbb  Homeless  in  Relation  to  Societt  and  Industry 

The  writer  has  been  a  member  of  one  of  those  unkempt  com 
panies  you  have  seen  slouching  along  the  street  from  the  labor 
to  the  railroad  depot.     He  has  made  his  abode  in  the  bun  I 
provided  for  these  men.     His  experiences  have  led  him  to  m 
real  appreciation  of  the  abnormal  living  conditions  that  are  forced 
upon  great  masses  of  casual   and  seasonal   workers  throughon* 
America.    Maby  of  the  evils  inevital)ly  resulting  from  these  un 
natural  conditions  may  be  removed  in  individual  cases  l)y  careful 
diagnosJB  and  persistent  social  treatment.     But  the  background  of 
industrial  organisation  (or  disorganization)  will  in  nowise  be  alt(  led 
by  the  most  careful  case  work.     Either  the  men  and  women  re- 
eoctied  in  our  own  case  files,  or  thousands  of  others  like  them,  will 
sCfll  be  compelled  to  live  abnormal  lives  in  order  that  they  mav  live 
at  all. 

*  At  tb«  time  of  writing  this  article  Mr.  Rice  waa  still  holding  this  positior 
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Homelen  men  are  dummdad  to  build  the  hMwm  eiid  iimnebi, 
the  irrigation  fyttems  and  railroada,  to  harveft  our  forofU  and  em- 
bank our  riverB.    They  are  the  piooeenol  modem  induetiy.    They 
iro  hither  and  thither  to  the  rought  uafinUied,  uneomfortable  plaeea 
the  world,  to  provide  hornet  and  civfliaed  oomforte  for  thoee  oC 
who  follow.    Meanwhile  they  live  in  bunk  houMi.    Honalem 
men  are  preferred  to  do  the  *' dirty  work''  in  our  publie  inalilv- 
•118  and  to  scrub  and  dean  at  night  in  our  hoielt.    Oenermlly  only 
"    i;  to  accept  the  work  and  the  houni  demanded. 

men,  for  the  moet  part,  make  up  our  "labor  reeenre." 

-serve  is  highly  essential.     If  some  workers  were  not  onem- 

piuN  t  1  in  slack  or  normal  oonditione  of  industry,  additional  baodi 

could  not  be  employed  in  periods  of  increased  aeiirity.    The  home- 

s  are  usually  the  less  efficient.    Furthermore,  they  are  without 

lonts.    Socially  and  eoonomieally,  therefore,  as  thinfi  nam 

is  advantageous  for  society  that  they  shall  be  the  flrrt  em* 

ploycs  discharged  when  reductions  in  force  are  essential  and  likewise 

til'  '  'Employed. 

I  OSS   and   intemiittcnt   employment,   therefore,  go 
They  are  the  major  characteristics  demanded  by  society 
>ber  of  its  workers.    But  oertain  other  charaeterie- 
laged.    In  the  abeence  of  organised  aoeial  eootrol 
over  industry  a  restless  instability  of  temperament  is  desirable  to 
^     '   fluidity  to  the  labor  supply.    Employes'  indifference  to 
ness  is  fortunate  for  numerous  emplo3ren  who  find  it  im- 
practicable to  supply  bunk  houses  with  running  water.     Even  the 
'  debauch  in  the  city  after  pay  day  has  psyehologieal  re- 
h  prove  convenient  to  the  employer.    Men  or  women 
without  money  are  docile.    How  otherwise  could  they  be  induced 
to  return  to  jobs  affording  no  chance  of  normal  living?    Theee 
unfortunate  developments  of  habit  and  character  we  attempt  to 
combat  in  individuals  by  social  case  treatment.    Yet,  they  are  in  a 
vital  elements  in  our  patients'  professiooal  trainingi 


Classification  of  the  HoMKLns 

Mt  to  use  the  following  grouping  emplo)xd  by  Mn. 

iiberger:*  (1)  the  self-supporting;  (2)thetempo- 

rily  dependent;  (3)  the  chronically  dependent;  (4)  ttie  parasitae. 

*  A.  W.  Sdnbeiger,  "One  Tbmmnd  Honelw  MSB,**  pi  1& 
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We  BUiy  Miy  with  ai)prc)xiinate  correctness  that  in  the  order 
niffuMJ,  these  clanee  mark  the  defrrees  of  progressive  deterioration 
ihRHiili  which  every  homeless  individual  tends  to  pass.  Th. 
mon»  mon  and  women  of  the  first  two  groups  do  not  actually  pass 
into  the  thini  and  fourth  is  a  sure  evidence  of  fundamental  human 
ebarmcter.  Evenrthing  in  the  lives  of  homeless  men  and  women 
drives  thorn  in  the  direction  of  chronic  dependency  and  parasitism. 
Many  fight  on  against  odds,  day  after  day,  to  retain  their  precarious 
foothold  upon  the  social  ladder;  others  go  down  in  the  struggle,  thcii 
spirits  unbroken  to  the  end.  Still  others,  **  exhausted  by  throe  or 
four  generations  of  overwork,  on  the  slightest  menace  of  lowciring 
prices  the  first  to  bo  discharged,"*  prove  easy  victims  to  the  disin- 
tegrating tendencies  of  their  environment. 

The  General  Aims  of  Case  Treatment 

The  first  requirement  in  social  treatment  of  the  homeless  adult 
is  to  check  his  progressive  deterioration  toward  chronic  dependenr'/ 
or  parasitism.  Existing  facilities  for  constructive  treatment  ai 
very  meagre.  Our  efforts  are  everywhere  counteracted  by  the 
encouragement  which  society  gives  to  the  very  tendencies  in  our 
patient  that  we  desire  to  eliminate.  If  we  are  dealing  with  large 
numbers  of  the  homeless  we  cannot  expect  a  restoration  to  normal 
living  in  more  than  a  small  proportion  of  cases.  The  best  work  vr 
can  do  at  present,  therefore,  is  to  assist  the  bulk  of  our  patients  i 
''hold  their  own." 

Another  general  objective  is  in  reality  a  matter  of  diagnosis 
rather  than  of  treatment.     In  any  group  of  homeless  individuals 
there  may  be  singled  out  proper  cases  for  specialized  treatment  i: 
whieh  homelessness  is  a  factor  of  minor  significance.     The  sick,  ii 
sanei  feeble-minded,  blind,  handicapped,  inebriate  and  immigrai 
are  regarded  as  such  typical  cases  in  the  volume  of  which  this  articl 
forms  a  part.     All  of  these  are  found  among  the  homeless  appli- 
eants  for  shelter  or  relief  at  any  municipal  lodging  house  or  charity 
application  bureau.     Many  lost  and  broken  fragments  of  familir 
may  be  recovered  from  among  the  homeless.     Married  men  or 
women,  and  boys  who  have  run  away  from  homes,  will  always  be 
diseovered  if  applicants  are  carefully  interviewed.     As  soon  as  tlw 

KeDy,  **The  Elimination  of  the  Tramp,"  p.  4. 
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facts  in  thflee  eaaet  are  aaoortainad,  Um  problaiM  baeooM  Iboae  of 
'  imily  case  traaimeDt  and  abould  be  referred  to  a  family  aSNiey. 

With  tho  developmeDi  of  fadlitiee  for  diagnnrie  and  with  Ihe 
building  of  additional  ageneiee  for  apeeialiied  ireaUneni,  ibe  eoeial 
function  of  nn  aRoney  or  iniitiiuiton  for  tbe  hoiiifiinai  will  become 
priiiuirily  tliut  of  a  elearing  houao.     In  every  wey  afforded  them 

rial  viim*  workere  ahould  further  tho  brcakinx  up  of  our  bomeleai 

oup  into  ita  component  parte. 

Trbatmbnt  or  thb  8BLr-SuppoRnNa 

The  moet  numerous  group  of  homeleee,  employed  perKmn  witn 

hoin  I  am  acquainted  is  that  which  is  known  at  Ibe  New  York 

limicipal  Lodging  House  as  "the  Saturday  nigbt  deaiMipB." 

-  t  ration  of  applicants  is  proverbially  largest  on  SaUntlay 

1  lie  nion  responsiblo  for  the  increase  are  generally  employed 

rouKh  the  week,  usually  at  odd  jobs  that  must  be  '*  caught"  each 

morning.    Consequently,  by  seeking  a  free  bed  and  meals  at  tbe 

Municipal  Lodging  House  on  Saturday  night,  tbe  earning  of  that 

ly  may  be  reserved  for  Sunday's  living  expenses.    Some  wish  to 

tho  doctor";  othem  want  to  ''get  a  bath  and  fumigalion/'  in 

to  rid  themselves  of  vennin  acquired  in  cheap  eommeretal 

lodKing  houses;  still  othcni  deaire  to  have  their  clothing  washed  in 

the  laundry  of  the  institution.     Women  frequently  are  led  to  our 

doors  from  the  same  motives. 

The  problem  here  represented  is  primarily  one  of  labor  and 

h*  :         ~  ^^   r  than  of  social  case  work.    There  is  no  formula  of 

s<>  tment  for  the  needs  oftbeee  men  and  women.    Most 

of  thi  I  •  ndent  in  attitude  and  fairly  self««ataafied  regard- 

\t\j  '  and  social  status.    They  will  not  accept  serviees 

f r  ii'  other  than  those  they  request.    If  molested  by 

rvice  busy-bodios"  they  will  not  return,  and  wbaterer 

(>;  *    !'~ '^ir  physical  and  moral  sanitation  will  have 

K  it ''clean  up"  iMHupplonnsnted  by  a  friendly 

ut  impersonal  welcome  the  institution  may  at  leaet  continue  to  be 

ver>'  important  agent  in  community  sanitation. 

A  group  of  self-supporting  men  and  women  more  eusoeptable 

*  case  treatment  than  those  described  above,  is  illustrated  by  tbe 

T  aid  hospital  helfx^r  employes  of  the  public  charitable  institu- 

«>f  New  York  City.    Customarily  they  are  recruitod  from  tbe 
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patieiilt  and  imnates  of  the  institutions  themselves.    They  work  for 
a  much  lower  rate  of  compensation  than  is  paid  for  equivalent  ser\ 
leet  ebewberei  and  they  are  recognized  officially  by  the  City  oi 
New  York  as  a  dintinct  type  of  semi-dependent  employe. 

Id  his  dual  capacity  of  employer  and  landlord,  the  head  of  an 
iiifiitution  is  in  a  position  to  render  social  service  to  these  employe  ^ 
of  a  kind  impossible  when  they  are  patients,  inmates,  or  applicants 
for  relief.    The  Municipal  Lodging  House  recognized  this  fact  in 
the  fonnulation  of  a  definite  policy  regarding  the  filling  of  positions 
within  the  institution;  so  far  as  efficiency  in  administration  permits, 
the  Social  Service  Bureau  is  the  employing  agency  for  these  hou^ 
posiiioDs.    Lodgers  who  show  possibilities  of  reclamation  hc< 
our  employes.    As  soon  as  possible  they  are  promoted,  and  « 
tually  are  placed  in   permanent  outside  employment,   careful  1 
eeieetnd  for  its  influence  upon  their  habits.    In  this  manner,  similar 
Opportonities  are  continually  made  for  other  lodgers. 

It  is  most  essential  for  the  success  of  this  program  of  social  serv- 
iee  to  employes  that  group  loyalty  and  group  interests  be  developed. 
FVequent  meetings  of  employes  should  be  held  at  which  common 
prdblens  of  organization  and  management  may  be  discussed  in 
democratic  way.    Outdoor  athletic  sports  are  invaluable  as  a  means 
of  promoting  loyalty.     Holidays  may  be  the  occasion  of  gatherings 
at  which  son^s,  instrumental  music,  recitations  and  special  featur( 
will  supplant  the  institutional  atmosphere  with  that  of  a  communit 
festival. 

If  regular  recreational  and  educational  opportunities  are  not  to 
be  had  at  the  institution  they  will  be  sought  in  the  corner  sal' 
Varkras  clubs  are  practicable.     A  large  reading  and  smoking  i 
provided  with  books,  papers,  magazines,  writing  materials  and 
fames  is  a  popular  success  at  our  Municipal  Lodging  House.     I  was 
once  eomplimented  by  an  unpaid  employe  for  the  choice  selection  of 
Greek  and  Latin  poets  upon  our  shelves.     He  chanced  to  be  a  formci 
Vaie  man.    The  books  (received  in  a  donation  of  cast-off  materials 
had  given  him  many  hours  of  intellectual  pleasure! 

Supervision  of  employes'  expenditures  is  helpful  in  many  in- 
stanoes.  Some  have  never  learned  the  value  of  money  and  spend  i< 
foolishly.  Others  are  unable  to  withstand  the  temptations  of  drink. 
I  •riiplo>'e8  at  theMunicipal  liodging  House  are  encouraged  to  deposit 
their  eamingi  with  me  for  the  purchase  of  necessities,  for  transfer  to 
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%  bank,  or  for  inwtment  in  War  Saviiiii  SUmps.    A  poMliTe  fMn 
in  Aclf-rcspoct  is  evident  in  the  individual  who  hae  pnrehaaed  eloib- 
ing  or  accumulated  lavinffi.    In  MNne  eaaoa  I  have  found  it  desir- 
able to  keep  employes  oontinuoualy  in  debt  to  me  by  advanctnc 
*'  '-m  money  for  legitimate  objeets.    'I*be  amount  due  is  later  de- 
tM  from  their  salaries.    The  invitation  to  mamberiliip  in  the 
s  reoently  accepted  by  five-sixths  of  the  hospital 
'^^  the  Municipal  Lodging  House,  but  a  small  pro* 
vere  receiving  in  excess  of  tweoty  doQars  per 


ii\ 


p.Mui.i  of  a  system  of  credit  or  of  token  moQ^,  such 

founrl  effective  at  Sing  Sing,  would  be  of  the  vtmoat 

ion  of  these  men  and  women.    The  objeel 

>^.>ii.il  be  to  pay  employes  in  the  thingi  they  ra- 

rlothing,  shoes,  moving  picture  tickets,  etc.    The 

payment  is  in  reality  an  inducement  to  spend 

Kt^  in  one  grand  debauch.    Saloon  keepers  in  the 

f  public  institutions  habitually  ascertain  when  em* 

id  and  are  shortly  after  in  pnasssBinn  of  a  large 


lice  are  often  received  from  men  or 

>  have  paid  employment  but  who  are  temporarily  without  funds, 
hould  be  the  policy  of  a  social  agency  to  extend  whatever  credit 
needed  by  these  individuals  for  necessities.  This  should  be  a 
iness  transaction  throughout  and  the  suggestion  of  charity  elimi- 
od.  The  individual  to  whom  credit  is  advanced  may  be  placed 
>n  his  honor  to  repay  the  loan  when  he  is  paid.  Upon  theb  verbal 
pro:  I  live  to  repay  the  institution,  a  number  of  men  holding 

maintenance  at  the  New  York  Municipal  Lodging  H< 
laonth.    The  independent  and  self-respecting  manner  in 
eh  some  of  theee  men  walk  up  to  the  counter  to  pay  their  bills 
nijeaks  for  the  effectiveness  of  the  method. 

Thb  Tsmpobarilt  Dkpbndbnt 

The  demoralising  effect  of  involuntary  unemployment  on  in- 
dividual character  is  not  doe  to  the  absence  of  employment  itself, 
rather  to  the  inevitable  eonteqrnnesM  of  its  abeence.    It  is  due 
K      ■  f  npoed  lowering  of  li\ing  standards  and  to  the  worry  and 
of  seeking  another  job.    Even  the  most  eaUoos  man  or 
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it  aenntive  to  continued  rebuffs  in  a  fruitless  search  for 
I  know  of  nothing  that  will  so  quickly  shatter  the  self- 
rwpect  that  is  essential  to  a  frecborn  individual. 

A  period  of  unemployment  from  which  these  consequences  are 
removed,  in  other  words  a  vacation, — is  considered  to  be  of  j-jroatest 
value  for  the  worker's  reinvigoration.  It  follows  that  if  unem- 
pk^yroent  could  be  relieved  of  its  present  psychical  and  material) 
leaoliB,  it  might  become  a  boon  rather  than  a  curse  to  the  worker. 

The  rcsponsibihty  for  finding  a  new  job,  therefore,  must 
lifted  from  the  individual  who  is  out  of  work,  and  placed  upon 
employment  exchange.     It  logically  follows  that  the  responsibilil 
for  hie  efficient  physical  maintenance  while  unemployed  must  al 
be  ranoved  from  the  individual.     He  may  then  utilize  his  period 
tt&employment  as  a  time  of  physical  and  mental  reinvigoratioj 
Good  food,  recreational  facihties  and  positive  educational  op] 
tttotties  in  a  broad  sense  may  result  in  a  refreshed,  better  equip] 
indi\ndual  when  the  next  job  is  found,  rather  than  in  a  weakem 
discouraged  and  less  efficient  worker. 

Tbere  is  an  apparent  danger  that  in  this  shifting  of  res] 
ability  the  unemployed  individual  may  become  pauperized.     Nd~ 
system  which  maintains  a  worker  in  physical  and  mental  efficiency 
during  idleness  can  have  this  result  to  the  same  degree  as  one  which 
allows  him  to  deteriorate  and  lose  physical  and  mental  efficiency. 
Nevertheless,  he  should  be  made  to  feel  his  own  responsibility  toward 
the  agency  that  has  assumed  the  risks  of  his  unemployment.     A 
work  requirement  clearly  sufficient  to  pay  the  costs  of  the  advan- 
tages received  is  one  means  of  avoiding  any  pauperizing  tendency 
M  this  is  impracticable,  the  individual  should  be  obligated  to  rcpa 
this  expense  when  he  is  once  more  employed. 

Many  periodical  drinkers  may  be  classed  as  temporiirily  (1< 
pendent  during  lapses  from  sobriety  for  the  reason  that  during  th 
greater  part  of  the  time  they  are  self-supporting.     Their  contu(  t 
with  social  agencies  usually  occurs  immediately  following  a  period i- 
eal  spree  while  they  are  still  recovering  from  its  effects.     Tli 
victim  is  invariably  re|)entant.     Advice,  moral  suasion  and  ' '  preach- 
ing" at  this  time  are  usually  quite  useless,  as  the  convalescent  will 
go  farther  in  his  self-denunciation  than  the  social  worker  in  hi 
"preaching."    The  first  necessity  is  to  restore  him  to  a  condition 
oC  physical  efiiciency.     Good  food,  sleep,  rest  and  fresh  air  are 
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ewcntial.     When  he  is  once  more  retdy  to  Uke  work  bit  ehoiee  of 

a  position  becomes  of  utmost  importance.    Faciora  of  his  old  ao- 

iont  may  have  been  responaible  for  his  downfalL    U  em* 

at  can  be  obtained  where  these  faetora  do  not  eadst,  the  imkI 

ce  may  be  averted.    Even  if  sprees  continue,  but  the  intonnals 

I  <  twfK'n  them  are  lessened,  there  is  a  net  fain  for  soeiety  and  the 


iiMliviilual. 

It  may  oven  be  neeeesary  to  aooept  our  patient's  periodical 
^>r  drink  as  a  fact,  and  attempt  to  arran^s  his  employ- 
i  t  it  may  be  obtained  without  interference  with  his  work. 
The  following  example  is  in  point.    A  male  stenographer  with  whom 
tlu*  writer  is  well  acquainted  lived  for  some  time  in  a  charitable  in- 
^titutiun  where  he  was  employed.    Because  the  head  of  the  instt- 
ion  was  both  employer  and  landlord,  sobriety  and  good  behav- 
r  on  8cven  days  per  week  were  required  of  employes.    Each 
weeks  brought  the  stenographer's  inevitable  fall  from  graee. 
uilly,  when  all  interested  in  his  case  despaired,  he  obtained  a  posi- 
1  with  a  commercial  house  where  employers  cared  nothing  for 
habits  outside  of  working  hours.    For  two  years  he  has  con- 
ned to  give  good  satisfaction  to  this  firm,  has  not  missed  a  day 
i  has  received  promotions.    The  interval  between  Saturday  noon 
1  Monday  morning  has  been  sufficient  to  enable  him  to  follow 
irinking  schedule  that  has  not  interfered  with  his  work 
The  writer  views  pragmatically  the  question  of  rchgious  m- 
nccs  in  the  case  of  drinking  men  and  women.    Without  doubt 
re  have  been  many  complete  and  successful  "conversions.'"    On 
'lor  hand,  I  have  known  a  number  of  men  who  were  most  do- 
stimony-givers  at  mission  services  who  were  ebewhere  loud  in 
ir  blasphemy  and  religious  ridicule.    Likewise,  I  have  known 
'    religious  men  to  be  hopeless  inebriates.    Where  early  envi- 
nt  affords  a  basis  of  appeal,  religious  instincts  may  prove  an 
•  ctive  starting  point  for  rehabilitation 

'    itions  are  continually  received  at  the  Municipal  Lodging 

New  York  from  hospital  convalescents,  pre-eoofinement 

nd  dispensary  patients.    The  first  have  often  been  dis- 

1   prematurely  from  over-crowded  hospitals.    The  seeond 

ird  ought  many  times  to  be  admitted  to  a  hospital  but  are 

luded  for  the  same  reason.    In  the  meantime  the  problem  is 

reed  upon  agencies  for  the  homeless. 
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eaaes  emphasife  the  necessity  for  a  competent  modi 
on  the  staff  of  the  agency  for  homeless.  Our  Municipjil 
Lodging  House  physician  must  continually  assume  the  r61e  of  an 
advocate.  He  must  prove  clinically,  and  sometimes  dialcctically, 
tliai  certain  homeless  inmates  are  sufficiently  ill  to  make  their 
adrnWon  to  the  hospital  imperative.  This  situation  is  vaguely 
imdentood  by  many  of  our  homeless  applicants,  who  come  to  us 
raqiMiting  to  be  sent  to  hospitals.  Convalescent,  dispensary  and 
maternity  cases  should  be  provided  with  light  work  suited  to  their 
physical  conditions.  Great  care  is  essential,  however,  lest  overwork 
result 

The  Chronically  Dependent 

Very  few  persons  who  have  once  become  chronically  dependent 
erer  regain  a  place  among  the  self-supporting.  The  result  is 
sible  by  intensive  personal  work  with  a  minor  number  of  cas< 
The  study  at  present  being  given  to  the  prol^lem  of  reabsorbing  wi 
cripples  into  industr>'  will  doubtless  shed  much  light  on  the  po! 
bilities  of  rehabilitation  of  certain  types  of  chronic  dependent 
"Shell  shock"  and  battle  wounds  undoubtedly  have  their  couni 
parts  in  occupational  disease  and  industrial  accidents.  The  de^ 
opment  of  plans  for  training  war-wrecked  men  and  finding  empU 
ment  openings  suited  to  their  individual  handicaps,  will  be  of  quite 
the  same  advantage  to  men  who  have  been  similarly  wrecked  in  tV'^ 
struggles  of  peace. 

The  aged  and  infirm  are  conspicuous  among  the  chronically 
dependent.  It  is  customary  to  consign  them  promiscuously  to  the 
almshouse.  Yet  many  of  them  to  avoid  this  "disgrace"  are 
attempting  under  terrible  handicaps  to  remain  self-supportii 
Employment  may  be  found  for  some  in  positions  where  age  is  uy> 
great  detriment.  The  first  placement  made  by  the  Employment 
Bureau  of  the  New  York  Municipal  Lodging  House  was  of  an  elderly 
woman  who  was  to  have  been  sent  to  the  almshouse.  She  is  still 
in  this  position.    There  are  many  such  cases. 

In  spite  of  these  possibilities  of  delaying  the  inevitable  appro:  i 
of  death  or  complete  dependency,  the  majority  of  the  aged  a 
infirm  men  and  women  who  appear  at  institutions  for  the  homel* 
must  be  sent  to  the  homes  for  aged  and  infirm.  A  great  deal  of  tu 
food  judgment  and  sympathy  is  often  necessary  to  persuade  th« 
pitiful  individuals  that  this  is  their  only  possibility. 
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Men  and  women  with  pbysicAl  K^«MffftfrT  art  infreqimily 

doing  the  work  for  which  they  are  actually  best  fiUad    A  man 

lacks  an  arm  or  fingen  may  be  irjring  to  make  a  Ihriac  1^  tfuek* 

ID  a  freight  hooae.    Men  wHh  weak  eyes  legiiter  for  |Wffftffti» 

clerks.    The  struggle  for  existence  is  serere  and  dteoouragiiif 

those  who  are  thus  handicapped,  and  who  have  no  one  to  guide 

into  employment  for  which  they  are  better  euited.    Great 

is  required  to  prevent  them  from  following  the  eaqr  road  into 

icancy, — a  road  continually  opened  by  the  unthinking  but 

•intentioned  ahnsgiving  of  the  public 

A  desirable  readjustment  of  employment  may  eomelimes  be 

nt  agency.    The  weak-^ed  elerieal  worker  may 

that  he  is  adapted  to  employBianl  where*  the 

1181  vo  use  of  sight  is  not  essential.    The  ooe-anned  lonphore- 

n  may  be  given  work  as  a  watchman  where  the  Umb  of  an  arm  is 

an  important  disqualification.    If  the  handicap  "be  eerioua  and 

individual  discouraged  or  unenterprising,  however,  the 

'Mil  agencies  may  be  necessary.    The  New  York 

iUind,  The  Association  for  the  Aid  of  Crippled  Children  and 

'  Uld  Men's  Toy  Shop  maintained  by  the  Association  for  Im- 

'     Condition  of  the  Poor  have  demooalrated  eomeihing 

>  be  accomplished  in  readjusting  the  lives  of  the  handi- 

:\ir  iciencies  are  responsible  for  much  chronic  depend- 

cncy .  istanoes  might  be  died  of  morons  and  even  medium 

•  ie  imbeciles,  aimlessly  drifting  from  one  social  agency  to  another 

tended  periods  of  time,  without  any  attentwn  being  paid  to 

•ental  conditions. 

During  the  early  spring  of  1914  the  writer  lived  for  a  number 

V      York  Municipal  Lodging  House  dieguised  aa  a 

While  he  was  employed  one  morning  upon 

of  the  institutional  ''work  details"  to  which  he  was  awiigned, 

*    ntion  was  attracted  by  a  boy  whose  physical  degsnera^  and 

feebleness  seemed  apparent  at  the  most  casual  gianee.    The 

stated  that  he  was  twenty-one  years  of  age  and  had  just  been 

put  out  of  his  father's  home  in  Long  Island  City.    Hn  responses 

showed  the  mental  development  of  a  child.    Two  years  later,  after 

writer  had  become  Superintendent  of  the  Municipal  Lodging 

iiuuse,  the  self-eame  boy  was  observed  one  night  at  our  registralaon 
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window.  Inquin'  developed  the  amazing  fact  that  for  these  two 
ymn  he  had  been  drifting  about  the  streets  of  New  York,  working 
at  oeeasiODal  odd  jobs,  a  frequent  applicant  at  social  agencies. 
Yai  iMTer  in  that  time  had  any  one  taken  the  trouble  to  have  his 
OMOtnlity  tasted.  The  mental  clinic  to  which  he  was  subsequent 
•ant  elMBed  him  as  an  imbecile  with  a  mental  age  of  six  years ! 

Whenever  mental  deficiencies  in  a  patient  are  clearly  est 
linhed,  institutional  care  under  strict  supervision  is  the  only  sa 
factory  solution.  But  the  insufficient  capacity  of  appropriate 
ititutions  renders  the  solution  unavailable  in  multitudes  of  c 
When  the  commitment  to  institutions  of  morons  and  harnilesa 
peychopathi!  has  been  impossible,  we  have  found  it  of  value  to  send 
them  to  employment  in  menial  capacities  in  public  hospitals  with 
the  full  co6peration  of  the  hospital  authorities.  Although  employes, 
they  are  then  under  an  informal  supervision  by  superiors  of  profc 
Mooal  experience. 

Where  habits  of  drink  appear  to  be  the  predominant  factt 
among  the  causes  of  chronic  dependency,  we  must  again  turn  to 
imiiitutaonal  treatment  as  offering  the  only  probability  of  cure. 
But  available  facilities  for  homeless  inebriates  are  even  less  ade- 
quate than  facilities  for  the  feeble-minded.  The  City  of  New  York 
provides  a  farm  colony  for  inebriates  and  drug  addicts  at  Warwick. 
This  is  the  only  public  estabhshment  in  New  York  where  farm  colony 
treatment  for  inebriety  may  be  obtained.  Yet  it  has  a  permanent 
cmpacity  for  one  hundred  men  only.  The  Municipal  Lodging  House 
oould  furnish  this  number  of  men  who  need  its  method  of  treatment 
on  almost  any  day  of  the  week! 

Mental  deficiency,  illiteracy  and  alcoholism  arc  sometimes 
eombined  together,  in  varying  degree,  in  a  single  homeless  indi- 
vidual. No  one  of  the  three  factors  may  be  sufficiently  pronounced 
to  make  poesible  specialized  treatment  for  that  handicap  alone. 
Yet  in  combination  they  produce  an  individual  of  general  incom- 
pelenee  who  seems  quite  hopeless  as  a  subject  for  constructive 
effort.  Many  of  these  general  incompetents  are  the  products  of 
child-caring  **  homes."  Condemned  to  institutional  existence  at 
the  beginning  of  their  lives,  as  adults  they  appear  to  have  no  po- 
lentialitieB  for  anything  better.  Some  were  constitutionally  in- 
ferior at  the  start.  They  have  insufficient  ambition  or  persistence 
to  follow  of  their  own  volition  any  program  which  they,  or  soraeoi 
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for  them,  may  outline.    Fordbto  eommitmeot  to  a  faim  toUmy  and 

vooatiooal  Mhool  eonstruoted  after  the  Swiai  type  would  offer  the 

\>i'si  nwAm  of  benefitlna  the  individual  and  nmlciii(  him  aelf-eup- 

ihere  is  idle  aicricultural  Und  in  abuodaiiee  for  eueh 

,  whilo  the  imp'  .laing  our  agricultural  out^ 

^  w»a  powerful  uili  „ at  for  their  eetabliehment. 

Propoeali  for  the  creation  of  nuch  eoloniee  were  made  in  New 

rk   laHt  Hprinic.    The  propoaalii  contrmplaUd  the  uie  of  the 

iiiicipal  Lodging  Houi«  as  a  clearing  center  from  which  indiTid* 

s  in  need  of  farm  colony  treatment  would  be  preaented  to  the 

-   an<l  by  them  committed  on  indetanninate 

:.-:ni  colony. 

The  PARAamc 

'my  men  and  women,  normally  self-eupporting  and  ifHJc- 

'    will  become  temporarily  parssitic  under  certain  dnurn- 

!  lie  migratory  worker  en  route  to  the  harvest  fields  is  an 

luu.    Valuable  and  respected  employes  of  the  Municipal 

.     >;  House  when  drinking  have  been  seen  hogging  promiscu- 

I  outily  upon  the  streets. 

A  large  minority  of  homdees  men,  therefore,  are  occasional 
.'f^rs,  as  well  as  occasional  applicants  for  charitable  assist  anee. 
t  the  professional  mendicant  is  seldom  seen  at  charitable  agencies. 
if) variably  "wise,"  and  can  "worlc  the  public"  much  better. 
rmorc,  his  income  is  usually  sufficient  for  his  support. 
The  need  or  desire  for  obtaining  money  without  work  is  un- 
ity the  initial  occasion  for  mendicancy.    But  this  desire  soon 
...;:»  only  one  of  the  impulses  which  keep  beggars  at  the  tnule. 
iidicancy  has  its  roots  in  gambling  instincts  and  it  aaiiifiea  a 
rain  craving  for  adventure.    The  constant  poesibility  of  a  large 
tuity,  the  never  ending  ^speculation  as  to  the  next  benefactor, 
fascinating  game  of  "  hide  and  seek"  with  the  police,  all  give  to 
mendicant's  life  a  daily  fcveriith  adventure,  the  counterpart  of 
.  jch  is  found  only  in  gambUng,  prospecting,  and  other  hasardous 
'  occupations. 

Since  a  thiret  for  adventure  in  the  mendicant's  soul  is  satisfied 

'..  his  manner  of  living,  no  mere  assurance  of  a  livelibood  equal  to 

'  or  exceeding  that  which  he  obtains  from  begging  wiU  suffice  to 
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pmn  him  away  from  it.    Only  a  legitimate  occupation  ofTerintr 
the  equivalent  in  chance  and  adventure  will  serve  the  purpo- 
Mftiiy  atreet  trades  do  offer  an  approach  to  this  equivalent. 
iiew»«Und  where  the  crowds  are  surging  past  may  prove  the  men  \ 
of  restoring  the  mendicant  to  productive  life.     In  the  cases  wh( 
ifD  or  extreme  physical  handicaps  render  self-supporting  emplo 
meat  impoeaible,  the  mendicant  must  be  committed  to  an  aim 
houM,    Severe  measures,  if  necessary,  are  justified  to  break  up  tl 
wasteful  and  fraudulent  practice  of  street  begging. 

The  "  I  won't  work,"  at  least  among  the  lower  strata  of  society 
Is  largely  a  popular  superstition.     I  have  seen  very  few  men,  n< 
rlsmfid  as  mendicants,  vagrant  psychopaths  or  mental  defective 
who  would  not  work  under  conditions  which  they  considered  to  1 
just.    Not  long  ago  it  was  generally  believed  that  some  men  anl 
women   preferred    unemployment,    homelessness   and    hunger   to 
honest  labor*.   This  opinion  seems  to  have  been  definitely  aban- 
doned by  thinking  people.     In  January,  1915,  2,500  homeless  d 
pendents  were  sheltered  in  the  Municipal  Lodging  House  of  New 
York  each  night.     This  population  was  reduced  within  eighteen 
months  to  little  more  than  100  per  night.     The  same  relative  r< 
ducUon  occurred  in  similar  institutions  throughout  the  countr3% 
It  is  very  evident  that  the  great  majority  of  the  alleged  "I  won't 
works"  of  three  years  ago  secured  work  and  are  still  employed. 
Yet  this  rule,  like  all  others,  is  occasionally  proved  by  its  exceptions. 
It  is  sometimes  found  necessary  to  refuse  the  privileges  of  the 
Municipal  Lodging  House  to  men  and  women  who  will  not  av; 
themselves  of  honest  opportunities  for  employment. 

The  charity  rounder,  the  last  of  the  parasitic  types  which  I 
have  particularized,  is  usually  a  rounder  because  he  has  nevt 
learned  to  do  anything  effectively.  He  follows  the  easiest  way. 
When  placed  at  some  simple  task  within  his  experience  and  intelli- 
Renoe,  he  may  serve  faithfully  and  well  over  considerable  periods  of 
time.  Definite  training  for  simple  tasks,  followed  up  by  careful 
ffupervisbn  when  employment  is  obtained,  may  definitely  remove 
him  from  the  parasitic  class. 

The  methods  of  case  treatment  described  above  are  crude  and 
undeveloped.     We  have   hardly   gone   further  than  attempts   to 
denne  our  problem.    Among  the  human  gains  that  may  come  froi 
the  world  war,  will  be  new  and  better  methods  for  the  treatment 
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of  f)u>  homel«as.    For  still  greater  gains  may  we  hope:  that  out  of 

iKhter  may  come  a  new  eetimate  of  the  value  of  human  life; 

««  as  a  eondition  HemandeH  ol  workan  in  return 

lay  be  banished;  that  the  rigjht  to  normal  living  may 

imbedded  in  the  social  conaeienoe  of  our  people. 


ALCOHOL  AND  SOCIAL  CASE  WORK 

By  Mary  P.  Wheeler, 
,  Clinton  District,  New  York  Charity  Organization  Society.        M 

Lake  all  other  problems  in  social  case  work,  the  problem  of  the 
exeenive  use  of  alcohol  is  seldom  if  ever  found  alone.  It  is  almost 
invariably  l>ound  up  with  other  complications.  Granted  that 
etiher  the  father  or  the  mother  of  a  family  uses  alcohol,  there  is 
inevitably  connected  with  that  fact  a  chain  of  events  which  often 
briniQi  social,  physical  and  mental  problems  with  them.  We  are 
frequently  so  engrossed  with  the  fact  that  our  clients  use  alcohol  to 
excess  that  we  forget  to  see  the  other  problems  involved ;  or  we  may 
see  the  other^problems  first  and  come  to  the  fact  of  alcoholism  after 
much  time  has  been  spent  planning  for  the  family's  welfare  along 
other  lines.  In  our  investigation  in  all  cases  we  should  be  building 
up  a  group  of  facts  both  physical  and  social  which  when  put 
together  should  forewarn  of  a  possible  hidden  drink  problem. 

The  combinations  of  problems  in  which  drink  is  a  factor  which 
seem  to  occur  most  often  are  drink  and  immorality,  drink  and  a  i 
mental  defect  or  mental  weakness,  and  drink  and  a  physical  defect. 
The  following  example  illustrates  the  first  combination : 

Through  failure  to  provide  for  his  wife  and  child,  Mr.  D.  who  wa«  obviously 
a  drinkiBg  nuui,  had  lost  a  good  home.  The  family  was  found  living  in  a  miseruhly 
fufniAcd  room.  The  investigation  confirmed  the  story  of  degradation  through 
drink.  There  was  a  painstaking  period  of  treatment  which  included  both  institu- 
taooal  aod  home  care  and  also  the  religious  influence  of  his  church.  It  was  learned 
stead  of  at  the  outset,  that  Mrs.  D.  was  also  a  drinker,  a  secret  one,  and 
As  Mr.  D.  had  no  confidence  in  his  wife,  there  could  of  course  be  no  real 
for  a  home.    The  mixed  problem  should  have  been  recognized  at  the 

In  the  following  instance  we  have  an  illustration  of  drink  and  a  \ 
mental  defect.  ^ 

Mrs.  W.  talked  freely  of  her  condition  and  admitted  she  could  not  take  alcohol 
whlioat  iti  immediately  affecting  her.  We  knew  her  husband  earned  good  wages, 
Jfi*  we  foood  them  living  in  a  basement,  having  scarcely  any  furniture.  It  dcvel- 
eped  tlMt  a  aster  continually  tempted  Mm.  W.  to  drink  and  the  husband  himself 
dattiemeiy  bcougbt  aloohol  into  the  house.  But  most  important,  we  found  that 
Mia.  W,  «M  worried  beeatiae  she  "  heard  voices."    We  then  took  her  to  a  mental 
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wliere  abe  wm  giv«^  mtdieil  atuotioii  Md  cM«ful  advifls.    Her  ialral 

'  n  fraebc  hflrielf .    "*-  •"-f-f  1  m  mjii^  ■!  hiwM,  *"^"'*^  1^  ^Tr 

irm.    lo  a  frmnk  talk  wtlli  bar  buabuMi  w  OMda  Mm  Iam  Um  f»et 

•ing  a  Unre  iliara  bi  clmnbig  bb  famOy  dova.    Wllb  < 

I  b  equal  kiio«ladt»  oT  tba  Imu  mmI  Uw  tB«i  to  b»  I 

ywuiMiut.    Suraly,  bmrwar.  tbia  waa  Mil  A  aimiila  OBM  of  a  drisk 


In  the  third  eaae,  Mr.  X.  mmiI  he  drank  becauia  be  fdt  fick  all 
tiino.  Wo  found  the  real  trouble  waa  Uibemiloab,  following 
<<  of  drinking  and  unsteady  habiU.  The  pUn  of  traaimcnt  waa 
!t»  pritunrily  for  the  man  who  drank.  It  waa  for  the  nuui 
u  i  oininunicable  diaeaae.  It  ia  indeed  imperative  that  treai- 
t  U*Ktn  with  a  corriM:t  diagnoeia. 

If  it  ia  true  that  the  problem  of  alcohol  ia  acldom  if  ever  unat- 

ri  by  other  complirationH,  it  follows  that  one  cmn  never  feo- 

rt^ardiiiK  the  uncn  of  alcohol.    The  principle  of  individuall- 

f  treatment  appliee  in  thia  field  aa  in  every  other  field  ol 

vork.    Our  plan  of  treatment  ia  further  complicated  by 

the  uaer  of  alcohol  ia  often  a  member  of  a  family  group 

h  muat  also  be  taken  into  account    Too  much  atroaa  therefore 

iot  be  laid  on  the  importance  of  8tud>nng  the  client » of  getting  to 

V  his  background  socially  and  physically.    Although  much  may 

•d  from  our  client  himself,  it  is  often  preferable  to  gain  much 

Htion  before  any  decisive  interview  with  him  takes  plaoe,  in 

jorder  that  the  worker  may  be  more  free  at  that  time  to  beg^  treai- 

t.    Such  information  should  include  knowledge  of  whether  thia 

'-^  t       '  I     '    r  he  has  made  and  forgotten  good 

client  is  another  important  factor. 

voung,  ho  has  no  doubt  taken  to  drinking  for  social  reaaooa, 

to  prove  how  manly  he  is.     If  he  is  middle  aged,  it  may  be 

ill  of  a  social  habit  formed  in  his  youth.     If  he  is  older,  he 

be  trying  to  forget  that  he  is  past  his  best  working  period  or  he 

ia>  hi'  tn  ing  to  keep  himaelf  stimulated  to  compete  with  youacer 

•M«  II      It  t)ur  client  is  a  woman,  this  should  be  gone  into  eYCA  more 

!  ully  and  special  attention  should  be  paid  to  her  nenroua  organi- 

ftation. 

While  in  most  case  work  it  is  considered  beat  to  interview  our 

it  in  his  or  her  own  home,  in  case  work  with  the  man  or  woman 

'    nks,  it  is  usually  wiser  to  plan  for  an  office  interview.    The 

N  ncceeaary  to  make  an  interview  suece«ful  aie  pri\-acy. 
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lAck  of  intemiptioiiB,  feeling  of  freedom,  candor,  openness  and 
plenty  of  time.  In  the  office  the  worker  can  better  control  the 
mtuation  to  include  these  desired  elements  and  can  also  bring  the 
intarview  to  a  close  at  the  psychological  moment.  The  atmosphere 
Umiv  is  more  conducive  to  coming  to  conclusions.  The  drinker,  if 
be  is  a  man,  must  feel  the  thrill  in  carrying  out  an  agreement  made 
in  a  businesfr-like  manner.  His  pride  is  aroused.  He  feels  in  a 
very  real  sense  that  he  is  chiefly  responsible.  Such  a  sense  of 
responsibility,  strengthened  by  simple  encouragement  from  some- 
one in  whom  the  client  has  confidence,  is  one  of  the  most  not*  nt 
factors  in  success. 

A  vital  principle  in  working  with  individuals  who  drink,  as  in 
other  forms  of  case  work,  is  to  work  with  the  individuals  in  question, 
allon^ing  them  every  opportunity  to  express  their  own  opinion  as  to 
the  difficulties  in  which  we  find  them  and  helping  them  t' 

their  plan  for  the  future.    Our  treatment  should  as  far  as  i> 

be  based  on  their  plan,  or  if  we  cannot  accept  their  plan,  we  should 
make  every  effort  to  lead  them  to  our  plan  so  gradually  and  care- 
fully that  it  becomes  their  own.    The  following  will  illustrate: 

In  the  pMt  we  had  been  good  friends  of  the  G.  family.    We  had  not  seen 
them  in  aonie  time,  however,  till  Mr.  G.  came  in  of  his  own  accord  to  tell  us  nl 
ihe  dnyt  of  hard  drinking  which  had  preceded  his  waking  up  to  find  his  far 
ttUnOy  broken  up  and  separated.    When  asked  his  plan  for  the  future,  he  > 
bnek  a  reply  which  showed  that  his  experience  had  really  touched  him,  and  t 
it  had  Titalixed  him  into  making  a  plan  to  which  he  had  mentally  commi 
hioMnlf.    Its  chief  elements  were  change  of  habit,  a  new  routine  of  life  and 
objeetive  of  a  reoonstructed  home.    His  wife,  broken  down  from  oven^ork 
worry,  was  in  a  hospital.    His  children  had  been  taken  by  the  S.  P.  C.  C. 
esuse  be  fdt  that  the  responsibility  was  all  his,  he  wanted  to  start  off  immedin 
Irying  to  rectify  his  errors.     His  plan  was  sound  in  every  resi^ect  and  wc 
opermled  with  him  to  the  end  of  making  it  possible  for  him  to  succeed. 

In  the  case  of  Mr.  B.,  his  plan  included  the  breaking  up  of  his  own  home,  I 
inc  his  wife  committed  through  court  for  a  cure,  having  the  S.  P.  C.  C.  t.ik< 
in  order  to  bring  his  wife  to  a  realization  of  her  responsibilities  and  op! 
and  banishing  himself  and  his  oldest  son  to  a  furnished  room  life  u 
family  eoukl  be  reSstablishcd  on  a  firm  foundation.  Getting  Mr.  H.  to  ; 
i  the  bng  road  ahead  of  him  was  perhaps  the  biggest  po.«)ible  Ii 
both  to  Umseif  and  to  the  case  worker. 

In  making  our  plans  for  the  individual  who  drinks,  we  find  t 
possible  lines  of  action,  care  at  home  or  institutional  treatnin 
Bdore  we  decide  on  either  course  of  action,  we  want  to  have  oi.; 
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tii  very  clearly  in  iiiind.    lo  hit  Report  of  tho  Ii 
Inebriates  Act  for  the  Year  1909,  Mr.  Branthwaito 
uhol  user  in  one  of  three  groups.    They  are  at  folkma: 

1.  The  oomiional  dhnlMr,  thorn  who  tn  f  •CrisUy  modirtte  hi  UMb 
tl  indiilfwne. 

2.  Th0frwdrhikarfroeaaiioadciruBluud,lhoMwhodriakaHrafaMly 

is  eoiuiirtant  wiUi  «tiiot  modonOioa  or  who  U9  anmtkmtffy 
I  he  habiiiuU  drunkard  or  faMbriaU,  lho«  who  am  '*^*^**^"y 
Iteing  ufUftUy  tober,  are  Mibjoet  lo  nnnMJnnil  outborale  ol  < 


I  •'  individuals  wlio  fall  in  the  first  two  trlaMififtatiftni  who 

I  gi\  •    .    .  .    L>est  opportunity  for  eare  at  home.    This  plan  of  treai> 

it  undoubtedly  has  some  diead vantages  which  must  be  realised 

outlet     For  example,  we  are  hampered  in  a  large  city,  no 

1  in  a  small  community,  by  the  attitude  of  the  public  towards 

who  are  trying  to  cure  themselves  at  home.    On  the  one 

in  which  sentimentaliies;  on  the  other,  the 

iid  sees  no  hope  for  the  drinker.    Both  of 

'ifestly  unfair  to  the  individual;   we  must 

[  tic  piil>lic,  on  the  one  hand  asking  people  to  give  the 

..once,  on  the  other,  expecting  them  to  hold  the  in- 

1  dual  up  to  standards,  to  demand  of  him  that  he  attain  the  best 

ui  which  he  is  capable.    There  are,  on  the  other  hand,  ondoublad 

:  vantages  in  home  care  of  which  we  must  take  aoooont.    Among 

(*r  things,  the  individual's  pride  and  self-respect  are  saved;  there 

I  ikiku  been  less  of  a  break  with  the  past,  there  are  fewor  explanatioiis 

Aiitl  apologies  to  be  made.    This  applies  espeeially  in  regard  to  the 

•  Iren  of  our  client,  particularly  the  younger  ones.    Above  all,  if 

ividual  can  remain  in  the  home  and  continue  in  the  support 

.     of  the  family,  the  psychological  effeet  is  very  great.    Such  a 

rsc'of  action  builds  up  self-confidence  and  self-respect,  both  of 

I  which  are  vitally  important. 

'        \\  cighing  the  aid  vantages  against  the  disadvantages,  we  still 

not  choose  home  care  unless  we  are  sure  of  other  facta.    Is  such 

!  iicive  to  the  welfare  of  the  family  as  a  whole  or  will  the 

.   .    H}  materially  injured?    Furtlier  we  must  be  sure  of  the 

crity  of  our  client  in  his  effort  to  get  hold  of  himself  and  we  must 

Uiat  wc  can  direct  his  plans,  if  not  actually  control  them. 

-t  )>o  Sim*  ih.it  \vi>  hiivv  the  needed  resources  to  make  home 
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tut  a  Bueoen  in  the  given  case.  First  among  such  resources  is  the 
proper  medical  care.  It  is  vital  that  from  the  outset  wc  know  the 
pineal  condition  of  our  client  in  order  that  we  may  build  up  his  or 
bar  health  in  every  possible  way.  The  plan  of  a  good  physician  for 
found  health  must  be  the  foundation  stone  on  which  we  build  up 
our  other  plans  for  treatment.  Special  medical  treatment  may  also 
be  used,  depending  upon  the  needs  of  the  patient.  Mr.  Hran- 
thwaitc,  however,  dot^s  not  believe  that  any  of  the  cures  for  alcohol 
have  an  inherent  value.  If  the  patient  believes  that  the  dru^  will 
cure  him,  then  by  all  means  try  it.  This  belief  will  strengthen  his 
will.  Other  resources  sometimes  tried  arc  suggestive  therapeuti- 
clertrical  treatment,  hypnotic  suggestion  and  religious  influence. 
With  some  this  latter  may  be  a  strong  help;  with  others  the  gospel 
mission  may  do  better  work.*  Above  all,  intt^resting  and  remunei 
live  work  and  relaxing  diversions  are  invalual>le.  All  these  rc- 
•ouroea  may  be  tried  in  the  effort  to  gain  our  end  which  is  the  abil- 
ity of  the  individual  to  break  his  past  habits  and  to  establish  self- 
oontrol.  "There  may  be  more  control  there  than  anyone  think>^  " 
•aye  Branthwaite.     "Awake  the  dormant  self-control. " 

It  is  the  persons  who  fall  in  the  third  classification  above  quoi 
who  constitute  the  group  for  whom  institutional  care  is  most  often 
needed.     It  is  therefore  essential  to  have  clearly  in  mind  the  char- 
acteristics of  this  group.     Dr.  Irwin  H.  Nefif  of  the  Norfolk  State 
Hospital,  Maaaachusetts,  says  that  inebriety  is  an  expression  of 
nenroua  weakness  and  that  upon  this  weakness  is  founded  a  habit 
which  we  call  drunkenness.     In  other  words,  there  is  in  the  inebri:: 
a  definite  pathological  condition  which  predisposes  him  to  an  exces- 
sive use  of  alcohol  if  he  drinks  at  all.     It  is  possible  that  inebriety 
may  be  acquired  by  long  continued  indulgence  but  usually  inebri< 
is  inherited  as  a  nervous  condition,  remaining  latent  or  becoming 
evident  according  to  circumstances  of  habit  and  environment.     Dr. 
Neff  concludes  that  inebriety  is  a  definite  disease  and  must 
treated  as  such,  although  much  can  be  done  along  the  line  of  estau- 
Ikhing  new  habits  and  by  personal  influence  as  in  the  case  of  both 
the  occasional  drinker  and  free  drinker.     Because  there  is  a  definite 
pathological  con<lition  in  the  case  of  the  inebriate,  his  or  her  only 
hope  lies. in  having  the  possibility  of  drinking  entirely  removed,  at 

'  Par  ft  brief  diMUflsion  of  the  value  of  gospel  missfon,  «ee  American  I'^ 
Owi  Ptthlksiaioii  200,  July  16,  1917,  pp.  41  and  42. 
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feaAt  temporarily.    It  ifi  for  this  reiaoo  tluii  imlitttlkiiiAi  etra  (iii- 

iiiK  f^nn  colonics)  is  advisable  for  this  type  of  elieots.    The 

itutioiiHl  rare  in  tli<-  treatment  of  inebriety  has  bean  ao 

:  in  the  iirtirlt^  on  '  Ihe  Praetieal  TreaUneni  of  Inebriety 

State  Institution"  by  Irwin  H.  Neff*  aa  to  make  further  dia> 

•  fOMftary  here.    The  reader  will  there  find  a  full  diicua- 

•  arc  in  which  work  nil  thr  nkill  of  the  finest  t\7)c  of  social 
work  is  involvo<l. 

ill  tyiM»«  of  rji.s«»s  I  (innk  isafa<  t..r    l.«  f !  .  .  \i.'  (m ca- 

:  inker,  the  irw  ui  .r  the  inel>rtat4\  it  i*  «■^•«^•nl^:ll  that 

•  ahould  be  given  to  the  num  a  definite  objective  in  life  to  help 

10  his  battle  with  drink.    This  obj'  >iust  be  ehoaeo 

tiowledge  of  the  poesibihties  of  tin  iual  and  muai 

r  be  iMsyond  his  reach.    It  is  needlees  to  add  that  the  objective 

^uuld  l>e  such  as  to  call  forth  the  very  best  efforts  of  the  elieni, 

kwakeniug  his  imagination  and  arousing  him  to  a  new  life. 

'■  Proooedings  of  the  NaUomd  Conferenee  of  Chtfitiw  sad  OavrseUoii,  1015. 
395-407. 
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THE  IMMIGRANT  FAMILY 

By  Eva  W.  White, 
Dinelor,  The  Extended  Use  of  the  Public  Schools,  Boston. 

TIm  tost  of  a  good  case  worker  is  found  in  the  many-sided  field 
of  sociaI  treatment  as  it  relates  to  the  immigrant.  Not  only  is  high 
dkil!  demanded  in  analyzing  personal  difficulties  but  a  knowlodgo 
of  the  customs  and  traditions  as  well  as  the  inner  hopes  and  nspi ra- 
tions of  the  immigrant  is  also  imperative. 

It  is  agreed  that  only  a  beginning  has  been  made  in  social 

*  diagnosis  in  general,  but  it  is  not  so  certain  that  the  same  hum)>l(  ness 
of  spirit  exists  in  regard  to  the  plotting  of  a  plan  of  action  in  relation 
to  our  foreign  residents.  Else  why  are  so  many  philantliropic 
organisations  found  in  immigrant  communities  still  carrying  on  their 
case  work  in  the  rudimentary,  undifferentiated  fashion  of  consider- 
ing certain  human  traits  to  be  so  basic  that  reactions  are  identical 
whether  a  man  be  a  Russian  or  an  Armenian,  a  French  Canadian 
or  a  Pole?  Societies  recognize  the  fine  gradations  of  analysis  that 
are  coming  to  be  required  in  getting  at  the  variations  of  mental 
power  and  of  manual  aptness.  They  draw  on  the  knowledge  of  the 
psychiatrist,  the  psychologist,  the  vocational  counselor,  and  yet 
most  of  these  same  societies  meet  the  problems  of  the  immigrant 
apparently  in  complete  innocence  as  to  the  play  of  dominant  racial 
experiences. 

There  has  been  a  curious  lapse  in  this  respect  in  the  building  up 
of  ease  work  technique.  In  going  about  the  country  the  writer  has 
been  interested  in  inquiring  in  regard  to  this  question  of  specializa- 

in  case  work  for  the  immigrant  and  it  would  assist  the  general 
considerably  if  readers  of  this  article  would  do  the  same.    It 
wfll  be  found  that  in  the  majority  of  our  large  industrial  areas  wli< 
Uie  isBuee,  both  personal  and  social,  are  intense,  as  well  as  in  many 
of  the  foreign  sections  in  our  cities,  organization  after  organization 
is  functioning  almost  exactly  as  it  would  function  in  an  Americ;i 
bom  community.     Two  or  three  of  the  more  important  men)' 
the  nationalitien  living  in  the  towns  or  districts  of  cities  ma\ 

•  on  committees  or  boards  of  management  and  interpreters  may 
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but  the  executives  who  are  ioiraiied  wtlh  leadewhip  wiU  be 

far  too  often  to  have  had  DO  esperienee  Ihel  fill  them  to  iUMler> 

id  European  ouetoma.    They  have  neither  traveled  abroad 

reeided  in  loeal  foreign  ooloniee»  and  often  they  are  amaaingly 

in  an  intelligent  graep  of  the  fuodameiital  kniee  iavohred  is 

adaptation  of  the  penKmnel  oC  thetr  dirtricta  to  the  req«ire> 

its  of  American  living.    Maximum  rsiults  in  the  way  of  asflsliiig 

immigrant  and  his  family  will  never  be  obtained  so  long  as  this 

true,  nor  will  the  conmiunity  be  stimulated  as  it  should  be. 

It  must  be  said  to  the  credit  of  sodal  woric  that  in  eertain  of  its 

it  has  shot  ahead  of  eduoation.    Amerieanitation  soeieties, 

Immigrant  proteetive  leagues,  and  travelers'  aid  groups  have  shown 

) ' >'v  inadequate  school  work  for  immigrants  has  been  and  is.    Cruel 

uuch  of  the  hyphenated  American  propaganda  was,  it  roused  the 

into  realising  what  it  had  not  done  and  an  important  part 

.^  national  defense  program  is  now  concerned  in  working  for  the 

'  intersets  of  the  immigrant  and,  thereforCi  of  ourselves.    Night 

'lure  is  gradually  changing.     Day  cUssesIn  Knglish  and 

...aacbes  of  study  are  operated. for  the  benefit  of  night 

.    Far  greater  attention  is  paid  to  instructing  the  non-EngHsh 

other.    The  schools  are  throwing  their  doors  wide  opeo 

rnruQis^  civic  clubs  and  discussion  groups,  as  well  as 

ties,  so  that  the  thought  life  may  be  eiprsssed  and 

icnts  of  dormant  art  consciousness  may  be  developed 


i^KOMR  Aspects  op  Casb  Work 

The  war  has  caused  the  question  of  inunigration  to  be  faced 

[y,  and  every  social,  civic  or  philanthropio  society  that  has  had 

with  the  immigrant  should  take  account  of  stock.    The  argu- 

pro  and  con  for  immigration  are  many.    Eeonomista  take 

Uie  sociologists  are  not  in  one  camp;  thoee  who  are  interested 

tical  scienee  are  found  to  be  divided.    Among  the  general 

ip  are  thoee  who  believe  in  restricting  inunigratioQ  and  those 

do  not.    Where  do  the  social  workers  stand?    Sentiment,  in- 

n,  (iceneralixations  by  only  a  few  obeervers  over  only  shoit 

of  time  will  not  help.    Massed  experienoe  in  which  the  varied 

of  ph3^cal  standard,  mental  power,  industrial  suoeess, 

effectiveness  and  ethical  outlook  are  gauged  not  as  sepa- 
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rale  eadt  in  themselvee  nor  through  abstraction  but  in  the  blend  of 
pamnaUties  known,  is  the  contribution  demanded  of  social  workers. 
SoeuJ  worken  may  well  ask  whether  their  case  work  is  in  the  hands 
of  penwm  with  the  requisite  breadth  of  understanding.  Is  (>:use 
work  so  organised  as  to  give  the  necessar>'  data?  Is  the  ran 'v  nf 
oootaot  of  secretaries  such  as  to  enable  this  data  to  be  inter  { 
in  its  reUtedness,  not  merely  from  the  point  of  view  of  the  indi- 
vidual but  in  order  to  contribute  to  problems  such  as  the  immigrant 
and  labor,  the  immigrant  and  the  race  stock.  These  are  some  of  the 
larfv  aspects  of  case  work. 

It  is  not  the  object  of  this  paper  to  stand  as  an  essay  for  or 
•gainst  any  of  these  opinions  on  immigration  but  rather  to  point  out 
that  the  case  worker  who  does  day  to  day  work  in  immigrant  com- 
munities and  who  is  not  viewing  each  day's  experience  as  material 
to  aMfet  in  the  shaping  of  public  policy  toward  the  alien,  not  only 
social  work  but  also  becomes  a  deterrent  factor  in  the  prog- 

of  our  knowledge  of  a  subject  which  has  untold  influence  on  the 
future  of  Amefica. 

No  society  should  be  satisfied  with  a  worker  whose  results  are 
maraly  tabulated  by  jobs  found,  medical  assistance  given,  or  tho 
number  of  children's  difficulties  that  have  been  straightened  ou 
A  certain  proportion  of  successful  results  is  to  be  taken  for  granted 
by  any  one  who  has  been  trained  for  a  calling.     Efficiency  comes 
from  what  is  played  up  out  of  personal  contacts.     Here  is  where  a 
oese  worker  falls  down  unless  the  tangled  scope  of  the  immigration 
problem  is  clearly  sensed  and  unless  the  bristling  questions  that  aro 
being  faced  by  outlying  sciences  as  they  play  into  the  field  of  soci 
work  are  understood  well  enough  to  be  tested  by  each  individu 
need  or  family  necessity. 

For  example,  what  policy  does  the  worker  advocate  in  regar 
to  industrial  adjustment  as  a  result  of  experience  with  out-of-work 
cases?    How  do  the  immigrant  cases  difTer  from  similar  cases  which 
involve  the  American-bom?    What  is  the  statistical  comparison  < 
disease  between  a  given  race  and  the  American-born?    If  the  i 
grant  is  more  resistant  than  the  native-bom,  why?    If  less  resi.  .. 
why?    Do  local  case  histories  tally  with  available  statistical  mu 
terial?    If  not,  why?    A  contribution  may  be  lurking  in  such  a 
eeareli  for  fact  within  the  range  of  the  sphere  of  the  case  worker. 
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Proper  QuAuricATioNii  roK  Laae  Womuum 

Cimntecl  that  thin  intcrpUy  beiwMO  the  mIiirI  naadi  of  mfln 
and  women  is  known  and  that  the  ivuea  iiiTohrsd  effeetiiif  ovr 
social  structure  are  recogniaed;  Kranted  that  the  method  it  adopted 
'"ch  person's  difficulties  in  the  light  oC  the  g^ 

.  nationality;  and  granted  finally  that  eo  wide  a  re> 

nsittility  is  aasumed  as  that  of  attacking  such  an  aaramptioo  m 

'  terioration  in  the  light  of  local  knowledfs,— e  queetioo 

iM  to  the  qualifioatkyna  and  training  of  pereooe  who  eve  to 

serve  public  and  private  agenciee  in  the  field  of  aetioo  of  the  immi- 

-mt.    As  to  the  personal  qualifications  of  a  worker  with  fanaii* 

nts,  certainly  there  nhould  be  no  ray  of  prejudice.    The  worker 

o  is  so  caught  by  the  romance  of  difference  as  to  see  every  immi- 

'  !om  in  high  lif^hts  is  quite  as  mueh  agMnet  the  eauee  of 

i.int  a8  the  one  who  cannot  shake  off  the  ihaeklei  of 

::lo-8axon  provincialism.     In  other  words,  the  baUnced,  eeieo- 

'    '  *hut  searches  and  waits  is  of  importance:  not,  however, 

c  mind  of  the  recluse  but  of  the  individual  who  lives  with 

men. 

V     '■■/  "'ays  its  part  on  the  elemeDtal  plane;  beyond 

thought  and  assoeiatton  which  make  oar 

ilisation,  the  change  of  emphasis  of  which  can  only  be  known  by 

0  contact  with  people.  If  it  be  permitted  to  recognise  tempen^ 
lit,  a  social  worker  with  immigrants,  more  even  than  thoee  in 
(T  fields,  should  have  that  intangible  power  of  winning  oonfidenee 

1  of  rousing  belief  in  self  which  breaks  down  all  barriers  and  bnngs 
Mt  understanding  on  the  basis  of  human  nature.    Thii  ia  e»> 

important  in  the  case  of  a  worker  whose  raoe  stock  is  dif- 
itM  1  the  race  stock  of  the  community  which  is  served. 

iH<<  to  a  mooted  point.     Which  will  do  the  better,  a  per> 

I  tage  reaches  back  far  enough  to  be  considered  a  real 

>ur  country  or  one  who,  if  not  an  Americaaiaed  immi* 

l>om  in  this  country  of  immigrant  parents?    If  it  were 

ly  stated  that  only  Italians  should  work  among  Italiana, 

Miiiians  among  Bohemians,  such  a  statement  would  be  far 

Id.    This  error  is  made  by  certain  sodetiee  organiaed  on  a  racial 

is.    On  the  other  hand,  society  after  society  in  this  ooimtryis  erip- 

d  because  the  staff  is  made  up  of  persons  with  no  affiliatiooa  with 
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the  raoUl  groups  among  which  thoy  are  working.    The  fact  of  thu 
mfttler  is  that  a  member  of  a  given  race  has  certain  marked  advan- 
lAfBS  over  *  person  not  of  that  race.     The  ability  to  talk  freely  in  n 
BittUAlly  underetood  language,  appreciation  of  a  common  tradition 
the  understanding  of  racial  or  religious  customs,  are  tremendous! 
important  and  are  of  immediate  advantage  in  the  first  days  of  con 
fusion  and  inquiry  when  the  immigrant  arrives  in  this  country 
Aa  aooo  aa  the  immigrant  has  gained  a  footing,  however,  anoth( 
eooeideration  enters  in  and  that  is  the  obligation  to  bring  the  immi- 
grant into  such  contact  with  Americans  and  American  ways  as  w\\\ 
lead  to  an  appreciation  of  the  American  outlook. 

The  history  of  the  Slavs  has  made  the  Slav.  The  history  bad 
of  America  has  made  the  American.  It  is  incumbent  upon  us  thai 
we  understand  those  who  come  from  Europe.  It  is  equally  ncces- 
•ary  that  they  appreciate  the  type  of  person  born  and  bred  here  for 
generations  and  reared  under  our  institutions.  This  is  fair  play  and 
the  faults  of  both  in  relation  to  our  country  can  only  be  eradicated 
b>'  mutual  cooperative  effort  based  on  understanding;  and  this  can- 
not be  brought  about  at  arm's  length.  Therefore,  the  person  of 
American  descent  whose  background  of  experience  justifies  the  claim 
of  understanding  the  alien,  has  a  place  on  the  staff  of  societies  organ- 
iied  to  assist  the  immigrant. 

When  residents  of  a  locality  take  the  attitude  that  no  straight 
American  should  be  engaged  in  their  district,  they  are  to  be  con 
demned  as  missing  an  opportunity,  not  only  directly  for  themselv( 
but  alao  in  the  way  of  interpreting  their  contribution  to  that  large  i 
etrde  ealled  the  public  on  whom  after  all  their  welfare  dep< 
The  ideal  combination  of  workers  would  include  both  persons  „.. 
have  immigrant  ties  and  those  who  have  not.     Under  no  considera 
tkm  should  a  person  be  made  a  secretary  for  the  mere  reason  that  v 
it  thought  advisable  to  have  a  representative  of  a  certain  racial  group 
on  the  staff  for  that  reason  alone.     Standards  of  efficiency  have  too 
ofleo  been  let  down  when  it  was  decided  to  appoint  persons  who  ar( 
OMOlbersof  alien  groups  so  that  truly  representative  agents  have  noi 
been   chosen.    The   foreign-speaking  agent   should   have   inborn 
qualities  of  a  high  order  and  should  serve  an  apprenticeship  over  a 
period  of  time  long  enough  to  know  well  the  resources  of  a  com- 
munity.   Certainly  no  novice  should  ever  be  plunged  into  an  immi- 
grant district.    A  secretary  not  of  European  parentage  should  not 
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only  have  a  wide  nunfe  of  experkoM  in  mm  work  but  alto  the 
of  long-term  rendenoe  in  a  foreign  eolony  in  order  to  epfveeuile  the 
III  of  a  raoe  and  also  in  order  to  know  the  apeeial  d^euhte  the 
uiKraiit  moeta  with  in  this  country.    This  subtle  undiwtindinK 
doefi  not  lonie  in  one  week  or  two 

The  training  of  a  caM  worker  among  unmigraiita  liiottid  be  oon- 

oemed  not  only  with  the  ivual  methodi  61  foeial  diapMMb  and  treal 

ment  but  with  tho  working  of  the  institutk>ns  that  have  been  or- 

-*'    ilarly  for  immigrants.    The  operation  of  our  lawi 

d  and  tested.    What  public  officials  oan  and  eannoi 

hould  be  known.    No  one  should  begin  to  do  ease  work  among 

*-  who  is  not  thoroughly  familiar  with  the  method  by 

iS  are  admitted  into  this  country  and  guided  to  their 

inations;  with  the  operation  of  the  courts  as  they  affect  the  im- 

rant;  with  the  steps  that  lead  to  citixenithip;  with  the  empl(0'- 

t  offices  as  they  serve  in  getting  work.    The  weak  and  strong 

r  l>otli  public  and  private  agencies  must  Iw  known  and  a  pei^ 

^iiould  have  become  expert  in  using  available  resooroee  or  in 

piemen  ting  the  same  before  an  appointment  aa  an  eeecutife  ean 

be  expected. 

Types  op  IiniioRAin*  Problems 

Compared  with  case  work  in  the  main,  individual  and  family 

grant  problems  that  an  agency  is  called  upon  to  face  are  not  of 

degenerative  type.    The  immigrant  gets  into  trouble  and  needs 

ce  most  often  because  of  a  failure  to  understand  American 

ents  or  because  of  imperfect  adaptation  to  our  conditions. 

,  certain  immigrants  drink  to  excess.    Of  course,  there  are 

shiftless  among  them  as  well  as  those  who  neglect  their  homes 

''  ose  who  fail  to  go  forward.    Sickness,  too,  pla>'8  its  part  in 

>  work  for  the  immigrant.    In  general,  however,  it  can  be 

sumption  that  the  needs  of  immigrants  who 

%  MM  :u  '*  r-overed  with  comparative  ease  and  that  the 

>ortioT)  A  results  to  failures  will  be  high.    This 

:<i  not  for  a  moment  be  taken  as  inferring  that  our 

- 's  more  difficulties  or  difficulties  of  a  kind  that  do 

olution,  but  it  must  be  frankly  admitted  that 

iiitive  bred  will  not  go  to  a  charity  except  m  a  bst 
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On  the  other  hand,  the  immigrant  tends  to  turn  to  local  agen- 
cm  for  MOBtanoe  for  no  other  reason  than  to  he  sure  that  the  right 
tiAok  has  been  chosen.  This  is  more  and  more  true  now  that  the 
mom  ooming  to  us  are  finding  us  far  different  from  themselves.  The 
iBunigrant  arrives  with  a  humble  trust  in  the  helpful  personal  in- 
terait  of  Americans.  Even  pohce  officers  are  often  asked  to  dccid* 
upon  the  most  intimate  matters  of  family  policy.  In  short,  a 
worker  among  immigrants  can  take  it  for  granted  that  an  immigrant 
in  entering  an  office  has  come  for  information  or  guidance  as  such, 
tbet  there  is  no  drag  of  personal  weakness  or  broken  ties  of  family 
or  group  to  be  faced  in  the  majority  of  instances. 

ilii  iStcalrafum.  A  man  out  of  work  and  physically  run  down  had  been  wor 
iag  M  an  «w»*»rnwi  helper  in  a  factory.  Wages  at  the  time  he  was  intervieA\'(Hi 
1 92JB0  per  day.  He  had  been  in  the  United  States  two  years  and  said  he  had 
a  draftaman  in  Europe.  The  man  was  given  a  pencil  and  to  the  surprise  of 
afeot  drew  the  picture  of  a  cottage  in  which  he  had  hved  in  Italy  and  when 
bow  tlie  rooms  were  arranged  in  the  cottage,  drew  a  floor  plan.  The  man 
WBB  aikad  if  be  waa  in  need  of  money.  He  replied  that  he  was  not  but  he  was 
sreatly  worried  becauae  he  would  be  in  a  couple  of  weeks.  He  said  he  had  heard 
that  the  agent  oould  belp  him  to  get  another  position  where  his  work  would  not  t^"* 
aabaid. 

Action  on  Urn  eaoe.  An  appomtment  was  made  with  an  Italian  physician  who 
lepQCted  tbat  tbe  man  needed  rest  and  that  he  was  unstrung  nervously  because  he 
did  not  like  hia  work  which  had  been  too  heavy  for  him.  An  architect  was  tele- 
pbooed  to.    By  a  stroke  of  good  fortune  he  said  he  would  see  the  man . 

Amrff.  Eight  (8)  yean  from  that  date,  the  family  was  living  in  a  suburban 
bona  wbieb  waa  being  paid  for  through  a  codperative  bank. 

It  is  to  be  noted  in  connection  with  this  case  that  very  few 
qimtions  were  asked.    The  record  might  be  considered  incomplet 
yet  oertamly  the  art  of  a  good  case  worker  consists  in  knowing  what 
not  to  ask  quite  as  much  as  what  to  ask.     With  immigrants  it  is  of 
prime  importance  that  their  confidence  be  won.    Great  care  should 
be  taken  not  to  cause  self -consciousness  through  too  close  an  inquiry 
into  personal  affairs.     Many  an  immigrant  has  been  turned  sls'uIc 
by  too  incbive  a  method  on  the  part  of  case  workers,  and  the  u : 
eoOperative  attitude  of  immigrants  who  have  been  in  this  country 
for  a  time  is  undoubtedly  due  to  prejudice  engendered  by  the  lack 
of  appreciation  by  an  agent  of  the  need  of  care  in  a  first  approar 
It  would  be  a  fair  guess  to  state  that  societies  in  which  immip:ran( 
needs  factor  largely,  will  testify  that  90  per  cent  of  their  cases  will 
fevolve  around  such  matters  as  advice  regarding  where  work  can  be 
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found,  or  bettar  job«  obUined;  quattioot  m  to  our  wtman^  UMtHo- 

iioDB;  problems  involving  their  own  deaire  to  learn  EngUib  and  to 

loata  their  children;  mattari  conoarnad  with  aeoding  for  laiik 

v-fl  or  getting  in  touch  with  mambani  of  thair  famiUaa  who  aia 

tuppoeed  to  have  arrived  in  this  country  or  are  axpeotad; 

rd  to  becoming  eitiiena  and  matlaia  whieh  eoneai 

immigranta  need  to  be  told  whaia  to  go  for  work  and  to  ba 

put  in  touch  with  the  leaden  of  their  race  who  can  ba  tmilad. 

"  '  *y  need  to  be  directed  to  pubUe  ■fwniiw  that  will  aoial  tbam, 

ii  a^  immigration  bureaus,  night  aolioob  and  raeraatioB  eantaia, 

and  the  skill  with  which  this  is  accomplished  means  everything  for 

'    Kose  who  oome  to  ua.    Every  inquiry  earriaa  with  it 

xy  of  so  answering  that  the  immigrant  leavaa  with  a 

ir  understanding  of  the  matter  in  which  he  is  intereated  and  feel- 

,  uig  enrouraged  to  return  if  again  puisled. 

KnouKh  has  been  said  to  make  the  point  that  in  immigrant 

ease  work  more  frequently  than  not  the  problem  is  one  of  pirttiag 

sons  in  touch  with  reaouroea  that  are  unknown  to  them.    The 

iiigrant  comes  to  us  strong,  eager,  ambitioua.    Give  him  a 

I  ehanoe  and  he  will  do  the  rest.    Difficult  personal  idioajmoraaaas 

'  I  rge  part  in  case  work  with  the  alien  nor  does  famity 

m1  that  the  same  were  true  of  the  aeoood  gaoaimtkNi! 

Thx  Second  Gbnkration  or  Imiiiqrantb 

Our  contact  with  the  immigrant  straight  from  the  old  country 

vincea  us  that  he  is  seldom  unable  to  care  for  himself.     His 

'"  n,  however,  are  found  on  our  relief  lists  and  in  the  ranks  of  the 

oyed  to  too  large  an  extent.     No  fair-minded  person  can  1^ 

fact  to  anything  other  than  our  own  American  neglect.    Two 

•liicti  of  effort  open  up  here  for  the  case  worker. 

First:  a  far  more  refined  fitting  of  individual  ability  to  op- 
portunity than  has  been  carried  out  and  a  more  drastic  attack  on 
'^^'iain  environmental  conditions  which  weigh  heavfly  upon  the 
uigrant.    At  present  the  immigrant  is  fed  into  industry  as  notb- 
inore  than  a  unit  of  man  power.    The  time  ia  approaching  wbeo 
'^-^—nient  employment  agency  will  use  the  vocational  method 
ing  special  aptitudes  for  particular  jobs.     Inunigration 
MgB  in  a  mass  of  unskilled  labor,  it  is  true,  but  there  have|beeo 
idrcds  of  instances  of  men  whose  skill  aa  mschinists  or  craftsmen 
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wasted  because  they  have  not  known  where  to  ^o  for  guid' 


or  because  an  employment  agency  ha^  not  taken  the  pains  tocon- 

aoy thing  but  the  fact  that  a  man  needed  work  and  that  ai 
job  would  do. 

Not  only  are  the  government  emplojonent  agencies  moving  o 
toward  the  point  of  greater  care  in  classifying  workers,  but  indusi 
itntf  it  oOQoentrating on  lessening  the  labor  turnover  and  \>  ii i^ 

penoBB  to  test  out  special  abihty . 

Further,  considering  the  European  environment  from  which 
ositatn  of  our  immigrant  groups  come,  it  is  essential  that  wo  get 
with  an  agricultural  bent  out  on  to  the  land.     Although  some 

has  been  made  in  this  matter  of  distribution  during  the  past 
few  years,  we  have  only  begun  to  attack  the  problem  so  that  the 
ease  worker  with  immigrants  will  find  a  fertile  field  in  this  direction 
for  individual  suggestion  and  individual  encouragement. 

Case  work  records  of  an  agency  tell  their  own  story  of  difficulty. 
Tb^  present  the  effects  of  heredity,  the  overpowering  result  of  dis- 
organised family  life  and  the  insuperable  difficulties  of  environ- 
mental  conditions.  With  the  immigrant  we  find  not  so  much  difficul- 
ties of  heredity  as  lowered  family  unity.  We  find  bad  housing,  the 
evfls  of  congested  areas  and  industrial  exploitation  playing  their 
part  in  breaking  down  the  natural  mental  power,  moral  rectitude 
and  physical  tone  of  the  immigrant.  Since  this  is  true,  efforts  to 
aSBiiit  individuals  stand  indicted  unless,  coupled  with  these,  case 
workers  use  every  means  for  attacking  environmental  handicaps. 

A  native  of  this  country  is  often  not  in  close  enough  touch  with 
European  family  standards  to  realize  fully  how  very  important  it 
is  to  go  back  continually  to  the  family  relationship  in  given  individual 
difficulties  or  in  thinking  out  a  plan  of  action  for  a  boy  or  girl,  man  or 
woman.  Two  extremes  are  often  faced  in  immigrant  situations:  the 
instances  where  persons  have  no  relatives  in  this  country  and 
so  are  free  from  all  family  restraints,  and  the  instances  where  fam- 
ily dominance  is  so  strong  as  completely  to  submerge  the  individual 
and  create  an  almost  insuperable  obstacle  to  necessary  freedom  of 
aetion. 

The  case  worker  should  work  sympathetically  with  the  latter 
situation,  remembering  how  important  a  part  the  family  has  played 
III  the  hirtory  of  certain  foreign  races  and  in  a  negative  way  reason- 
ing back  from  forms  of  anti-social  traits  which,  particularly 
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youiiK  people,  develop  beoauM  pArenuU  rmpeol  And  uve  lamk  o( 
th(>  hoini-  circlf  luus  hrokuii  dowD.    Tbo  family  <*^ftf*y*f?ffrl  abotild  be 
>r6d  and  interpreted  to  our  young  foreign  eitiiene  in  ite  Ameri- 
cun  Hotting. 

Important  Factors  in  thr  Prorlrm 


It  in  never  safe  in  any  form  of  problem  not  to  rMSon  froin  the 

ical»  mental  and  the  moral  raepoottbilitiee  of  a  ponoo  baek  to 

or  defeota  in  family  situationa  aa  well  aa  to  eooalder  the  helps 

-'* ^  thai-may  spring  from  asMXsiation.     With  the 

a  ng  groups  of  wliioh  he  is  one  are  all  important. 

ai  once  a  binding  effect  which  may  need  to  be  modified  and  ai 

same  time  a  protective  influence  that  must  be  brought  to  bear 

inany  a  situation,  and  in  this  rsgard  no  two  nations  are  alike. 

is  all  the  variation  of  temperamental  raaeliOM  as  well  as  tra- 

code.    A  case  worker  is  treading  on  dangerous  ground  un- 

these  distinctions  are  recognised. 

With  a  person  who  has  no  family  ties,  the  building  up  oC  ao- 

'noeships  among  those  who  have  enough  at  stake  in  a 

.  to  be  acted  upon  by  public  opinion  cannot  be 

it  too  quickly.    It  is  more  and  more  coming  to  be  aoeepted  that 

■  ' 'j-incnt  of  one's  peers  acts  as  a  centripetal  force  in  holding  one 

.( oopted  standards  of  thought  and  action.    When  penoos 

are  free  from  the  obligations  of  family  and  are  outside  the  pale  of 

*^'^  effect  of  community  requirements,  a  decidedly  unnatural  sitoa- 

is  created.    Example  after  eiample  could  be  given  where  the 

•ling  up  of  community  ties  has  swung  persoDS  from  danger  into 

^tant  self-assertion. 

By  way  of  summary  we  may  say  that  aside  from  the  usual  iden- 

ing  data  of  the  name,  address,  et  cetera,  which  need  not  be  do- 

<'d  here,  it  is  essential  not  only  to  get  the  country  from  which  a 

on  comes  but  also  the  section  of  the  country.    Occupational 

iimstanoee  should  be  gone  into  carefully  since  in  many  parts  of 

ope  lines  of  work  may  be  similar  to  lines  of  work  here  and  yet 

V  frr<Hitly  as  to  the  technical  requirements  and  the  eopditions 

'  I  labor  is  carried  on. 

er,  it  is  not  alwayssafe  to  assume  that  an  immigrant  is 

in  its  broadest  meaning,  even  though  he  may  have  had 

ing.    In  certain  seetioiis,  the  folk  orgsnisations  of  the 
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people  have  for  many  years  been  such  as  to  develop  a  depth  of 
thought  and  a  sort  of  philosophy,  to  say  nothing  of  a  practical 
kind  of  reasoning.  Only  a  limited  training  in  symbols  of  languages 
is  needed  to  remove  such  a  person  far  from  the  illiterate  group.  It 
must  be  remembered,  too,  that  the  importance  of  the  church  vario- 
markedly  in  certain  parts  of  Europe. 

One  of  the  most  important  considerations  is  getting  at  the  reason 
wl^y  the  person  came  to  this  country.  These  factors  are  extremely 
important  in  helping  to  bring  out  the  right  kind  of  assets  in  a  case  of 
need  or  to  make  possible  connections  with  ix)rsons  who  would  \)e 
willing  to  extend  the  advantages  of  good  fellowship  to  a  stranger  or 
to  connect  a  person  with  any  of  our  organized  forces  of  civic  or 
social  life. 

In  facing  any  given  problem  one  reasons  first  in  terms  of  the 
power  of  the  individual.  What  has  he  within  himself?  What  has 
been  given  him  by  nature?  What  has  been  added  by  training? 
What  does  he  possess  in  the  way  of  experience  and  how  does  he  fit 
into  his  circle  of  associates?  Then,  what  is  there  in  the  family  sit- 
uation which  will  push  him  forward  or  draw  him  back?  What  does  ji 
the  community  offer  in  the  way  of  giving  play  to  the  possibilities  jl 
made  apparent  by  these  two  lines  of  deduction? 


I 


THE  SOLDIERS'   AND  KAIL0R8'   FAMILIBB 

By  W.  Prank  Pbrsomb, 
Dirwtor  0«Mrml  of  aTOiui  lUliaT.  the  AmwkMi  R«l  Citm 

Although  in  the  very  nature  of  the  case,  totdien  and  ■aUors  are 
separated  from  their  families,  the  Home  Service  of  the  Amerioan 
Red  ( >o68  reaches  both  the  men,  wherever  they  may  be,  and  their 
loved  ones  at  home.  1 1  is  at  onoe  the  means  of  sustaining  tlie  spirita 
of  our  fighting  men  and  of  preserving  the  welfare  of  their  families. 
It  is  a  tic  that  binds  them  together.  Men  may  be  the  beet  aoldien 
in  the  world,  but  if  tilings  are  not  well  with  their  families  at  home 
they  lo6C  efficiency  through  worry,  and  the  morale  of  the  army — 
that  all-ini|X)rtant  factor — begins  to  fail. 

So  it  is  the  patriotic  duty  as  well  as  the  humanitarian  oppor- 
tunity of  Home  Service  workers  of  the  American  Red  CroM  to  care 
for  the  lonely  families  of  our  fighting  men.    They  mutt  be  en- 
t'd  to  ''carry  on"  without  faltering.    Their  families  must  not 
wed  to  bear  personal  privation  and  so  to  double  the  willing 
•  08  they  have  made.    Every  report  from  the  training  eampt 
•  1  from  the  French  front  mentions  the  excellent  spirit  of  our  troops. 
"  ^  tiey  maintain  this  morale  while  thousands  of  miles  from  home, 
h  trench-life  and  battle,  to  the  victorious  end?    The  answer 
11  be  determined  largely  by  the  Home  Service  of  the  Red  Cross, 
which  must  be  the  nation's  assurance  that  no  enlisted  man's  family 
will  suffer  for  any  essential  thing  that  lies  within  its  power  to  gtre. 
There  are  representatives  of  the  Home  Service  of  the  Red  Cross  in 
training  camp  for  soldiers  and  sailors  in  this  country ;  they  are 
<ir  troops  in  France;  and  their  offer  of  help  is  on  the  buUetiA- 
of  every  ship  of  the  Navy.    They  invite  the  confidence  of 
'  >erve  it.    They  learn  of  the  auieliss  of 
« eds  in  their  homes.    Such  messsces  are 
u^n  promptly  sent  to  the  Home  Service  Sections  of  the  Red  Cross 
'    *    ir  families  are  visited  and  helped.    Then  the  en- 
>es  back  to  the  husband  or  brother.    He  also  is 
1  hat  result  is  not  hidden  from  those  on  this  side  the 
rrru  iHs.     Daily  letters  are  received  like  the  following: 
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CAkp 


December  10,  1017. 
T0 Iki  Awmnean  Rtd  Cnm: 

I  wUi  to  extend  my  nnoere  thankB  to  you  for  going  to  aid  my  wife  and  child 
vIkmii  I  Mked  you  to  help  last  week.  My  wife  wrote  me  that  you  came  to  see 
Imt.    I  highly  Appcectate  that.    /  can  soldier  heUer  fuw. 

Yours  sincerely, 


No  arguinrnt  is  necessary  to  show  that  iiiMnc  Service  must 
giNT  the  assurance  that  the  soldier  and  sailor  must  have,  if  he  is  to 
do  his  besti — the  assurance  that  in  trouble  or  misfortune  the  K<  i 
Cross  will  do  what  he  would  do  if  he  were  at  home  instead  of  at 
the  front  or  od  the  sea. 

The  Home  Service  of  the  Red  Cross  may  assist,  through  mor;i 
to  shorten  the  conflict  and  so  to  lessen  the  consequences  of  battle, 
but  it  may  do  even  more  to  save  the  social  consequences  of  war  at 
home.  It  may  protect  the  homes  left  lonely  and  uni)repared  for 
emergencies;  bring  comfort  and  cheer  to  the  homes  left  in  anxiety 
and  privation;  safeguard  the  health  of  women  and  children;  uphold 
the  standards  of  child  care,  of  working  conditions  and  of  recreation 
and  education.  So  far  as  is  humanly  possible  it  may  help  to  main- 
tain the  essential  standards  of  home  life,  so  that  when  the  soldiers 
and  sailors  return  from  the  war,  their  families  shall  be  found  ready 
to  heip  and  to  encourage  them  to  honor  further  the  country  which 
th^  have  so  nobly  served.  Nothing  less  than  this  will  measure 
up  to  American  ideals,  and  on  these  ideals  the  Red  Cross  has  found 
iti  conception  and  its  plans  for  Home  Service. 

Opportunities  of  Home  Service 

Home  Service  is  not  relief  in  the  sense  of  money  payments  or 
doles  of  food  or  clothing,  though  such  assistance  may  be  necessary 
even  to  the  families  of  soldiers  and  sailors.  The  enactment  of  the 
War  Risk  Insurance  Law,  heartily  advocated  by  the  Red  Cross,  has 
pUoed  the  responsibility  for  financial  aid  in  large  measure  upon  the 
government,  where  it  justly  belongs.  The  provisions  of  that  act 
make  liberal  money  allowances  to  the  families  of  men  in  the  armed 
«rvice.  These  allowances  do  not  diminish  but  rather  multiply 
the  opportunities  for  usefulness  of  Home  Service,  though  these  were 
manifold  before  allowances  were  granted.  Home  Service  is  now 
able  to  turn  its  full  power  upon  its  own  real  task. 


SoLoiBw'  AHo  Sailow'  FAmum  ITS 


opportunity  oC  Home  8«nrioe  Urn  in 

human  resources  in  the  families  left  behind.    Tlie  nmiotity  of  Umm 

families  are  in  position  to  maintain  good  fUodaidi  of  Itaatth,  odi^ 

ration,  industry,  and  family  solidarity  willMNtt  toaoufn  to  ouliiilo 

Ip  of  any  kind.    A  considerable  minority,  on  the  other  hand,  find 

ttieir  powers  of  aelf-helpfubess  strained  to  the  faiealdBt  point  by 

lack  of  opportunity,  by  ill  health,  or  by  the  sudden  ebeagae  in  tMr 

iy  of  living  brought  about  directly  by  war  eooditiooe.    la  do 

W-'  '    <l8  ami  ideab  of  home  life  be  lowwed. 

'I '  '  war  must  be  antlefpated  and  all  toi- 

iotenoration  checked. 

rid  oppori unity   for   Home  »Scr\icc,  for  which  the 
the  vcr>'  nature  of  things  cannot  make  proviskm, 
Mcies,  such  as  temporary  financial  aid  while  leical 
ci  '  isted,  or  while  the  rseeipl  of  a 

all  The  chief  requirement  heie  ie 

This  kind  of  service  has  not  been  a  heavy  burden,  alihoogfa  the 
Red  Cross  Home  Service  undertook  it  during  the  first  seveo  months 
of  the  war  when  there  were  no  government  allowaneee.  In  every 
instance  Home  Service  is  careful  to  ^ntinue  its  relatiooe  of  eoiifi- 
denoe  and  friendship  with  the  families  it  has  aided  in  this  way  end 
to  conserve  the  welfare  of  these  families  in  every  possible  manner. 

The  third  opportunity,  like  the  first,  will  be  not  only  a  eon- 

Un  ui  ng  but  an  increasing  one.    It  is  the  giving  of  regular  allofwaAeei» 

when  needed,  to  those  who  have  no  legal  claim  to  the  federal  allow- 

•u-es,  but  a  moral  claim  to  Red  Cross  interest,  owing  to  the  feet 

that  they  have  been  accustomed  to  depend  upon  meo  now  in  the 

service.     Another  large  group,  who  have  no  legel  claim  on  tlw 

nited  States  government  but  who  have  been  formally  aeeepled  by 

10  Red  Cross  as  a  special  responsibility,  are  the  famiUea  resident  bi 

>o  United  States  of  men  who  are  in  the  armies  or  navies  of  oor  alBes. 

his  is  no  small  matter.    On  Manhattan  Island  there  are  many  bun* 

reds  of  these  families  receiving  Home  Sendee.    It  Ie  the  aim  of 

i  ome  Service  to  diseharge  scrupulously  in  eedi  oommaotty  this  duty 

•  the  families  whose  men  are  fighting  side  by  side  with  our  own. 

The  fourth  opportunity  for  Home  Senrioe  will  inerseae  in  im- 
<  trtance  with  each  month  that  our  foTQes  are  engjUfed  fai  netnal  war- 
ire.  It  relates  to  the  returning  soldier  or  sailor,  more 
hen  he  returns  disabledt    Whatever  cen  be  done 
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iaed  hovpiiai  and  institutional  treatment  will  be  done  by  the  govern 
meni,  supplemented  so  far  as  may  be  appropriate  by  the  Red  Cro^ 
and  by  other  agencies.    The  supremely  important  thing  is  the  pn 
^WilioD  of  permanent  disability.     In  this,  many  forces  must  co 
opermle.    In  so  far  as  these  forces  are  local,  Home  Service  will  ha\  • 
to  carry  forward  the  work  l>egun  in  government  hospitals  an 
tnining  shops.    The  non -institutional  side,  the  readjustment  t* 
aolval  home  conditions,  the  fitting  of  men  back  into  industry  aft( 
diecharge,  the  interesting  of  individual  employers,  the  organizim 
of  loeal  reeourccs  for  further  training,  and  the  development  of 
helpful  and  stimulating  attitude  towards  these  men  throughout  tli 
whole  community, — these  are  recognized  as  definite  Home  Servi( 
iaeks.    It  is  not  merely  a  just,  humanitarian  service  to  individual^ 
but  abo  a  duty  to  the  country,  to  put  forth  every  effort  to  conser\ 
the  energieB  of  partially  disabled  soldiers  and  sailors,  and  to  read- 
juA  ihem  to  civilian  and  industrial  life. 

The  fifth  opportunity  for  Home  Service  lies  in  the  desire  of 
relatiTes  of  enlisted  men  for  information  of  many  kinds.     Alrcad 
this  service  is  widely  extended  through  Home  Service  advising  how 
mail  should  be  addressed  to  soldiers  and  sailors;  how  informatio' 
may  be  obtained  concerning  those  sick,  wounded,  or  missing;  whn 
the  War  Risk  Insurance  Law  means  and  how  to  take  advantage  c> 
its  provisions.     This  work  is  being  constantly  extended  and  i. 
Mving  untold  anxiety  and  suffering.     Vt  will  serve  furthermore  in 
a  very  substantial  way  to  maintain  the  comfort  and  health  of  those 
families  who  have  given  their  breadwinners  and  protectors  to  tli< 
eervioe  of  their  country. 

Finally,  a  sixth  opportunity  for  Home  Service  is  to  help  families 
to  keep  pace,  in  ambition  and  achievement,  with  the  man  who  is 
surrounded,  often,  with  new  chances  for  education  and  advancement 
The  growing  importance  of  this  work  is  realized  by  Home  Servic 
workers.     Men  who  have  had  but  limited  opportunities  in  life  ar- 
■oddeoly  obliged  to  travel,  to  accept  mental  discipline  as  well  u 
military  discipline,  and  to  associate  with  men  such  as  they  hav^ 
met  before  in  close  contact.     And  they  are  advancing.     Fc 
one  Home  Service  Section  is  now  caring  for  the  lar^r- 
family  of  a  naturalized  citizen  who  voluntarily  enlisted  as  a  pri  -' 
but  who  is  already  top  sergeant.     He  has  made  good  in  remarl 
fashion.    If  he  should  return  home  to  fipd  his  family  in  the  same 
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forbidding  home  life  in  whieh  be  Mi  Urn,  ha  would  oMtt  furely  be 
disheartened  and  dieooureced.  80  tbe  Home  Serviee  worker  bee 
moved  the  family  to  pleaaant  comfortable  quartere.  Tbe  wile  attd 
children  have  now  the  recreation  and  advantafee  wbieb  will  in- 
sure a  home  life  worthy  of  thia  loldier'e  ideale  when  be 


tOaOAJfUATIOII 
Conoeming  tbe  organiaation  of  tbe  Red  Croa  for  HoaM  Senriee^ 
ape  it  is  sufficient  to  say  that  tbe  work  la  organiMd  in  eaeb 
locality  aa  a  separate,  distinct  activity  of  tbe  local  Bed  Cross  CbapCer. 
As  a  part  of  the  Civilian  Relief  Committee  of  tbe  Cbapter,  tbere  is 
constituted  a  Home  Service  Seotion  wboee  membenbip  is  as  repre- 
ttative  as  possible  of  various  local  interesia — business,  profee- 
siioual,  church  and  social  work.  Tbe  Home  Serviee  Seeliofi  Is 
rceponsible  to  the  officers  of  tbe  Chapter  for  tbe  pn 
I  of  its  work  in  behalf  of  the  families  under  its  ears.  It  deeidea 
'  ^  of  policy  as  to  its  own  work;  prepares  and  submits  tbe 

1  uircd  for  carrying  on  its  activity ;  employs  tbe  clerical  and  fisHiag 
itT;  enliste  its  volunteers;  organises  its  office  system  and  makee 
lui  own  required  reports  to  the  Chapter  and  to  the  Department  of 
I  Civilian  Relief.    Where  the  work  is  eonaiderable,  a  ConeahalioD 
•tnmittee  is  appointed  which  includes  pereooe  engaged  locally  in 
i^ablic  health  work  and  social  service,  and  others  with  special  ex- 
I  perience  and  knowledge  of  local  social  oonditions.    If  posabis  tbere 
:dso  appointed  someone  familiar  with  tbe  military  and  naval  af* 
I  airs,  who  can  advise  the  Section  concerning  proper  proeedure  in 
I  such  matters.    There  is  also  usually  appointed  a  Uwyer  who  can 
truct  the  Home  Service  workers  about  municipal  and  state  lawa. 
-  -   ipal  function  of  the  Consultation  Coounittee  is  to  coo- 
alt  problems  which  arise  in  the  oourse  of  work  with  in- 
iduai  famiUes.    It  is  designed  to  facilitate  eoflperattoo 
*'od  Cross  and  the  agencies  and  poeoDS  rsgularly 

work. 
Each  Home  Service  Section  draws  its  budget  from  the  funds 
vi  its  Chapter,  raised  locally,  the  responsibility  for  raising  funds  for 
!  Home  Service  resting  with  the  Finance  Committee  of  tbe  Cbapler. 
I  There  is  the  minimum  of  red  tape  and  formality,  tbe  niinimum  of 
I  control  so  far  as  the  Department  of  Civilian  Relief  in  Washington 
!  is  coucemed. 
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It  is  the  purpose  of  the  Red  Cross  Home  Service  that  each 
shall  have  such  a  Home  Service  Section,  no  matter  ho^^ 

men  may  have  entered  the  service  from  its  territory  and  n< 
how  self-sufficient  their  families  may  appear  to  be.     H> 
no  other  means  can  the  responsibility  for  Home  Service  be  fixod. 
Tlie  Home  Service  Section  in  each  community  is  much  more  apt  to 
have  the  oo6peration  of  local  social  agencies,  and  to  enlist  the  ini- 
tiative, the  cordial  spirit,  and  the  sympathy  in  fullest  measur< 
of  the  neighbors  and  friends  of  soldiers'  and  sailors'  families,  if  th< 
fespoonbiUty  for  organization  and  direction  of  this  work  remains  in 
local  hands.     Without  a  group  charged  with  this  responsibility  for 
Home  Service,  there  will  be  soldiers'  children  dropping  out  of  school 
or  deprived  of  timely  medical  treatment;  there  will  be  soldiers 
wives  wheedled  out  of  their  income  by  shrewd  agents  or  cheated  out 
of  it  by  fakers;  and  there  will  be  soldiers'  homes  broken  up  during: 
their  absence  by  misfortune  of  one  kind  or  another  which  the  strong 
will  and  informed  mind  of  a  friend  at  hand  might  have  overcome. 
Ten  famihee  have  just  as  much  right  to  Home  Service  as  have  onr 
hundred  families.     It  is  not  the  volume  but  the  character  of  th( 
work  that  coimts. 

How  Home  Service  Learns  Where  Help  is  Needed 

Home  Service  endeavors  to  be  very  careful  about  the  method 
of  approach  to  these  families.  It  is  not  intended  or  permitted  that 
all  families  of  soldiers  and  sailors  shall  be  called  upon,  and  asked 
if  they  require  assistance.  No  home  is  to  be  visited  in  the  name  of 
Home  Service  without  a  definite  invitation  from  the  family  or  from 
MNBe  responsible  person  competent  to  speak  for  them.  Home 
Senrioe  has  no  desire  to  intrude  or  to  expose  people  to  comment. 
For  this  reason,  the  wearing  of  a  special  costume  by  Home  Service 
worken  has  been  discouraged;  for  this  reason  also,  unconfirmed, 
aMMQrmous  requests  to  visit  families  are  ignored,  though  each  such 
request  is  made  a  matter  of  record.  It  is  purposed  that  the  work 
of  the  Home  Service  Section  be  so  well  understood,  and  its  work  so 
natural  and  neighborly,  that  those  who  need  help  of  any  kind  will 
be  drawn  to  avail  themselves  of  it.  There  are  many  ways,  of  course, 
m  whieh  the  Home  Service  worker  may  come  into  contact  with 


At  every  camp  and  cantonment  the  Home  Service  Director, 
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everywhere  enjoys  the  fuUeet  support  and  approTal  of  Uie 

tary  authorities,  takes  erery  msans  to  lei  the  mm  know  of  this 

tr  of  Red  Cross  work.    Sailon  oo  every  inasssl  of  the  Navy  fsi 

^asfs.    Many  requests  eome  from  soldlsn  and  sailors 

such  publicity.    Through  puhliei^  io  the  loeal  prass. 

ou^  their  friends,  Home  fierviee  eomes  to  the  sttentioii  of 

r  inembere  of  the  soldier's  or  sailor's  family  who  may  ask  help 

^   or  the  mother  of  the  household.    These  have  beso  Ysiy 

tns  of  approach  to  thoss  who  have  needed  ssristsnnii. 

tee  Sections  learn  of  emertendes  in  families,  and 

-'-z  help,  in  the  natural  coum  of  fulfilling  the 

which  has  proved  to  be  one  of  its  great  op- 

Iptul  relations  have  been  established  with  families 

children,  by  securing  the  assistsnoe  of  school 

aims  and  the  scope  of  Home  Service  are  being 

(1,  not  by  general  cireuUriiing  but  in  quieter 

-  \MU(  n  tilted  in  mutual  understanding  and  the  seeor- 

•  )f  i>roin|  iiation  about  children  who  are  wayward  or  miek 

nt'^Ucted,  or  withdrawn  from  school  prematurely  because  of  the 

r  service  of  a  father  or  other  near  relative. 

Again,  the  various  religious  and  social  organisations  of  the 

iiunity  have  many  contacts  with  the  families.    To  these  ageo- 

I'     tlir  lied  Cross  has  given  full  information  about  the  work  of 

!o  M  Service.    This  is  not  done  by  formal  approach  through  cir> 

t  or  advertisement  but  by  personal  contact  and  association  and 

'     viQg  into  the  Home  Servioe  Sections,  as  m^mbeis,  rspre- 

d  of  these  social  agencies  and  religiouB  soeielies.    Hbme 

Service  Sections  have  established  friendly  relationships  with  the  vari- 

tUB  state  and  local  Councils  of  Defense,  who  notify  them  promptly 

»f  homes  where  Home  Servioe  is  required.    Finally,  Home  Service 

tons  have  established  contacts  with  Exemption  Boards,  and 

many  instances  learned  thereby  of  the  needs  of  families 

d  men. 

How  Hoin  Skbvick  is  Gnmt 

Home  Service  has  demonstrated  its  ability  to  uuuauiii  hnmaa 
Dsources  in  thousands  of  homes  by  helping  to  maintain  there  good 
'  -  iards  of  child  care,  of  physical  and  mental  health,  of  education, 

of  working  conditions.    la  some  eommunities  these 

13 
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have  been  aehiaved  only  after  long  toil.    Home  Service  is  helping 
to  maintain  them. 

living  is  more  diflBcult^  for  everyone  in  war  times,  and  the  first 
thing  a  Home  Service  visitor  comes  to  understand  in  trying  to 
gOMM^C)  the  welfare  of  children,  is  that  their  mothers  are,  beyond 
everything,  often  lonely  and  discouraged.  Whatever  will  give 
the  mothers  courage  to  "carry  on"  helps  the  children.  From 
many  different  parts  of  the  country  comes  the  story  of  women  whose 
ooUook  is  suddenly  darkened,  whose  need  is  for  sympathetic  under- 
•laoding  of  their  plight,  for  the  development  of  new  interests  and 
cheerful  companionship.  Some  are  facing  the  birth  of  a  first  child 
alone;  some  have  displayed  symptoms  of  mental  depression  that 
require  the  promptest  attention  and,  in  a  few  cases,  hospital  care. 
The  absence  of  the  man  deprives  the  family  of  the  interest  whi 
he  bringB  home  with  him  from  the  world  of  trade  and  industry. 
This  lack  and  loss  of  companionship  must,  so  far  as  possible,  be  re- 
placed. Various  forms  of  recreation,  including  clubs  and  classes, 
\,  therefore,  very  important  for  the  mother  as  well  as  for  the 


The  chairman  of  a  Home  Service  Section  reports  one  instance 
in  which  discouragement  led  a  mother  to  write  to  the  department 
of  soldiers'  aid  in  her  state,  asking  her  husband's  release  from  the 
army;  her  three  boys,  she  stated,  were  so  unruly  that  she  could  do 
nothing  with  them.  A  Home  Service  visitor,  asked  to  report  upon 
this  request,  found  the  family  in  no  financial  difficulty,  but  the 
mother  so  worried  that  she  lacked  the  mental  energy  to  cope  with 
three  little  lads  all  of  whom  were  full  of  life  and  high  spirits.  The 
visitor's  first  suggestion  was  a  vacation  for  the  mother  and  a  tem- 
porary housekeeper  for  her  children.  But  the  boys  would  ha 
none  of  this,  protesting  that  they  wanted  their  own  mother  and  no 
one  else.  This  new  attitude  upon  their  part  gave  no  small  degree  of 
comfort  to  the  discouraged  woman.  She  began  to  enter  into  tl 
recreational  plans  for  the  children,  which  were  proposed  and  carried 
out  by  the  visitor,  but  seemed  to  respond  most  of  all  to  the  chance 
to  talk  over  personal  affairs  at  frequent  intervals  with  someone  who 
was  really  interested  in  them. 

The  health  of  young  children  is  a  matter  of  constant  concern 
on  the  part  of  the  Home  Service  worker  who  is  urged  to  consult  tl 
pbyman  advising  the  Section  about  the  obvious  indications  oi 
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iMlnutritioa,  adeaoids,  aod  oihar  frequent  tilmaoU  of  infAoU. 

Speaking  geiiendly,  any  licn  of  debiliUUon,  tuch  as  poniflnt  oold, 

—  of  weight  and  appetite,  mouth  breathinfc  and  pallor 

visitor  to  urge  the  parent  that  modieal  advioe  be 

iable  resources  for  the  health-eare  of  the  eohool  ehild 

10  bear  when  at  all  needed.    Home  Renriee  woriMn 

0  full  use  of  the  aerviooa  ot  the  infant  welfare  num,  the  aebool 

Till  the  tuberculosis  nurse,  an^l  of  any  visiting  oiifBa or  poblie 

airso  in  the  coiuiuunity.    Such  nurses  are 

to  advise  about  dietaries  and  food  eeooomies  at 

mattr f  »oalth. 

ontative  of  the  national  Children's  Bureao  says  that 

o  for  protecting  babies  is  to  insure  their  eare  and 

'  "  mothers  in  their  own  homes.    Helping  mothers 

o  as  to  remain  at  home  most  of  the  time  while 

.  I  health  measure  for  both  mother  and  ehUd, 

—  rnent  and  her  standard  of  home  eare 

breadwinner  should  be  taken  into  eoo- 

■idcration. 

Faithful  school  attendance  is  often  assured  by  arranging,  when 

necessary,  for  regular  reports  from  teachers.    When  the  a^s  for 

leaving  school  approaches — in  fact,  long  before  it  has  arrived — 

^'  -ne  Service  seeks  the  best  vocational  guidance  obtainable  for 

l>ov  or  girl.    Its  workers  discourage  entrance  into  occupatioiis 

1  there  is  no  future,  no  skill  to  be  acquired,  no  good  ehaaee 

^  aiicement,  or  in  which  the  processes  menace  health. 

Problems  of  boys  and  girls  in  their  early  teens— in  the  yean  of 

escence — often  require  the  wisest  advice  available  from  teaebers, 

•  leaden,  and  from  othen  experienced  in  ehild  helping. 

Sometimes  the  mother  is  unable  to  manage  the  family  affain 

he  should.    She  may  even  be  the  victim  of  a  bad  habit.    Then 

important  that  the  allotment  of  pay  and  the  family  aUowanoe 

xpended  by  someone  else  who  wiU  administer  it  for  her  and  bar 

Iren's  best  welfare.    Soldiere  and  sailore  have  had  to  appeal 

lorae  SerWce  Sections  in  such  situations,  the  solution  requiring 

rt  intervention  in  some  cases  and  in  otben  not 

Another  difficult  situation  is  that  of  the  father  whose  srife  has 

\  widower,  drafted  into  the  army,  appealed  to  the  Home 
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Serrioe  Section  in  his  city  to  arrange  for  proper  care  for  his  one 
ehfld.  This  waa  done  with  the  help  of  a  child-placing  agency,  and 
the  child's  board  being  paid  by  the  father  through  the  Home  Servi 


The  question  has  been  asked  whether  unmarried  women  who  are 
the  mothers  of  soldiers'  children  come  within  the  scope  of  Home 
Service.  Such  mothers  do,  and  so  do  their  children.  The  legal 
rights  of  both  mother  and  child  should  be  known.  In  handling 
such  cases,  a  denial  by  the  man  must  be  investigated,  remembering, 
however,  the  possibility  of  blackmail  and  so  being  very  careful  to 
deal  fairly  with  both  man  and  woman  on  the  basis  of  all  the  facts 
obtainable,  and  with  the  competent  advice  and  service  of  a  go< 
hiwyer  of  sympathetic  mind  who  should  be  a  member  of  each  Hpme 
Service  Section. 

Many  people  become  so  accustomed  to  a  low  health  standard 
that  they  actually  regard  ill-health  as  a  normal  thing.  Home 
Service  visitors  try  to  accustom  families  to^  higher  standard,  and 
to  attend  to  dental  defects,  eye  defects,  nose  and  throat  defects  in 
time,  bringing  them  promptly  to  the  notice  of  the  proper  medical 
and  dental  specialists. 

It  is  necessary,  in  particular,  to  guard  against  an  increase  of 
tuberculosis.  The  experience  of  foreign  countries,  especially  of 
France,  in  this  war,  indicates  the  possible  rapid  spread  of  this 
disease.  Accordingly,  especial  attention  is  directed  (1)  to  ai 
loes  of  weight  in  members  of  the  families  visited,  (2)  to  a  persistent 
cold  or  cough,  (3)  to  fever  or  loss  of  appetite.  Suspected  cases  are 
referred  to  a  doctor  or  to  the  local  tuberculosis  dispensary.  "In 
families  where  we  have  found  a  history  of  tuberculosis  in  the  past  " 
writes  the  secretary  of  one  Home  Service  Section,  "we  have  ha 
examinations  made  and  have  been  able  to  give  treatment  to  patients 
who  had  not  known  they  required  a  physician's  care." 

Here  is  an  extract  from  the  notes  of  one  Home  Service  visitor 

We  were  asked  to  furnish  crutches  in  this  family  for  the  lame  boy  of  thirty 
H«  Ihrei  with  his  father,  mother  and  five  brothers  and  sisters,  of  whom  the  oldesi 
boy  has  «o]irtad.    I  found  all  the  others  in  bad  physical  condition  owing  to  a 
sgoibiMtkNi  of  tnraffioieDt  income,  poor  management,  and  lack  of  knowledge  of 
food  vahMi,  to  I  took  every  one  of  them  to  a  dispensary,  where  they  were  examine*! 
Iqr  ^wriaKitg.    Two  doctors  examined  the  boy  who  "needed  crutches."    Wi 
of  his  parents  and  his  priest,  he  was  operated  upon  with  satisfact^r 
I  am  teaching  the  mother  how  and  what  to  cook.    There  is  an  ast^ 
It  in  every  member  of  the  family. 
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Mention  has  been  made  of  the  imporlMiee  of  keeping  ehildreo 
in  school  and  aeauring  regukr  attandanee  thefe,  but  Home  8enriee 
•4  are  doing  more  than  thia.    Children  who  had  been  re- 
and  put  to  work  to  meet  a  ihrinkaga  in  the  family  inoocne 
Mng  returned  to  school  promptly,  aa  aoon  aa  Hone  Sendee  b 
culled  in.    One  Home  Service  Section  reporta  a  boy,  found  to  be 
working  illegally  nearly  fourteen  hours  a  day,  who  haa  been  re- 
turned to  school.    This  Section  is  making  special  pnnriaion  to  keep 
^iren  between  the  ages  of  fourteen  and  sixteen  in  daasea  where 
>  will  receive  a  good  preparation  for  earning  their  living  biter. 
Another  is  taking  chifdren  out  of  ''blind  alley"  oeeupationa  and 
providing  special  aid  to  give  them  training  for  better  work.    An- 
other reports  upon  a  wayward  boy  who  has  been  introduced  to  the 
Boy  Scouts  and  is  now  doing  well  in  school.    Still  another  made 
it  poesible  for  a  young  nmn  to  coniplote  his  last  year  in  ooOefB  by 
paying  the  necessary  tuition  after  his  father  entered  the  nalioQal 
anny.    One  member  of  a  Home  Service  Section  is  getting  a  great 
deal  of  pleasure  out  of  giving  free  music  le«ona  to  three  ehildren 
whoee  father  has  died. 

Unless  we  are  able  to  learn  by  the  mmtakea  of  Great  Britain  in 

earlier  years  of  her  preeent  struggle— mistakes  which  she  reeog- 

now — we  shall  be  confronted  with  attempts  to  speed  up  in- 

at  the  expense  of  the  health  and  strength  of  the  woriiers. 

strict  administration  of  the  laws  now  on  our  statute  books  for 

protection  of  workers  against  long  hours  and  unwholenme 

is  placed  upon  the  conaoience  of  those  engaged  in  Home 

ce. 

First  of  all,  the  Home  Service  worker  is  expected  to  know  what 

national,  state,  and  local  provisions  are — not  only  the  laws 

regulating  working  conditions,  but  the  agendes  and  offleials  re> 

imonsiblc  for  their  enforcement.     What  provisions  are  there  about 

\imum  hours?    What  is  a  standard  working  day  for  men,  for 

for  children  of  working  age?    la  one  day 'a  rest  in  seven 

i  for  by  law?    Is  night  work  prohibited  for  women?    For 

Iren?    What  hasardous  employments  are  prohibited  for  either 

otl)''    Children  who  work  are  reqmred  to  have  employment 

itH  Htos  in  nhnost  all  of  our  states.    Have  these  been  mmd 

lly?    Women  need  special  protection  from  overwork  before 

and  after  childbirth.    Lawyers  interested  in  Home  Service  are 
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to  advise  about  the  lawe  applicable  to  these  matters.  h\ 
oitkr  of  the  Quartennaster-General  of  the  Army,  unifonns  for 
ioldien  cannot  be  worked  upon  in  any  tenement  house  or  dwelling. 
Home  Service  workers  give  valuable  help  in  the  enforcement  of  the 
order  t^  making  it  known  to  the  families  with  which  they  have  to 


Home  Service  Sections  are  systematically  avoiding  the  prn'iir 
of  thrusting  women  into  industry  who  can  serve  the  family  1 
ai  home.    Before  family  allowances  made  earning  outside  thr 
less  neoeesar}',  they  were  assuming  extra  financial  burdens  ( i.^ 
fully  in  order  to  keep  mothers  with  their  children  and  this  is  iin 
portani  to  safeguard  home  life  on  this  side. 

The  Red  Cross  beUeves  that  it  owes  consideration  to  tl 
afenciee  in  each  locality  which  are  carrying  permanently  ti 
responsibility  for  social  service.     At  its  annual  meeting  in  1)< 

bcr,  1917,  the  Red  Cross  adopted  a  resolution  which  in  subhi 

is  as  follows:  That  while  the  Red  Cross  needs  and  must  use  immeIl^ 
sums  of  money  for  unusual  purposes,  it  does  not  wish  to  receive  that 
money  at  the  expense  of  the  permanent  social  work  of  this  countrv 
but  desires  that  the  support  of  the  Red  Cross  shall  be  in  additi( 
to  that  work.     The  Red  Cross  believes  that  the  work  of  the  local 
social  agencies  in  each  community  must  continue  during  the  war 
not  only  with  full  vigor,  but  with  increased  resources,  in  order  i 
meet  needs  that  are  becoming  greater;  and  the  Red  Cross  holds  that 
these  local  agencies  must  be  ready  to  do  their  full  part  in  socin^ 
reconstruction  when  the  war  is  over.    It  is  the  purpose  of  the  R( 
Cross  that  the  awakening  sense  of  social  responsibility  shall  be 
utilised  by  the  agencies  which  are  permanent  and  necessary-,  and 
that  these  organizations  shall  increase  in  membership  and  resources 
during  the  war,  as  their  needs  may  require.     The  desire  of  the  Red 
Cross,  especially  in  its  work  of  Home  Service,  is  that  everywhere 
there  be  the  most  cordial  cooperation. 

Training  of  Home  Sbrvicb  Workers 

Suooessful  Home  Service  work  depends,  indeed,  not  so  mu( 
upon  the  extensiveness  of  the  knowledge  and  experience  of  those 
relatively  few  persons  who  will  be  actively  engaged  in  it,  as  upon  their 
ability  to  utilize  the  knowledge  and  experience  of  others.    1'h< 
levy  a  claim  upon  the  expertness  of  the  whole  community  to  whi< 
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the  poaBMBore  of  tpeoUl  knowledfe  and  tkiil  baT0  baw  only  too 
glad  to  respond  with  enthumAsm,  once  it  haa  been  nailt  elaar  thftl 
the  Red  Croos  intends  to  do  ita  fair  ahare  and  that  H  malni  0ood 
that  intention. 

In  order  that  there  may  be  a  larfar  Dumber  el  trained  aod 
il)etent  executives  for  Home  Serriee  Seetioiie,  the  Depari- 
rit  of  avilian  Relief  has  estobUahed  at  tweotsr-Ave  ilnlefie 
s  representing  every  seetion  of  the  eooDtry,  Home  Serriee 
^uiutee.    The  Institutes  are  open  to  exeeittiTes  aod  memben 
Home  Service  Sections,  and  to  other  qualified  voltiBtsen.    Tbe 
of  the  Institutes  require  the  full  time  of  those  who  attend 
a  period  of  six  weeks.    The  programs  of  all  the  Institutes  ars 
leally  the  same.    They  are  preeeribed  by  the  Red  Cross  and 
given  under  its  auspioes.     The  ooorse  includes  four  houra  of 
and  discussion  each  week,  required  readinfi,  and  the  bal- 
of  the  tame — about  twenty-five  hours  each  week — is  spent  in 
practical  field  work  in  the  Home  Senriee  of  the  Chapter 
'hoee  eity  the  Institute  is  held  and  in  the  loeal  eoeielies  that  do 
_  work.    The  membership  of  each  Inetitiite  is  limited  to 

twenty-five,  in  order  to  assure  adequate  peiBOoal  attention  in  elaaa- 
^m  discussion  and  in  the  field  work.    A  eertifieate  is  granted 
the  Red  Croas  to  those  who  complete  the  work  with  credit  and, 
(^Id  work,  show  qualities  fitting  them  to  assume  rstpooability 
...ae  Service  and  aptitude  for  it    Wherever  possible,  the  In- 
iite  is  affiliated  with  a  weU-established  University,  College,  or 
lining  School  for  social  work. 
For  those  unable  to  attend  the  Institutes,  Chapter  Courses  aie 
1  in  those  eities  where  competent  instruction  and  field  work  are 
le.    Theee  courses  conform  to  a  general  standard  praeoribed 
».. .  i^bUshed  by  the  Red  Cross,  but  which  may  readily  be  adapted 
to  local  conditions  and  needs.    Chapter  Courses  are  ahrays  re- 
lated intimately  to  the  work  of  the  local  Chapteit.    Many  Chapters 
have  conducted  such  courses  and  many  mofs  are  planning  to  do  so. 
The  Red  Cross  strongly  endorses  the  organisation  of  such  courses 
i  believes  that  the  volunteers  oonneeted  with  Hone  Senriee 
lions  will  work  longer  and  do  more  if  they  are  given  soeh  train- 
ing    The  eager  response  which  haa  been  made  to  the  Chapter 
Counes  and  to  the  Institutes  proves  that  people  no  loBiV  feel  that 
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food  intontioDs  are  qualifications  enough  for  Home  Service.    Th( 
want  to  learn  how  to  do  this  work  in  the  best  possible  way. 

Those  who  have  taken  up  Home  Service  have  been  quick  t 
•ee  that  it  requires  a  familiarity  with  new  problems  and  a  facilit 
in  dealing  with  them  which  can  be  acquired  only  through  training 
To  be  sure,  the  Home  Service  Institute,  to  say  nothing  of  the  Chap 
ter  Coune,  does  not  make  social  workers,  but  it  does  make  informed 
people  in  the  communities  from  which  the  students  come.  In 
abort,  the  Red  Cross,  realizing  its  responsibility  and  its  opportunity, 
it  tr>ing  to  fit  itoelf  to  discharge  that  responsibility  by  beginning  at 
the  obvious  point  of  departure — through  a  campaign  of  education. 
It  is  the  earnest  hope  of  the  Red  Cross,  as  it  is  the  test  of  its  stand- 
ards, that  through  Home  Service  in  cooperation  with  other  agencies, 
the  family  of  no  soldier  or  sailor  shall  suffer  a  lowering  of  its  stand- 
ards nor  lack  any  essential  thing  within  the  power  of  the  nation 
to  give.  Home  Service  is  solicitous  about  the  welfare  of  the  families 
oi  men  in  the  service  because  it  realizes  that  upon  the  success 
aehieved  in  this  task  depends  the  kind  of  problems  that  will  con- 
front the  nation  when  the  war  is  over.  It  is  the  hope  of  the  Red 
Cross  that  its  Home  Service  may  help  to  awaken  a  national  spirit 
of  social  responsibihty  so  that  when  the  war  is  ended,  America  shall 
have  not  a  new  social  problem,  but  instead  a  new  and  greater  social 
force  in  working  out  its  destinies. 


^K  THB  BUaUiEBB  MAN'S  UBAARY 

^H  BAmuNo  bnraviiiBJimi  amd  FuiAMai 

PMal &»iii#i Bvdk SvilMi^ lib  C/nOirfAalM.    Pp.  viii,  lit.    Pkta^ilJft. 

PHnoatoo:  Prinotloo  Uniwnity  Ptim,  1917. 

'       ^ttttIt  k  timirly  frrr  ill  rrhn  in  inlinnlBil  in  thn  thrift  WHwifB     TIm 
Min  k  oafy  indiraoUy  raUud  to  Liberty  Loan  Boodi  amI  War  I 
'cm,  but  fMis  of  importanoe  to  any  oao  oumiinJ  is  llw 
rift  hftbit  wt  Mi  forth;  for  tnunpit,  tlM  CmH  Mpdwfyii^  tht  «l^ 

HiiitA— tbo  roniH  of  MYint-«oiM»  tht  nhmiiilMBii  dbeCiv  llM  !»• 

deoraawof  dopoiito,  tad  thotootiomof  tbo  oouatiy  in  whkb  tfco  poiUl 

iTiit  tfl  nioflt  ftrooily  iDtraDehid.    Fhim  tho  tj^  of  tluifl,  tlrft  work 

ipoUy  for  its  dear  prewntation  ofamfMliia  C^cta,  ratlMr 

..». v.4..ilj«rato  ooDcluaioos  prodtcatad  upon  tba  facta. 

I         Htcrc  are  pagaa  of  aignificanoe  to  the  banker  alao.    Tba  book  b 

'  '  •'id  oxpoaitiona  of  the  pmetieal  operationa  of  our  poatal  aai 
«n  publiabad.    Some  of  the  tablea  might  be  of  a  nota 

'V  repreaentative  of  the  eowfitioQ  and  derelopniani  of  the 

"nod,  although  Uek  of  aueh  figuraa  ia  probab^  to  ba  ai- 

tieal  aonrDta. 

.  'xl  to  giva  a  bakneed  viair  of  the  poalal  aafiafi  qr»- 

I  ieni.    Aa  a  oonaequenoe,  he  givea  both  viewpointa  oo  any  matter  that  haa  tvokad 

.<>»-iiMoo  prior  either  to  ita  incorporation  or  rejeetioD  aa  a  part  of  the  poalal  aav- 

syatem.    In  atyle  the  work  ia  ezpoaitory  and  narrative,  and  ia  not  aa 

critical  analyais.    The  appendieea  hieluda  the  oiigiaal  aet  aad  the  i 

ndmenU  thereto  of  the  United  Stataa  and  the  PU^nrfMi  ^S 

FtUM  ?i 

ni9tr$ity  oi  Ptnmyfaawfa. 

iMDomiAL  MANaoaonnr 

nsu^ftiix.  W.  H.    8timai$cO§M    Mawaf—wf.    Pp.388.    Priea.  IIOjOO. 
Chicago:  A.  W.  Shaw  Company,  1017. 

Hooka  on  aoientific  management  fall  into  two  claana.  one  daaeriptiv%  the 
r  phikaophic.    The  fint  dealt  with  praelicaa,  the  aaeoad  with 
number  of  hooka  deaoribing  praetlcea  ia  kgbn;  for  aaapla^  a 

liography  ia  thirty-eight  pagaa  kmg,  each  page  erofwded  wHh  tiUaa. 

lo  reason,  therefore,  for  adding  to  worka  ia  thb  category,  yet 

o  just  that  thing,  and  deeei  wea  commeodatkm  for  it.  Hm; 
«ben  it  ia  aUted  that  the  hoot  of  hooka  daab  with 
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loriM  wliiffi  LiffiDgwell  goes  into  an  entirely  new  field  and  shows  the  < 

of  Um  Ttoykr  Qyttem  in  offices.    There  is  only  one  other  good  book  de:i 

oAoi  imiMtimimt  ooneeguently  there  is  a  real  need  for  volumes  luch  an  ix^ilmg. 

««nhMfhr«ii». 

Hfa  work  adds  nothing  new  to  the  principles  of  management. 

Tkiylor  Qyelem  with  its  standardisation,  time  and  motion  study,  ta^ ^ 

ftifw*— ^  and  ecnploymeot  management,  and  applies  it  to  office  work. 

Ai  a  whole,  the  book  is  suggestive;  it  gives  a  large  number  of  hints  to  of'^~- 
■MMfsn  that  ought  to  prove  valuable.     It  is  well  illustrated  by  photogr:; 
but  the  efaarts  fall  into  the  error  that  is  typical  of  all  Shaw  publications;  nan 
the  originals  are  drawn  on  such  a  large  scale  that  when  reduced  in  reprodu< 
the  printing  is  well  nigh  undecipherable. 

M.  K 

Statistios 

Smbht,  Horacb.    An  Introduction  to  Statistical  Methods.    Pp.  xxi,  482.     Price, 

12^.    New  York:  The  Macmillan  Company,  191 7. 
EilLnr,  Wu.  6.  and  Cumminos,  John.    Statistics.    Pp.  153.     Price,  60  cents. 

Chicsco:  A.  C.  McClurg  and  Company,  1017. 

These  two  volumes,  covering  virtually  the  same  field  but  written  with 
titcly  different  purpoees,  must  be  judged  by  different  standards.  Professor  S( 
has  aimed  to  presrat  a  comprehensive  but  not  too  technical  text  primarily  for 
use  of  ooDoge  students  and  business  men,  while  Professors  Bailey  and  Cumn 
have  tried  to  produce  a  suggestive  manual  principally  for  social  workers. 
former  must  not  be  expected  to  sacrifice  explicitnees  and  detail  for  facile  rea 
nor  the  latter  to  abandon  emphasis  of  prominent  principles  for  minute  and  tech- 
meal  description. 

Secrist's  volume  may  be  roughly  divided  into  three  parts,  dealing  respect  i 
with  the  uses  and  collection  of  statistics,  their  presentation  and  some  niathema 
deriees  for  statistical  study.    The  second  and  third  portions  are  superior  in  ti 
moot  to  the  first,  the  author  seemingly  experiencing  the  usual  difficulty  in 
a  Mtisfaetory  method  of  dealing  with  the  subject  of  collection.     It  is  .'- 
that  no  presentation  which  divorces  principles  and  illustrations  will  ever  he  .^ 
faetory,  difficult  as  it  may  be  to  combine  the  two  without  obscuring  the  main  i<  i' 
Nevertheless  even  this  section  of  the  book  is  superior  to  other  descriptions  of  th< 
pfoeesi  and  ite  principles.    The  space  available  in  the  Bailey  and  Cummings 
book  preeludes  any  adequate  treatment  of  this  phase  of  the  subject.    On  the 
olhor  hand,  this  latter  volume  contains  an  important  chapter  on  Ratios  whici 
points  out  many  oommon  errors  in  the  use  of  statistics,  especially  vital  and  socio 
logieaL    Tho  auggestive  criticisms  contained  therein  must  ordinarily  be  gat  here*' 
hjr  thi  laborious  study  of  general  principles,  which  often  means  that  they  are  un 
BOlieadordim^idod. 

SseriH's  book  is  especially  to  be  commended  in  two  respects;  its  emphasis  oi 
tbs  apptiostaon  of  statistical  principles  to  business  uses,  a  field  in  which  a  tex 
■••  ban  Ufgeotly  needed  and  the  stress  laid  upon  purpose  as  a  predominant  in 
in  collection,  tabulation,  averaging  and  graphic  representation.    Th 
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chAptan  OB  lUtlfCiMl  mili,  ai 
retpeeU,  Alihoiigh  niaor 
the  ehft|ytar  oo  uniU  might  hfttv 
%iiM  M  wciU  M  the  author't  filMJftwilinn  m  to 
. ., ..  .— -.Mhi  Kieh  M  the  iMt  oa  ptfe  228  art  not 
thr  iid  it  it  difBoult  to  eee  why  the  Mthor 

pAKT  i .  t  wmcta  ii  oertainty  noi  noUble  for  (adUtjof 
to  crriain  priiMiplM  dmrhere  elAled. 

Cooiiclerahle  ffMoe  might  be  ueed  in  iilnMi^  < 
folume  teA'-UKt^hi  whieh  raepeet  it  ii  eheify  npvfor  to 
dally  from  the  eUiidpofait  of  oommernlal  edoeilios.    The 
lion.  Kraphe,  averagai  and  index  numben  are  exeeOant,  and 

lod  of  treating  graphic  preeentatioo  in  advanoe  of  araragei  appeafs  to  be  an 

•  ""lent  upon  eualoaL    The  deeoriptioo  of  graphka  aeeoM  lo  aoffer  little  by 

tb«  aubjeet  of  aYeragea,  while  the  beet  erphnarinn  of  atwaf  willmrt 

iIlydaAdent.    Bailey  and  Cummbwi  IbDow  hi  tMe  the  mmI 

diagrama  are  not  frequent  in  thdr  book  thia  ia  of  Utile  ooM»> 

rifft  might,  hofwever,  with  eorae  adrantaft  have 

•n  to  hia  ehapten  oo  grapha  IVofeMor  BaHay'e  < 

N)ng  been  regarded  ae  very  aalirfaeiiwy  tSt 

iiflioo  of  index  nimiben  k  m  he  ftrMOdy 

ly  b«aed  on  Profeteor  Mitchell's  admirable  atudy  for  the  Bureaa  of  Labor 

itica.    Except  in  tabuUr  and  graphic  lUuatration  Seerial'a  rhaptew  on  dia> 

on,  akewneai  and  oorrebtaoo  appear  little  aoperior  lo  Pruf— ir  Khi^e  laaL 

liuthor  gaine  oouiderably»  however,  here  aa  well  ae  elaewhere,  by 

iitrative  material 

The  portion  of  Bailey  and  Cummingi'  book  dealing  with  aiwegim  k 
«rily  deficient  by  reaaon  of  limited  apace  but  it  ia  uaeleaa  to  eritkiae  a 
which  ia  thua  arbitrarily  limited.    Little  enmphiint  ean  be  made  of  the 
ttotitnent  of  the  apaoe  among  the  varioua  aobjeole  bat  Chaplen  I  and  II 

•«trioted.    The  chapter  on  grapha  ia  a  venfan  of  Pi irf—Bailey'a 

....uktion  in  Modem  Social  CooditkMii  and  neeeaaarily  autaa,  aa  moM 

'iieot,fh>mUckoriUuatralion.    The  chapier  on  eonelalte  ia  brief  bn 

In  oonduaion  it  may  be  aakl  that  theee  vohmiea  fulfil  admirably  the 

Mdcd.    Secriat'a  book  ia  at  preaent  undoubtedly  the  beat  ai 

0  emphaab  of  the  purpoee  of  atatiatifla,  ample  Ohatrmave 

loation  of  alatialical  prindplee  lo  bwajneei  oaea.    Baiqr  Mid  OoHirfigp  have 

-n  a  BOggMtlve  manual  and  brief  totrodueltoB  to  IhaaiihiaetpaHlwIiitr  far 

reeled  in  aodal  and  vital  atudim.  valuable  beeauaa  of  dipBdty  aad 
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MlBCBLLANBOUS 

WiCKWABB,  TtLAMOB  G.  (Ed.  by).      The  American  Year  Book,  1917.      Pp.  xx, 
822.    Price,  $3.00.    New  York:  D.  Applcton  and  Company,  1918. 
"A  record  of  eYaQts  and  progress  for  1017"  is  extremely  welcome.    The  -   - 
hM  had  \\m  infhpft^  on  every  activity,  and  while  the  new  edition  follows  the  (^et 
l«Ui>  of  the  Year  Book,  it  haa  been  found  necessary  to  curtail  some  portiot 
to  include  data  on  the  war  itoelf  and  foreign  matters  heretofore  very  bi  i 


throughout  to  former  issues  of  the  Year  Book  and  cross  references, 
with  a  very  complete  index,  enhance  the  value  to  anyone  desirous  of 
a  continuous  study  of  a  special  subject. 

ECONOMICS 

Bullock,  E^na  D.  (compiled  by).    SelecUd  Articles  on  Single  Tax.     (Sewnd 

•ditaon,  rev.  and  enlgd.)    Pp.  vii,  249. 
PBBLVs,  Hinrre  M.  (compiled  by).    Sdected  Articles  on  the  Income  Tax.     (I 

and  enlgd  ed.)     Pp.  xxxiii,  235.    Price,  $1.25  each.    New  York :  Tl.r  1 1 

WDmb  Company,  1917. 

Then  two  books  are  in  the  Debaters'  Handbook  series,  and  arc  i)roi>ar(><i  in 
the  usual  form.    They  contain  bibliographies  with  brief  comment  on  conteiit  or 
point  of  new.    The  bibliographies  would  be  more  valuable  if  the  comments 
mors  ailenaive  and  more  to  the  point.    The  excerpts  in  the  volume  on  In( 
Tkz  are  primarily  from  the  accessible  magazine  sources  and  are  not  so  representa^ 
iiiFe  or  as  well  choeen  as  are  the  selections  in  the  volume  on  the  Single  Tax. 

C.  L.  I 


r,  J.  A.    Democracy  after  the  War.    Pp.  216.    Price,  $1.26.    New  York: 
TIm  Macmillan  Company,  1917. 

To  Mr.  Hobson  the  important  contest  after  the  war  will  be  that  of  democmr} 
its  enemies.    There  is  an  undoubted  "antagonism  between  war  an<! 
of  those  personal  and  political  liberties  comprised  in  democracy. " 
htm  there  is  a  cloee  and  inevitable  association  between  war,  militarism,  capitalism 
profiteering,  protectionism,  colonialism,  imperalism,  junkerdom, — in  short  oui 
entire  industrial  system  in  all  of  its  leading  aspects.    Many  influences  in  the  fields 
of  tlnory  and  of  experiment  are  to  be  observed.     In  Germany,  the  idea  of  "tht 
foroeAil  State,  animated  by  a  will  for  power"  illustrates  the  way  ir 
a  polities]  theory  has  been  utilized  to  shape  both  thought  and  condu' ' 
mold.     In  Great  Britain  the  "classical  political  economy"  with 
fairt  assumptions,  its  marginal  theory  of  value  and  its  productivity  theor} 
of  iiborhas  Ukewiss  given  support  to  capitalism.    Spiritual  and  social  forca 
throuili  the  church,  the  schools  and  the  press  are  also  involved  in  ai 
acstnst  progress  not  plainly  recognized  but  none  the  less  real.    The  olde; 
nay  go  but  a  new  group  may  be  expected  to  support  the  motives  of  thosi 
•^  hops  "to  purdiase  enlvged  productivity  and  improved  discipline  from  labou 
with  a  snail  portion  of  the  increased  yield  of  wealth. " 


Book  DrnfAwruMur  IM 


It  Is  probftble  thai  Um  SUIe  viO  '*mAmror  to  ratafai  ftllflr 
marfBoey  powm  it  hM  aeqoivtd 
niltfly  in  tbe  6tld  ol  teatiaa,  mi 

rapitnli-tic  fVOUP  wiQ  WdmfOt  "tO  pOl 

^ui  •    ^  MiitioiiAl  Mourily,  imparkl  oniljr,  podikaMi  of 

tioAllUuiM/'    Moraovw,  tboy  wiUUy"loibin<Milo 

*rtionortlMbiirdMolUxatioo.''    WlMtllMy  «Mlto"i 

ictiTttjofUbor." 

I  lie  uni  problem  for  Um  wortoi  k  lo 

bfWMd  prodtMtiTiiy.    This  they  ikouki 

hH^*rimT^*^lp  mwMMtkm  trf  iwcifiiM     Ttwir  woond  pf  oMwu  h  to 

nnA*>  towATd  the  Stelt  m  eootroOer  of  indortty.    TIm  wcyriag  ol  iMr 

rttrirt  prodoetiTity  em  not  be  Ml  lo  eeoaoaif  iMdneiii  bal  II 

Q  the  UM  oT  poUtieel  ■Creogth.    Heoee  the  SItle  mmI  be 

ntemetknelinn  murt  take  the  pleee  of  the  eioeed  Stale. 

Mr.  Hobeoo'e  book  ie  welcome  to  thoee femflier  with  hfa eerthr  i  uImm     la 

kflory  be  Hm  in  the  peet  kkl  the  greeteel  empherie  oa  ajetoftulfaa     The 

.^^.KQiUon  in  thie  volume  of  the  importanee  of  prodoelion  in  the  aeer  ftilare  b 

,«t(nificent    How  fully  he  mey  beve  enttdpeted  the  woriwi^  ellitede  towerd  the 

twohlem  ii  evident  when  one  reeHiee  the  reeeat  powth  fai  the  poBtknl  eeUrily 

if  t  be  Labor  party  of  Great  Britain  and  the  eteleeaent  of  war  afaw  Juel  nmde  by 

he  Inter-Allied  Labor  Confeieoee  in  London. 

E.  M.  PAmM. 
Vnkmmty  of  Pt 


•  KKi,  Vbrnon  and  Tatlor,  Auwto  E.    Th$  Fo^  ProtUm     Pp,  lili,  21S. 
i'rice,  $1.25.    New  York:  The  Mafflnilbn  Company,  1017. 

'     work  may  be  k>oked  upon,  by  reeeon  of  the  repntatton  and  enariew 

'ton,  ae  the  moet  autboriutive  preeeatetioo  of  the  food  ptpbl—  yol 

ihe  fint  part  deab  with  the  food ahoalkMi  of  the  Alli«  and  the  Unilad 

'!  the  eecond  part  ie  giren  over  to  a  toriinkml  drnflriptina  of  Ihe  neee  cf  leod 

iched  in  simple  and,  at  the  eame  time,  iliielly  ielnliie  iMCMiii. 

pod  that  the  book  wiU  have  a  wide  ebeobliQD.  IldwnldbefamdMhle 

!  10  ipreading  of  knowiedfe  regarding  thie  aoal  tM  of  all  problmBe. 

...c  need  of  our  Allies  for  food  is  brought  hoaMfoni^y.    TVeeaving 

lired  food  lies  in  the  voluntary  aeeeptanee  of  the  aeeemMse  of  Ihe  eiW 

,^Mt'ii     iiationing  the  .pubUe  cannot  hope  to  euoeeed.    "For,  if  a  nlloaing 

lyitem  cannot  succeed  in  Germany,  it  cannot  hope  lo  aoeesed  aaywhvi.*'    It 

rtason  that  the  education  of  the  publie  fa  eo  iMiliil  and  il  wOi  lako 

to  arooee  people  to  the  point  of  view  that  the  pislsst  help  iMy  can 

r  iu  winning  thie  war  fa  1^  eating  com  and  ehieksn  inslBed  of 


! '  iuthors  lay  special  stress  on  the  evtfa  of  pteHesring     T» 

I'  visualise  the  eituation;  they  give  the  following  wanlic:    **WhQao  in 
me  dsBsands  'businees  as  usual'  fa  acting  contrary  to  the  foieee  operating 
in  carrying  on  the  war;  and  yet  the  very  men  who  eo  eoalsnd  for '  buBH 
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nem  mm  umiai   iit  war  time  would  not  in  the  least  hesitate  to  send  their  own  8or>^  «^ 
Um  fironi.    They  do  not  seem  to  realize  that  their  behavior  in  the  conduct  of 
lMiiBl0  inersMSB  the  risk  of  the  lives  of  their  own  enlisted  sons.    The  cattle  ratscr 
wIm>  wjrfiw  to  teke  idTantaflS  of  high  speculation  prices  of  livestock,  the  wheat 
lltfPM  who  dorirsi  to  obtain  the  profits  to  be  derived  from  unrestricted  co  > 
iMiyii^  by  the  frensied  nation  at  war,  the  Uborer  who  attempts  to  force  1 1 
vafi  on  Um  beiii  of  supply  and  demand,  and  the  coal  operator  who  • 
the  eonteit  between  industrial  and  fireside  demands  for  coal,  all  fail  to 
lilt  iiliiation  as  it  actually  exists  and  do  not  realize  that  their  point  of  view  jeop< 
«dini  the  saooeMf ul  carrying  on  the  war. " 

H.  R.  M.  Landis. 
PMaJMdn,  Pa. 


NlOBOLeoN,  J.  Shikld.    War  Finance,    Pp.  xxiv,  480.    Price  10s,  6d.    Ix>ndon 
P.  8.  King  and  Son,  Ltd.,  1917. 

This  is  A  collection  of  articles  written  for  various  publications,  parLicuiarh 
Um  Sailfman^  from  1912  to  1917  inclusive.     The  title  War  Finance,  is  .' 
io  meet  of  tlM  pi^Mre  but  is  not  entirely  accurate  for  all  of  them.    Sci 

by  Professor  Nicholson  in  the  earlier  articles  must  neoessari 
the  light  of  later  events,  but  his  general  contention  expressed  ii 
preface  is  defended  throughout  and  is  worth  quoting  as  a  summary  of  the  1 

"TTm  root  evil  of  our  financial  policy  has  been  the  extravagant  payment  i..«.. 
by  the  sUte  for  all  the  services  required  for  the  War,  whether  of  capital  or  labour- 
ehraje  eicepting  the  labour  of  the  actual  fighting.  The  extravagance  ha-s  ' 
ible  by  inflation.  The  fruits  of  the  evil  are  the  waste  of  nat 
the  increase  in  the  inequities  of  distribution,  and,  worst  of  all,  a  dcgri 
(kUoo  of  the  soul  of  the  nation. " 

E.M. 

POLITICAL  SCIENCE 

PUUND,  Ebmr'.    Standards  of  American  LeqidatUm.    Pp.  xx,  327.     Price,  %lJb 
Chiee^:  The  University  of  Chicago  Press,  1917. 

The  failure  of  the  conunon  law  to  adjust  itself  readily  to  changing  social  coi^ 
i  set  for  legislation  the  task  of  giving  more  immediate  legal  effect  t  < 
I  of  rif^t  and  wrong,  and  of  the  public  good.    Social  legislation ,  in  w<  <  i 
to  this  end,  has  been  retarded  by  adverse  decisions  of  the  courts  asserting  unconst 
totiooality  under  the  due-propess  clause.    The  violation  of  the  right  is  found,  n 
in  the  fact  of  regulation,  but  that  the  regulation  is  unreasonable.     The  1  > 
of  the  field  of  rights  protected  by  this  clause  are  nowhere  defined  wit  h  y> 
What  is  applied  as  a  test  in  such  cases  is  not  a  fixed  but  a  variable  stan 
•id  edied  reeeonablenese.    It  is  a  sliding  scale,  the  length  of  which  at  any  applic 
upon  the  iocial  and  economic  views  of  the  persons  at  the  mome 
the  eourt.    It  is  not,  then,  a  test  of  principle  but  of  policy  which 

e 


TUa  policy  is  implied  and  hence  is  judge-made,  and  is  indefinite  in 
UmL    F^Dtbermore,  the  jndidal  test  is  destructive,  not  constructive. 
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It  ill  lU  iooo  bo  foOowod  by  o  BMfO 

BlUDded:.  *'riiitotkmflOBtkOMMOpoa. 

FuAMm  0.  Bath^ 

(Jnii-o'sUy. 

t jDosouQii,  Cbablbb  (Compitod  and  editod  by).    Tht  Smt  CmmUkMmA, 

i>.  1G46.    Price,  $12.00.    Indionapolit:  a  F.  Bofwoo  oad  Oampny,  1918. 

\\1ioeTer  has  oooMtoo  to  moke  frequani  uio  of  ftote 
ri  •  vn.  rita]  Uw8  of  the  tond  wiD  wetoome  a  otofto  irohmie 
ooALr/ooa,  the  federal  oooftitutioo  tad  theoifuitotowo 
okoiol  depoDdenoieo  of  the  United  Stateo.  Thto  1918  eompflatfaa  to  aoC  to  bo 
«itfded  M  mppUnting  Thorpe's  CoDttitiittoiia  aad  Gbait«%  but  ratlMr  ao 
iforrlitit;  r«Iief,  for  ordinary  purpooae,  from  thai  older,  folumlnom  work. 

The  training  of  the  compiler  and  editor  as  Asitotaai  Direeior  of  the 
4fitlati\'e  Research  Bureau  and  present  Director  of  that  Bureaa  (aadsr  a  m 
Aoie)  as  weO  as  totemsl  o?ideooe  of  careful  compaatioo  and  odHtoft  ghro  a«i 
MS  thai  the  material  may  be  reUed  upon. 

c  n  r 


v.  Edoar  E.  and  Weot,  Vicrna  J.    Tfcs  Fsnifii  Psttcf  ^  W4 
I  iUon  t9tS-t9tr.    Pd.  42«.    Prirc.  fl.TS.    Vew  York*  The  MaanlBaA 
ompany,  1917. 

'  '    'tthoraoODUinute  toa  betterunucTBUuiaincoi  vixm^wsax  v%uMMimifMTn^ 

heir  concise  oummary  of  iu  major  problems  and  Jiniitoni»  aad  thtir 

'^'&  auid\^  of  the  fundamental  i duals  *'**r*^i  fta  daiskipmit.    FVai|uoat  rsf- 
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«Mfltt  is  tbt  t«xi  to  mppanded  statements  of  the  President  and  his  S< 
^  8lala»  oonprWim  Marly  two-thirds  of  the  volume,  permit  the  reader  t 
aceurafly  of  tldt  expoiKkm  by  an  appeal  to  the  official  record. 

An  imar**'***^**"  of  the  Prerident's  conduct  of  our  fortngn  relations  prior  to 
Um  Workl  War  reveals  the  foundations  of  his  permanent  policy.     His  basic  u 
at  a  faith  in  democracy  and  the  finality  of  the  moral  judgment  ii 
of  meo  as  well  as  at  the  tribunal  of  God.    From  this  faith  grew  the 
that  evory  nation  should  be  free  to  develop  constitutional  liberty  mu 
"Aoold  racud  every  other  nation  as  its  equal;  that  fair  dealing  was  the  lest 
imam  of  metm^Jim  friendship  and  peace  between  the  nations;  that  the  guid 
of  MtablUied  hnr  wai  eaential  to  international  justice  and  fair  dealing;"; 
intenialioiial  disputes  should  be  arbitrated  in  the  light  of  law;  and  fit 
nstlrnwl  force  should  be  used  only  to  combat  criminal  aggression  and  ' 
Kreai  humanitarian  purposes. 

By  adherence  to  theee  ideals  in  the  conclusion  of  arbitration  treaties  tu"'  ^^ 
our  relaCloos  with  Mexico,  China,  Japan,  the  Philippines  and  England,  the  I 
ilwit  Hitetiliihnd  himself  as  the  leader  of  American  opinion,  and  enabled  the  I  i 
SittiM  to  plead  for  international  law  and  justice  with  "clean  hands"  whcti 
engulfed  the  world. 

The  Preddent  demanded  equally  of  all  belligerents  a  strict  observance  o* 
neutnl  rights  guaranteed  by  well-eetablishe<l  rules  of  international  law.    ^^ 
the  submarine  warfare  wantonly  destroyed  American  life,  for  which  no  repar. 
was  possible,  violating  both  international  law  and  the  essential  rights  of  humn 
a  bieak  with  Germany  became  inevitable  and  imperative.     In  contrast  v,c.- 
P*^<«**  invasions  of  American  rights,  involving  mere  loss  of  property  capable  o 
fun  reparation  through  diplomatic  channels. 

Fi  If  canning  our  eventual  entry  into  the  world  conflict,  President  Wilaoi 
roused  an  apathetic  public  to  support  an  augmented  army  and  navy;  r 
the  people  to  a  Ineak  with  our  traditional  isolation  from  European  at; 
**^'>'*—'*'^^  the  European  belligerents  into  a  reasoned  statement  of  their  war 
Thus  under  Woodrow  Wilson's  leadership  our  war  against  Germany  was  1 
from  a  sdfish  vindication  of  national  rights  to  a  lofty  international  purpoh* 
warfin  for  democracy,  the  rights  of  small  nations,  a  concert  of  free  peoples,  :i 
durable  world  peace. 

The  writers  justly  cUim  a  further  pragmatic  sanction  for  President  Wili^)M 
foreign  policy.  As  a  result  thereof  "a  European  quarrel  originating  obscurely  i 
petty  dynastie  ambition,  in  greedy  economic  rivalry,  and  in  base  national  hatre( 
was  traneformed,  by  the  entrance  of  the  United  States,  into  a  world  conflict  wit 
the  vailed  foreee  of  democracy  and  international  peace, "  squarely  ranged  undu 
kmmirmn  leadership,  "against  autocracy  and  continued  world  struggle. " 

Osrtain  inconsistencies  of  the  President's  diplomacy  are  gingerly  treate< 
While  regretting  the  repudiation,  in  the  proposed  modus  vivendi  for  submarint 
and  merchantmen  (January  18,  1916),  of  the  contention  that  submarines  cou) 
not  operate  legally  under  existing  international  law,  the  authors  ignore  an  earli< 
repudiation  in  the  third  Luntania  note.  Again  the  scant  account  of  our  Caribbes 
rehUiooe  hardy  hints  at  the  conflict  of  our  drifting  imperialism  in  that  qiiartc 
with  the  Fan-American  program  for  a  union  of  American  powers  in  a  mutu 
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CAirmi,  Hkxbt.     The  Control  of  the  Drink  Trade.     Pp.  xvi,  323.     Price,  $J 

New  York :  IxmgmMin,  Green  and  Company,  1918. 

Aa  Lord  lyAbanoD  atates  in  the  Prefaoe,  Mr.  Carter's  object  in  writing  i 
book  waa  to  tet  forth  in  detafl  the  regulations  adopted  to  control  the  drink  trade 
kiQfVi^  Britain,  the  immediate  purpose  of  each,  under  what  conditions  they  imve 

iielurcod  and  the  raeults  that  have  accrued.    The  period  covered  is  from  the 
of  1014  to  the  spring  of  1917  (i.e.,  from  the  outbreak  of  the  war  to  tl.o 
in  Older  to  safeguard  food  supphes,  the  output  of  Uquor  was  curttn 
by  the  Order  of  the  Food  Controller). 

In  Part  I,  Conditions  before  the  War,  the  author  points  out  the  i 
father  rsglUation,  the  movement  of  public  opinion,  and  the  problem  coniijiitini^ 
the  Control  Board.    Part  II,  The  Administration  of  State  Control,  is  devotP'i  to 
the  rsstrictiye  and  constructive  work  of  the  Central  Control  Board,  est 
in  June,  1915.    In  Part  III,  The  Effects  of  State  Control,  the  author  sun 
the  results  of  the  experiment.    The  charts  and  diagrams  in  this  section 
especially  valuable. 

The  experiment  of  Great  Britain  is  of  outstanding  importance  and  should  be 
partteularly  intoeeting  just  now  when  National  Prohibition  is  before  the  Stnt'^^ 

E.  G.  I 


Bnaaoi,  Jnas  F.     The   Japanese    Invasion,    Pp.    xvii,    231.    Price,    |1 

Chioico:  A.  C.  McClurg  and  Company,  1917. 

The  special  merit  of  this  volume  Ues  in  the  author's  appreciation  that  the  re  .. 
tions  of  the  United  States  and  Japan  in  the  future  are  far  more  important  than  the 
k)cal  questions  created  by  the  presence  of  a  few  thousands  of  Japanese  in  Ameri'^  ^ 
He  recognises  that  the  race  question,  psychological  rather  than  physical,  lie- 
the  bottom  of  the  difficulty.     He  traces  the  advent  of  the  Japanese  to  Amei 
the  flhsnging  attitudes  towards  them,  their  own  reaction  to  American  Ufc  : 
tastoms  and  analyses  all  these  things  in  the  hght  of  the  impression  they  are  cr< 
tng  in  Japan.    An  excellent  bibUography  is  included.     It  is  a  valuable  and  tin 
The  tone  is  friendly  and  sympathetic,  the  statements  very  accur: 
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T'»RKWORD 


his  study  is  a  hopeful  beginning  ol  rHMtfebai  wbioh  wiO  hdp 

to  solve  aome  of  the  problem!  of  lec^ilAtivt  prootdnrt. 

ludiee  are  neoeeeary  preUininariet  to  Uie  populaiiimtion  of  Iht 

1118  M  well  AB  the  solution  and  nothing  ia  moie  naadad  in 

mental  research  than  the  baaio  facia  underlying  the 

oceas,  for  it  is  undeniable  that  the  Itigtilati^t  ^^^^^^ 

f^tion  properly  in  the  states  or  in  the  Congress  of  the  United 

.>tr.  i^odds  has  done  well  to  go  below  the  sunace  qi  imo^  and 
tell  how  the  legislatures  actually  do  some  of  their  important  worlu 
In  doing  so  he  has  been  plowing  virgin  soil  a  good  deal  of  the  time 
and  the  way  has  not  been  smooth.  He  has  bad  to  find  his  facie  in 
obscure  sources  and  to  weigh  and  sift  a  vast  amotmt  of  scattCTwd 
material. 

There  are  plenty  oi  arucies  and  oooks  descnpuve  ot  icpsiauve 

"  bodies  but  there  is  a  dearth  of  descriptions  of  the  way  litislstiiwis 

"  organised  and  how  they  work.     Everyone  intimately  in  toueh 

:  with  a  Irtdslative  body  knows  that  there  is  a  vast  difference  between 

J  thcon  and  practice.    Mere  analyses  of  constitutional  fonne  and 

I  limitations  tell  very  little;  in  fact  they  mislead  grossly.    Take,  for 

Ic,  the  provision  that  every  bill  shall  be  read  in  full  on  three 

le  days.    If  that  were  followed  literally,  the  legMatwre 

iiid  spend  its  entire  time  listening  to  the  reading  of  bills.    The 

tual  practice  is  not  followed  anywhere  and,  of  course,  could  not 

yet  every  general  treatise  on  legislatures  treats  it  as  a  part  of  the 

ual  practice  of  legislatures.    Many  constitutional  forma  are 

T^rlv  paper  provisions  and  that  fact  lends  imporianoe  to  Mr. 

i  i  s  study.     N  ew  light  is  thrown  on  many  subiecia  whieh  writen 

\e  heretofore  been  content  to  pass  over  in  general  ierma  beeause 

the  difficulties  of  detailed  reaearch. 

One  of  the  most  interesting  phaaea  of  Mr.  Dodds*  work  ii  hie 

^cussion  of  the  powers  of  a  lec^ative  body  and  of  the  separate 

uouses.    Strangely  enough,  no  one  has  oonaidered  this  subjeet 

sufficiently  important  for  careful  study  and  yet  in  1018  in  one  of 

1^1 


yi  Foreword 

oi^r  leading  states  all  of  the  principal  officers  and  some  members  of 
the  legislature  were  indicted  for  violating  a  law  which  attempted 
fix  the  number  of  employes.     The  court  rightly  held  that  the  hou< 
of  a  legislature  could  not  be  bound  by  such  a  law  because  it  inti 
fered  with  their  inalienable  powers.     Laws  in  violation  of  this  prin- 
ciple are  on  the  statute  books  of  several  states. 

Another  subject  which  has  not  had  the  attention  whicii 
deaervee  is  treated  in  this  study,  namely,  the  validity  of  the  enroll 
bill.     There  is  some  confusion  of  legal  authority  on  this  point,  n 
majority  holding  that  the  enrolled  bill  cannot  be  impeached,  while 
a  few  would  allow  the  journals  as  evidence.     Either  conclusion  lea 
to  absurdities.     If  the  journals  or  parol  evidence  cannot  be  uj^< 
to  impeach  an  act,  then  acts  which  never  passed  either  house  m 
become  laws  by  the  signature  of  the  presiding  officers  and  i\ 
governor,  as  actually  happened  in  Indiana  in  1913,  through  1! 
trickery  of  some  unknown  person.     The  doctrine  of  the  valid ii 
of  the  enrolled  bill  would  make  such  an  act  valid  in  spite  of  i\ 
plain  evidence  that  it  never  passed.     On  the  other  hand,  if  tin 
journals  are  to  be  used  as  evidence,  the  law  may  be  made  to  depenl 
upon  the  accuracy  of  the  work  of  legislative  clerks,  who  are  seldo 
known  for  their  efficiency.     Instead  of  taking  the  act  from  1) 
statute  books  as  it  stands  each  act  would  have  to  be  traced  ba- 
through  the  journals.     The  doctrine  that  ''ignorance  of  the  la 
ezcuaee  no  one"  would  truly  become  a  joke  under  such  circum- 
stanees. 

It  is  just  such  questions  as  these  that  most  need  analysis  and 
careful  treatment.  The  physiology  of  legislatures  should  l^e  studied 
rather  than  their  anatomy.  The  following  study  tells  more  about 
how  the  houses  are  organized,  how  the  committees  work  and  how  a 
bill  travels  through  the  process  than  has  heretofore  been  brought 
together,  which  material  is  compacted  into  a  few  pages.  Scarcely 
a  superfluous  word  is  used  to  describe  important  processes.  The 
study  will  be  of  great  basic  value  in  the  inevitable  reform  of  legi^ 
lative  proceaBee. 

John  A.  Lapp. 


C'H\l>TEU   I 

ii:  LECaSLATURE'S  INHERENT  lH>WEIiS  IN  MATTERS 
OF  PROCEDURE 

The  methods  and  fonna  by  which  leskUiiw  buiiiMai  b  carriiid 

00  riouHly  hix.  Rules  desiffDod  to  proieei  Um  rigbto  o(  the 
mil  •  socuro  duu  delilHiration  and  publicity  for  all  IsfCMbitiTt 
ncU,  and  to  introduce  order  into  the  porfonnanco  of  lefcialmtive  duties 
are  known  to  bo  frequently  disregarded.  Judgmenla  of  prendiof 
officers  in  direct  contravention  of  the  rules  havo  been  susUinod  by 
majority  vote,  and  legislative  houses,  in  flagrant  violatioo  of  thoir 
own  law,  have  overruled  correct  decisions.  To  such  loose  and 
ohnotic  practice  was  due,  in  no  snudl  degree,  the  growing  popular 

rust  which  so  boldly  marked  the  nineteenth  century  attitude 
.  \N  IK  Is  our  state  legislatures.  Successive  ooostitutioos  reflect  the 
!< .  iiiM   of  confidence  in  representative  assemblies  by  defining  and 

*  ricting  in  great  detail  the  powers  which  the  legislature  may  exsr> 

'V  '    '  '  ho  prcvnilinK  extravagance  and  recklessness 

I  ig  the  forms  and  procedure  by  which  the 

ire  must  act.    Thus  the  newer  constitutions,  in  an  effort  to  in- 

'  '  '  *  <  ration  in  the  work  of  the  legislatures,  or  at  least 

lons  of  certain  gross  frauds,  came  to  include 

•  ihc  provisions  goveniing  parliamentary  practice.    Today  pro> 

that  a  bill  must  be  read  three  times  on  separate  days  are 

li,  and  numerous  regulations  concerning  introduction  of  billsy 

ling  by  presiding  officers,  functions  of  committees,  et  cetera, 

iir  in  many  organic  laws. 

Oe('a.sioiuilly  the  legislature  itself,  in  the  spirit  of  repentance, 

atcd  a  rule  of  procedure  to  the  plane  of  statute  Uw.    Thus  the 

t  that  local  or  private  bills  must  be  published  in  the  di»- 

they  affect  found  a  place  on  the  statute  books.    In  like 

nner,  improved  methods  of  handling  contested  electioa  cases 

t  tempted  by  acts  delegating  disposition  of  them  to  the  courts. 

rpoee  of  course  was  to  establish  by  legislative  action  a  few 

1  fundamental  parliamentary  rules  to  control  the  whims  of  the  legia* 
'^'ure  without  the  observance  of  which  no  action  could  be  deemed 

il. 
>  (II 


2  The  AntiaU  of  the  American  Academy 

Inherent  Powebs  Defined 

Bui  when  tho  aid  of  the  courts  was  summoned  to  apply  those 
provinions,  whether  embodied  in  the  constitution  or  occurring 
merely  in  the  statut-e  law,  the  doctrine  of  inherent  powers  and  priv- 
ilegcn  of  leKiRlative  bodies  was  seen  to  bo  involved.  Historically 
this  is  a  very  ancient  doctrine.  It  takes  its  source  in  the  long  si  r 
(de  in  England  between  King  and  Parliament,  when  the  mattd  . 
gaining  and  securing  recognition  of  a  privilege  was  a  tremendously 
important  thing.  A  privilege  once  established,  the  Commons  wen 
at  that  point  secure  from  royal  interference;  cither  directly  by 
ai^nifl  of  the  king  or  through  the  processes  of  the  courts.  But  it  i( 
one  of  the  curious  developments  of  history  that  a  principle,  cm- 
ployed  to  protect  the  representatives  of  the  people  against  cocrcior 
an^l  intimidation  by  an  autocratic  power,  should  today  remove  their 
from  all  legal  liability  so  far  as  the  forms  by  which  they  conduct 
themselves  are  concerned. 

Legal  theory  recognizes  that  each  department  of  government 
poMesBcs  certain  inherent  powers  of  which  it  cannot  be  deprive^ 
a  co6rdinate  branch.  This  is  the  doctrine  of  inherent  pow 
Speaking  generally,  these  powers  are  such  that  if  the  free  exei 
of  them  were  obstructed  the  effective  discharge  of  the  duties  of  t Ik 
constituent  branch  would  be  seriously  impaired.  It  is  gcncrallj 
accepted  that  no  explicit  constitutional  provision  is  necessary  to  thf 
exercise  of  these  powers  and  privileges  upon  the  part  of  the  h^gisla 
turc,  but  that  they  are  implied  in  the  general  grant  of  legislative 
power  and  are  necessary  if  that  body  is  to  fulfill  its  function.  Th( 
broadest  expression  given  to  such  rights  describes  them  as  inhcrcn* 
in  the  law-making  branch  and  capable  of  being  ascertained  primaril} 
by  an  examination  of  common  parliamentary  law.  They  are  not  de 
rived  from  express  provisions  in  the  constitutions.  On  the  contrary 
they  arise  from  the  very  nature  of  a  legislative  body.  Indeed  ^^" 
constitution  is  not  a  grant  but  a  restriction  upon  this  power.' 

'  Ex  parU  McCarthy,  29  Cal.  395.  This  foliowe  closely  the  English  theory  o . 
la  c<  eoHMududo  Parliamenli  as  outside  the  common  law.  See  Blackstone' 
"CommenUries,"  Bk.  I,  c.  2;  "But  the  maxims  on  which  they  (the  two  house 
oC  Pftriiament)  proceed,  toKethor  iii'ith  the  method  of  proceeding,  rest  cntiroly  ii 
Um  hrmtH  of  parliament  it»elf  and  arc  not  defined  or  8tate<i  by  any  particula 
bw."  Coke  abo,  4  Inst.  15,  "Judges  ought  not  to  give  any  opinion  of : 
of  firivilege,  becauae  it  is  not  to  be  decided  by  the  common  laws  but  sccun 
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the  light  of  thU  prineiplo.  proviiiioiui  which  raad,  "  Kaeb 

'!  nthrr  prni  rm  nrrwwnrjr  fnr  ■  hrinnh  (4  ■  IggMituri  nf  ■  frwi 

cun  add  nothing  to  prerogftUvei  AlfMMly  fii|aficl.*    Il  k 

worth  while  to  oxanune  the  nature  of  theM  mbttrni  richu,  wbirh 

it  ion  ttoatf  md  ta  Uw  MiiiiM  el 
.t  uny  moiw  Umui  mi  iiitifiilil 
ly  hut  freedom. 

rRRMlN'K  THE  QUitLinCATtOWa  Of  MsMBBM  IS 
EXCLUHIVK 

The  right  to  judge  of  the  oloctiomi  and  qualifieatioiip  oC  iu  own 

mcmUsnt  ih  oxprefMily  conferred  upon  each  houiie  by  the  coii»tii«ilaofv 

^taten.'    Origiimlly  developed  by  the  House  ot  Cotnmoni 

, .     :   lion  agaimt  encroachmefit  by  the  king,  it  wcmld  exial 

iV.  in  the  abeence  of  any  oonntitutional  grant,  an  an  inhervot 

nec*cMsar>'  to  the  legialature  to  enable  it  to  perform  iU  kigb 

1. "     *  It  IK  the  power  of  eelf-protecUon."*    The  right  baing 

e,  the  Icgi«hiture  cannot  refer  ultimate  deeiiion  to  any  other 

1.    The  courts  can  enter  no  judgment.    Their  daciikin  is 

advisory,  if  indeed  they  can  act  in  the  matter  at  all.* 

will  the  courts  inquire  the  reason  for  the  expulsion  of  a ; 

ao  matter  how  arbitrary  and  unfair  the  action  of  the 

'     In  no  case  will  the  courts  examine  the  returns  to  see  who 
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,t  ronsuHudimem  ParUamtniL  "    AoMrksa  soarls  have  ilwiiiwJ  that  ia 
UMB  sr«  orssiuMd  sad  guyuaJ  ia  SMordsassvilh  ths  fs^ 

,  .^»  of  parlisin«ntsry  Uw.    Bx  partM  Senm%  49  Ala.  SI;  AUt  T. 

,56N.J.L.480.    ThescoeptedopiiuooinCoBpsMbthstiiBlilnilsihsive 

^>  CongreH  operstM  under  what  Spssksr  Rssd  imwmd  enwiana 

in  which  the  prsetiee  of  the  House  eoosUmUi  a  pfftocipBl  pert 


'^ir  in  thirteen  state 

lie  Constitutions,  prspsrsd  for  New  YoHi 
p.  885-6  snd  02MI 
*  Him  V  >.H.  473;  Frmeh  v.  Xtato,  146  CkL  eiH. 

»/nr<>(\.... ..»n  of  Senator.  Ill  Ps.8t.S5.     In  Asir  t.  OilMr*. 

Kan.  &51,  an  art  ein|Miwcring  s  court  to  varste  s  east  of  s  nwnhsf  who  upon 

'       i  tohavr)Kvnint<)xirat«(linspttblieplsc«wssdsclsrsdToht    The 

\rhiMivo  fMiwor  to  )uds<^  of  the  qusKfle^^ons  ef  its  OMsibsn  b  net 

rhman  v.  5Mf.  112  N.  B.  61  (Mssa  1916) 

nfhrisory  opinion  ie  dsnisd.    Also  is  Aslv 


tmpn:  AuHtmOtmmti  v.  0ssp<  SI 
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lafiJly  elected,  the  legislature  being  the  sole  judge  of  all  questions  of 
law  or  fact  involved.^  The  courts  will  exercise  no  supervision  over 
justtces  of  the  peace  authorized  by  statute  to  take  testimony  in  con- 
tetiod  elections  of  members  of  the  legislature.  The  powers  of  these 
offidala  when  so  acting  are  not  judiciary,  but  rather  in  the  nature  of 
the  work  of  a  committee  of  the  house.^ 

Since  the  courts  refuse  to  review  in  any  manner  the  action  of 
the  legislature  in  admitting  or  expelling  members,  the  binding  force 
of  statutes  defining  the  methods  of  contesting  elections  rests  solely 
in  the  will  of  the  house.  This  is  in  harmony  with  the  view  adopted 
by  Congrees  that  such  an  act  is  only  a  wholesome  rule  not  to  I )e  de- 
parted from  without  cause,  and  that  a  petition  failing  to  ])roco<'<1 
aoeording  to  law  is  not  without  remedy.'  Such  laws  must  be  vie^^ 
as  convenient  aids  to  the  legislative  house  and  cannot  exist  as  a 
check  upon  the  legislature's  power  to  adopt  any  other  procedure 
at  will.  In  fact  it  has  been  recently  declared  that  a  statute  at- 
tempting to  define  the  procedure  to  be  followed  would  be  void.'" 

Thjb  Powxr  to  Punish  for  Contempt  is  a  Prerogativ} 

A  second  inherent  right  is  the  power  of  a  house  to  punish  con- 
tempts of  its  authority.  Following  English  precedents"  our  courts 
at  first  held  that  this  was  a. general  power  necessary  to  the  exercise 
of  legislative  functions  and  the  adjudication  of  the  house  was  suffi- 
cient to  establish  the  fact  of  contempt.'^  This  exclusive  jurisdicrtion, 
however,  was  restricted  in  the  opinion,  rendered  in  the  famous  Eng- 
lish case  of  Stockdale  v.  Hansard^  which  declared  that,  although  no 
court  could  relieve  a  person  committed  for  contempt  from  punish- 
ment lawfully  inflicted,  the  question  of  the  jurisdiction,  of  the  house 
is  always  open  to  inquiry."  The  United  States  Supreme  Court 
finally  accepted  this  view  and  in  the  case  of  Kilburn  v.  Thompson 

^(/DcumA  ▼.  Judges,  40  La.  Ann.  698;  People  v.  Mahaney,  13  Mich.  481; 
▼.  JeweU,  66  N.  H.  382;  DaUo  v.  StaU,  43  Ohio  St.  652;  CorbeU  v.  Naylor, 
25  R.  L  520. 

•SittUr.  Peen,  33  Minn.  81. 

•  Cms  of  Wmammm  v.  Sickles,  1  Hinds  776. 

»•  XHnoPi  V.  Swig,  supra. 

"  8m  May,  "Practice  and  Usages  of  Parliament, "  10  ed.  p.  131  et  seq. 

»  Andtrsm  r.  Dunn,  6  Wheat.  204,  followed  in  a  series  of  cases  until  Kilburn 
V.  Tkampton,  103  U.  8.  168.    See  also  Coj^n  v.  Coffin,  4  Mass.  36. 

»•  Ad.  A  E.  1,  and  11  Ad.  &  E.  263. 
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lirod  into  tho  juriBdiotion  of  the  Hoom  c 

at  tho  ^  •  ^  *riQ  that  the  right  to  puakh  for  ooatMPpI  «oiild 

vr  nnv  .  from  EngUih  |ir>eedmti,  iiiiet  from  Mbm  i»r 

t  haa  beon  a  High  Court  of  Judieatura.    Tha 

,  if  the  HouM  of  Rapraaeiitativaa  ia  to  pnaWi 

I  witnc«8,  tho  taatimooy  niial  ba  laqgirad  ia  * 

I  tho  Houn  can  properiy  proaaad.    In  tha  aaaa  in 

.i.veBtigation  waa  found  to  bo  of  a  judiaial  nntnM  nod 

s  of  the  power  of  tho  House.    The  warrant  for  tha  priaoner^a 

I  arnwt  waa  therefore  void. 

'^10  state  courta  were  quick  to  adopt  the  reaaoning  i*  n 

ipson  and  to  inquire  into  the  lawfulnesa  of  lagial: 

})t.    The  principle  followed  waa  that  the  houses  of  tha  imisia 

-t>  free  to  punish  recusant  witoessss  only  if  tha  information 

H  in  the  aid  of  legiaUtion,  otherwise  sueh  ponishment  is  an 

>  of  the  judicial  department.'^    But  the  doctrine  that  tha 

' .  lo  command  respect  is  obviously  so  nssnntisl  to 

•  t  and  guidance  of  the  legislature  that  it  haa  always 

<  IV.  1  without  question  remained  unshaken.    The  constitution  does 

lie  the  power,  but  fixea  and  limita  the  mode  and  duration  of 

icnt  for  disobedience.^ 

Thb  ATTrruDB  or  thb  New  York  Counn 

The  New  York  courts  of  late  years  have  aeemed  unwilling  to 

-ede  to  the  legislature  an  inherent  or  even  a  common  law  right 

•I'^i^h  for  contempt.    The  constitution  of  this  state,  contrary  to 

Mff  form,  does  not  authorise  in  specific  terms  a  aingle  house 

iture  to  punish  for  contempt  or  to  expel  members,  and 

'"»*  •>-  to  a  member's  privilege  from  arrast,  although 

!  ogatives  are  generally  held  to  inhere  without 

cuiintitutiunal  grant.    Since  1830  these  powers  have  been 


'*  In  n  Chspmao,  IM  U.  8.  Ml;  !n  f  Guna,  50  Kaa.  156;  Bmwimm  ▼. 

Vr^rimy,  80  Mmb.  226;  PrnntU  y.  Kt^,  M  N.  Y.  40;  M«iur  of  Bsnsi,  201 

V.  108;  Pw^  ▼.  WM,  5  N.  Y.  8upp.  855;  Rx  parU  PiHwr.  74  &  C.  460; 

ttm  V.  //itf,  79 8.  E.  870  (W.  Va.);  Bx  parU  Watt«n,  144  8.  W.  SSI  (Tte.). 

'*  Ex  parte  McCarthy,  20  Cal.  305;  Lmm  t.  Summtn,  60  Mo.  App.  6S7;  State 

^f^UthoM,  37'N.  H.  450;  Ex  parU  Ddtoo,  44  Ohio  Si.  142;  Bm  pmU  VuAm, 

i;  SuOivaH  y.  HiU,  tupn;  Tho  powtr  to  punhh  msj  bo  dds^lod  lo  eaai> 

'  V  tutuie.    Bx  part*  Parker,  and  iSiiIWi—  y.  0tO; 

u  n  Davis,  58  Kan.  368. 
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provided  for  by  general  statute,  and  the  offenses  enumerated  in 
the  acta  have  been  declared  to  be  the  only  ones  which  cither  house 
18  aittboriied  to  punish  as  contempts  and  to  take  the  phico  uf  the 
Dumerous  ofifenaes  treated  by  Parliament  as  such.  The  statute 
eoaferrinff  the  power,  judicial  in  nature,  is  not  void,  however,  as 
invading  the  judiciary  department  since  it  is  necessary  and  ai)i)ro- 
priate  to  legislative  action.'*  More  recently  the  Code  of  Ci\il 
Procedure*'  has  given  over  the  duty  of  punishing  recusant  witnes 
to  the  courts,  and  the  Court  of  Appeals  holds  that  in  so  doing  i 
lepshiture  demonstrated  its  lack  of  an  inherent  power  to  punish  for 
contempt  ii  '"  '  <"'lience  to  its  process.**  This  is  a  serious  inroad 
upon  the  \'  i;  theory  of  prerogative,  if  indeed  the  concept  is 

not  completely  shattered.     The  legislature  is  considered  to  hi 
•  ••I  through  its  general  legislative   power  the  privileges  nut 
"  .illy  conferred  by  the  constitution.     They  are  not  exclusive 
or  inalienable  and  are  defined  by  statute  law.*' 

Parliamentary  Procedure  not  Subject  to  Judicial  Review 

With  a  view  towards  maintaining  the  effective  independence  of 
the  codrdinate  departments  of  government  in  the  discharge  of  their 
appropriate  duties,  the  courts  have  generally  permitted  the  legisla- 
tures themselves  to  interpret  constitutional  provisions  concerning 
methods  of  procedure.  For  example,  the  courts  of  several  states 
will  not  admit  evidence  to  impeach  the  validity  of  an  act  on  ihc 
ground  that  some  constitutional  requirement  as  to  the  mannei 
passage  has  not  been  observed.  If  the  act  is  regularly  enrolled, 
authenticated  by  the  presiding  officers  of  both  houses,  and  signed 
by  the  governor,  the  evidence  is  conclusive  that  all  constitutional 

••  People  V.  Keder,  supra;  See  also  People  v.  Webb,  supra.    The  legislature 
hi*  only  Rich  powers  to  punish  as  have  been  conferred  upon  it  by  statute. 

*MS64toY856. 

»•  Matter  of  Barnes,  204  N.  Y.  108. 

*•  In  a  recent  Texas  case  the  court  held  that  in  accordance  with  the  doct  r 
oC  Uw  separation  of  powers  the  legislature's  right  to  punish  for  contempt  waw 
rhred  solely  from  the  constitutional  grant,  Art.  Ill,  sec.  15,  which  authorizes  e 
house  to  punish  persons  not  members  for  disrespectful  or  disorderly  conduct  in  its 
prSBUUUL,  or  for  obstructing  any  of  its  proceedings.     Failure  to  answer  the  (lues- 
UoDs  of  a  committee  does  not  constitute  obstruction  of  legislative  proceeding  and 
Ihs  l^pslature  was  not  competent  to  adjudge  for  contempt  for  so  doing.    Ex  parte 
Walters,  144  8.  W.  531 .    This  denies  to  the  legislature  the  right  to  punish  indirect 
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m  govvrnifig  proeedura  have  been  fulfilled,  end  it  eeaaol  be 

i<Ml  by  the  joumabi.    The  theory  edofHed  m  UmU  the  legii- 

•«  Uiuml  by  their  oathM  to  loppori  the  eoMtif  Itoiiil  mode 

and,  althoush  dkregerd  eoiiftiiuteii  hieeeh  of  duly,  the 

..  .it  iiiutit  always  he  ihiU  the  ooArdiaele  breaeb  bea  fulfilled 

<>    Any  othf^r  intcrpreUikm  leeda  to  oneertoiiity  m  to  what 

ia  luw  iiuil  ouda  lofpcally  in  the  power  to  impugn  the  joumek.* 

ihiH  follows  tho  Kngliah  precedent,  eeUiaiahed  in  1617,  tbel 

th<^  Jnurnala  of  Parliament  are  not  reeorde  but  '*  remembraoeea  for 

I  of  |m>coo<UnK  to  the  record,"  and  cannot  w^keti  or  con- 

». '  atatutc,  which  is  a  record  to  be  controlled  only  by  iteelf. 

**Wh(ii  the  act  a  paeeed  the  Journal  ia  exptred!"**    It  ia  inlefeeting 

<*  the  circuinatancoa  which  surrounded  this  dectaion.    The 

... . olvod  a  statute  passed  in  the  reign  of  Henry  VIII.    As  no 

iml  was  kept  for  the  Commons  until  tho  time  of  Edward  VI, 

iial  of  the  House  of  Lords  was  preased  to  show  from  entries 

that  the  bill  came  up  from  the  lower  house  with  an  amend- 

it  wliich  waA  a  preroquiHite  to  the  lattcr's  approval  of  the  men 

The  bill,  as  passed  by  the  Lords  and  enrolled  under  the  Great 

«">!ituined  this  amendment  cancelled  and  suit  was  bttnifht  to 

lie  tho  act,  but  without  hucccsm.    In  the  absenee  of  any 

ril  from  the  lower  liuuitc  it  in  not  Htningi*  that  the  aet  ae  delivered 

iie  Chancer>'  should  be  hold  to  lie  the  only  true  record,  yet  many 

lu-  Htato  courts  still  follow  this  prece<lent  by  refusing  to  admit 

journals  to  impeach  a  properly  certified  %ot.* 

Journals  Presumed  Favorable  to  the  Act 

I       Another  view,  which  has  been  expreesed  by  the  eourto  of  mom 
^li'M)  Imlf  the  states,  is  that  the  propoiy  certified  «ri  U  onlv  nriwM 

•*  Kiigof  V.  MeKm,  85  P^  St  401. 

"  StaU  V.  Janet,  6  Wad).  452.     In  Fidi  v.  CUvk  (143  U. &  049)  tbeflU|linBl 
v.»rt  cooaidared  that  it  waa  sdviaablo  lo  make  the  certifieaie  of  the  fjiliaa 
jofficen  the  evidenoe  instead  of  jounale  kept  by  minor  «fl<<eli,  who  me  Mablo  Id 
kaake  mistakes. 
I       •Rexy,  Anmdd,  Hobart  100 

»yoIoCo«mlyv.Co(0aii,132CaL265;  EU v. OeHbw, 30 Omn.  10,  MUitrr. 

nn,  .S5  Iowa 706;  SekuU  v. SiaU,  173  lad.  689;  Owmthmm  v.  aorciay.  108  Ky. 

r»  V.  Buck,  40  M i«.  288;  Slate  v.  Bttk,  35  Nev.  6S;  Pmtm  w,  Kodbmf. 

254;  Mamm  v.  Cnmhury  7Vp.,  68  N.  J.  L.  149;  S»rrt$mm$  v. 

.y,  11  S.  D.  357.     It  is  belie\ed  that  the  above 

-   carolled  act  cooduaive. 
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faeU  evidence  of  its  validity  and  that  recourse  may  bo  taken  to  the 
joumab  to  see  if  all  constitutional  provisions  relative  to  procedure 
have  been  obeerved.  The  presumption,  of  course,  is  always  favor- 
able to  tbe  act,  but  this  may  be  overthrown  by  affirmative  evidence 
on  the  journals.  But  it  must  appear  affirmatively  and  beyond  all 
doubt  that  the  act  was  not  properly  passed.  If  the  journals  are 
silent  or  ambiguous  it  must  be  presumed  that  the  constitution  was 
followed.  For  example,  if  the  journals  show  that  a  bill  failed  to 
reeetve  a  constitutional  majority  on  final  passage  and  the  words  "so 
the  bill  failed  to  pass"  were  entered,  the  bill  never  became  law, 
although  this  could  not  be  presumed  from  mere  silence.^*  In  like 
manner  the  courts  will  not  consider  the  fact  that  notice  of  intro- 
duction of  a  local  or  private  act  was  omitted  although  the  constitu- 
tion may  require  it  to  be  published.  The  advertisement  of  such 
notice  in  the  constitutional  manner  will  be  presumed  and  the  jour- 
nals need  not  show  it.** 

Although  it  usually  cannot  be  assumed  that  constitutional  re- 
quirements were  omitted  because  a  record  of  every  step  stipulated 

^Currit  v.  Southern  Pacific  Co.,  21  Ore.  571.  The  following  cases  illustrate 
the  pointA  involved:  C.  B.  &  Q.  v.  Smylhe,  103  Fed.  376;  Gibson  v.  Anderson,  131 
Fed.  876.  In  re  Duncan,  139  U.  S.  449  (Federal  Courts  adopt  adjudication  of 
•tale  oourta).  For  acts  of  Congress  the  enrolled  bill  is  sufficient,  Field  v,  Clark, 
143  U.  8. 649.  Ex  parU  Howard  &  Co.,  119  Ala.  484;  Andrews  v.  People,  33  Colo. 
103;  Slate  v.  Francis,  26  Kan.  724;  AUomey-General  v.  Rice,  64  Mich.  385;  StaU 
T.  FiM,  119  Mq.  593;  CoUmm  v.  Mcdonald,  72  Neb.  431;  Territory  v.  O'Connor, 
37  N.  W.  765;  StaU  v.  SmUh,  44  Ohio  St.  348;  HiskeU  v.  Krwx  Co,,  177  S.  W. 
(TeoD.  1915)  483.  Of  course  if  the  constitution  stipulates  entry  in  the  journal 
tbe  journal  must  show  the  entry. 

»  Vann  v.  StaU,  65  Fla.  160;  CHicher  v.  Crawford,  105  Ga.  108;   Bra 
WiOiame^  137  N.  C.  387.    In  order  to  make  the  requirement  of  notice  effect ive 
Akhamt  included  in  her  constitution,  adopted  in  1901,  a  clause  which  prescribe* 
U»t  the  evidence  of  the  publication  of  notice  shall  be  spread  on  the  journals 
diraeta  the  courte  to  pronounce  void  any  private  or  local  law  for  which  the  joun 
do  not  Axm  that  notice  was  published.    Numerous  acts  have  thus  been  nulUfied. 
8m  Kumpfe  v.  Inrin,  140  Ala.  460. 

But  acts  have  been  held  invalid  because  the  requirement  of  notice  was  not 
oheenred.  Athbrook  v.  Shaub,  60  S.  W.  (Mo.)  1085;  Attorney-General  v.  TuckerUm, 
67  N.  J.  L.  120;  Chalfanl  v.  Edwards,  173  Pa.  St.  246;  here  the  fact  of  no  notice 
WW  adinttted  by  both  parties  and  the  court  accepted  their  admission.  In  New 
leiwy  this  wae  held  insufficient  to  overthrow  the  prima  facie  evidence  of  the  act 
{f^9tkoUm9  T.  SUvenmm,  46  N.  J.  L.  173).  The  fact  of  no  notice  is  hard  to  show 
tf  tte  oonrtt  seeept  the  journals  as  final. 
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in  the  comititution  does  not  tppeftr  in  the  jounuib,**  Um  titmMem 

ri  faeU  are  obUfwl  to  appMr  IhanMNi.    8Mb 

n\  no  other  WAX  And  their  failora  to  tppetr  oe 

journals  will  invalidate  the  a4st,  and  no  pntmaplkotk  arleae  (fom 

tU;  t-iirollinont  of  the  aet.** 

1  he  trond  of  reoent  deeisioMi  haa  heen  towanif  pwmitliaf  f»" 

iort  to  the  journals  to  aaoertain  if  the  convtatutaoiial  foriM  of  ptom 

10  obeerved,  and  away  from  the  Englith  Tiew  that  the  aet  as 

.-.J  record.    Indeed  the  courts  of  two  states  have  fOM  ao  far 

as  to  doinand  that  the  joumab  must  show  aiBnnatively  every  step 

'd  by  the  oonstitution.    Failure  to  do  so  ia  tirmftiwirr  eri- 

tat  the  step  was  not  taken,  resardleas  of  whether  or  ooi  the 

litution  explicitly  orders  entry  thereof.    Therefore,  the 

n  of  the  oonstitution  for  the  entry  of  the  ayea  aad 

Miurnal  does  not  imply  that  other  steps  need  not  be  taken, 

conclusion  being  that  if  facts  are  not  set  forth  they  did  not 

spire." 

This  would  seem  the  aenatble  view  if  effect  is  to  be  given  to  ar- 

.  ^  in  the  constitution  designed  to  cure  flagrant  evils  in  parliamen- 

a:     pr.ictioe.    If  rooouTse  is  had  to  the  journals  th^  ahonkl  be 

1  i<  red  as  a  true  and  complete  aooount  of  the  legiriathra  body, 

amission  therefrom  of  a  step  made  mandatory  by  the  ooostatu* 

lUi  l)c  conclusive  evidenoe  that  it  was  not  taken.    Joumab 

hen  be  kept  with  greater  care,  and  this  in  turn  would  pro- 

•'  closer  adherence  to  constitutional  methods. 

<   ONSTITUnONAL   PbOVIBIONB   SoMITIlIM    DOUBCTOBT 

The  view  sometimes  taken  by  the  courts  that  constitutional 
<  tions  concerning  procedure  are  directory  merely  nod  not  ouuii* 

"*  Praramed  that  ay«i  sad  niys  wsrs  tak«i  oa 
aX  was  atoot,  SlaU  r.  Rogtn,  23  Oia.  S48.    Tht 
three  ra^iiiifi  raquired  1^  the  eofwUtttlkMi.   5m  44  C«it.  Digsit;  1 
17. 

'Ax  parte  Ho«rmni»  119  Ak.  484;  5isl0  v.  Amm,  61  Pse.  (Wys.) 

V.  Waxkaw,  190  N.  C.  203. 

'•  Cokn  V.  Kifi^itey,  5  IdAho  416.    In  Brmm  ▼.  Ciffirty,  ft  Ushe  MQi  tht 

,.  _r'^  did  not  thow  that  the  bill  h«d  bean  read  by  aaeliooa  as  ths  aoastiftini 

■Bid.    5Mal8o5paNsterT.yaco6y.  14UL297.    In  a»m  v.  tfiisl.  68  IS.  1«»» 

■■^jounisl  dkl  not  ahow  that  the  bOl  had  beaa  lead  on  thfas  difvaal  4aj%, 

l4  V.  Bowman,  247  IlL  276;   ^ii6wfw  ▼.  M<CiAm$k,  Stt  DL  812.    Hm 

ounxal  mutt  ahow  thnt  the  bill  and 
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cUUnry  sivee  the  legislatures  still  greater  freedom  in  their  applica- 
tion. Thi«  doctrine  is  borrowed  from  the  principle  that,  when  the 
provkions  for  carrying  out  a  statute  were  not  designed  to  o]>erate 
as  a  condition  to  its  performance  and  do  not  to  the  judicial  mind 
appear  enential,  they  will  he  regarded  as  directory.  In  such  cjiseg 
the  proceedings  under  the  act  will  be  held  valid,  although  the  com- 
nuind  of  the  act  as  to  form  and  time  has  not  l)een  strictly  observed; 
the  time  and  manner  not  being  the  essence  of  the  thing  required  to 
be  done.'* 

In  many  cases  this  is  the  reasonable  attitude  towards  consti- 
tutional prescriptions,  since  the  execution  of  the  legislative  function 
is  more  important  than  the  method.  Accordingly  it  is  usual  to 
hold  that  an  incorrect  enacting  clause  will  not  invalidate  the  law,  the 
form  set  forth  in  the  constitution  being  considered  director}\'* 
Constitutional  provisions  that  bills  shall  be  enacted  into  clauses  and 
sections  are  viewed  in  the  same  light."  In  situations  such  as  these 
the  will  of  the  framers  of  the  constitution  may  be  accomplished  with- 
out strict  adherence  to  constitutional  standards,  for  the  qucstif  - 
are  purely  ones  of  form,  but  when  methods  of  procedure  are  in  vol  \ 
the  situation  is  more  serious.  Requirements  such  as  that  a  bill 
shall  be  read  on  three  separate  days  exist  to  insure  deliljeration  and 
to  check  flagrant  evils.  As  Cooley^  well  points  out,  the  interpre- 
tation of  constitutional  prescriptions  which  renders  t^em  merely 
directory  is  charged  with  dangerous  elements.  The  fundamental  law 
does  not  generally  undertake  to  prescribe  rules  of  proceeding  except 
where  sucl^ rules  are  looked  upon  as  essential  to  the  thing  to  be  done. 

Sections  which  require  that  every  bill  shall  have  three  readiir^ 
on  separate  days  have  sometimes  been  held  mandatory,  sometim 
merely  directory,**  and  the  same  is  true  of  the  provision  that  ail 

»  Potter's,  "Dwarris  on  Statutes,"  p.  222  and  p.  226  note.  See  also  PeopU 
r.  Spruance,  8  Goto.  307. 

^McPkermm  v.  Leonard,  29  Md.  377;  Cape  Giraudeau  v.  RUey,  52  Mo. 
424;  Bwum  v.  Buck,  40  Miaa.  368;  Stale  v.  Burrow,  119  Tenn.  376;  But  in  StaU 
▼.  Bog§r$f  10  Nevada  250,  the  omission  of  one  word  from  the  enacting  clause 
mdered  the  act  void.  The  Court  was  moved  to  this  extreme  view  by  Gooley 
on  ''CoMtitutiooal  LimitaUons/'  7  ed.,  p;214. 

"  Cmudy  ComndmonerB  v.  Meckens,  50  Md.  28. 

■Cooley,  "Conititutional  LimiUtions,"  7  ed.,  pp.  213-214. 

•  Mandatory,  Ryan  v.  Lynch,  68  111.  160;  Board  of  Supervisors  v.  Ilcenan, 
2  MnuL  330;  In  the  latter  case  the  court  considered  that  since  the  constituti''" 


Procedure  in  SiaU;  UgukUuns  I 


bilbt  Hliall  Ije  signed  by  ilie  pmudinfc  Meat  and  tb«  fart  mdmmd  la 

inaJji.*^    Although  cUittet  raquirioc  UuU  btfb  have  bm  OM 

clearly  cxpreflMd  in  the  title  are  feMraOy  mandatory, 

\v  (Iccijiions  have  declaitxl  them  to  be  merely  direeUiry.'* 

The  rule  hae  been  applio<l  that  the  eonetltutional  praMription 

r. .  tory  where  there  in  no  claime  deelaring  the  act  void  if  the 

!i  1)0  not  followed,**  whereait  if  the  rvading  in  that  "no  bill 

1  lieconiP  A  law"  unlcw  a  certain  procedure  is  foUowed  the  prc^ 

»n  if*  niiUHlator>'."     However  this  rule  is  not  genem*  '  -   fTiniia- 

clnuM^  liHvo  often  liecn  held  mandatory,  largel)  i*c  in* 

flucnce  of  th(»  attitude  taken  by  Cooley.     From  the  viewpoint  of 

'        '    question  is  not  of  prime  importanee  as  kmg 

•  late  an  act  other  than  by  aArmative  itmto. 

mcnts  on  the  join  tiil. 

Parol  Evidence  Inadmkuiiblb  to  OvBRrnaow  Journals 

The  courts  liavo  conMij<tently  refused  to  admit  parol  evidence 

•vcrthrow  the  favorable  presumption  towards  an  act,  the  joiunal 

to  only  evidence  competent  to  impeach  it.'*    The  integrity 

..  journal  cannot  be  assailed  for  fraud  or  deceit.  When  ap- 
ved  by  the  house  it  becomes  the  act  of  the  house  itself  and  to  in« 
1 0  into  its  veracity  would  be  to  invade  a  coordinate  department 

I  iMovided  that  the  nnwity  for  tbrae  rasdingi  on 
Wpooded  by  a  two-ihifds  Tota,  it  wi 

lamental  law  attached  greal  importaaee  to  the 
^..cotory,  MiOer  and  Oibmm  r,  SiaU,  S  Ohio  St  475. 

M  Mandatory,  Stai€  ▼.  GUfm,  18  Nev.  94;  State  ▼.  KtimmUtr,  45  Ohio  81. 
ai4;  Btarit  v.  Camwtimitmtr§,  130  IIL  823.    Diieetofy,  in  rv  RobmU,  5  Colo. 
aft:  Letwenworth  ▼.  Higgit^bttOiam,  17  Kan.  92  (oibanrin  the  pnMhg  dtan 
vve  the  veto  power);  8taU  v.  Mamm,  156  Mo.  486;   Ttk^mfA  €•  t 
nSTenn.  1. 

«  WatkinQUm  v.  Page,  4  Cal  388;  /a  ft  Booloe  Ukaio^  Co,  61  Old.  034; 

Y.  CorringUm,  29  Ohio  St.  103. 

»  PeofiU  V.  SuperwUar;  37  Baib.  (N.  Y.)  584;  Pmfk  v.  Bupmiwm%  <  Chm^ 

.8N.Y.317;  JllcCKarA  v.Sl«ryM,73  MaiBt388;  4tale  v.  Mearf*,  TIM  o.  366l 

»  Larkin  v.  Simmona,  155  AU.  273;  Cummimt  v.  GmIm,  109  a  W.  (Tte.) 


»  Am«M  V.  V.  P.  Rwy.  Co.,  64  Fod.  165;  Aole  v.  Brmlg.  148  Ak.  361;  P«»H*  ▼• 
nrayt  r.  WmiaKu,  137  N.  C.  387;  AuiiltrOmwni  v.  Bmmi,  61 
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of  government.    If  the  journal  contains  errors  the  house  it«elf  is  the 
only  tribunal  competent  to  correct  them.*' 

This  freedom  from  judicial  inquisition  is  granted  the  leKislat\m: 
M  a  right  inherent  in  an  independent  department  of  govern  inent. 
Where  the  constitution  has  imposed  restrictions  upon  it  as  to  the 
msUiods  by  which  it  shall  act,  it  claims  the  prerogative  of  apply- 
ing  theee  restrictions.  If,  during  the  passage  of  an  act,  the  consti- 
tution has  been  violated,  attention  is  called  to  the  breach  by  raising 
a  point  of  order  on  the  floor.  Thus  a  point  of  order  that  notice 
had  not  been  given  for  a  private  bill  as  ordered  by  the  constiliitinn 
is  fatal  if  sustained.^  Presiding  officers  refuse  to  rule  on  the  (■< 
stitutionality  of  a  measure  unless  a  point  of  order  is  involved,  it 
is  then  their  duty  to  do  so.**  The  Mis.souri  Constitution  (Section 
37,  Article  III)  empowers  five  members  of  either  house  to  protest 
that  the  constitution  has  been  violated  in  the  passage  of  a  !)ill, 
which  protest  is  to  be  noted  on  the  journal.  The  courts  hold,  there- 
fore, that  in  the  absence  of  such  protest  it  will  be  presumed  that  the 
legislature  was  not  remiss.**  But  as  the  same  courts  have  ruled 
that  to  nullify  an  act  the  journals  must  show  aflfirmatively  and  be- 
yond all  doubt  that  the  constitution  was  not  followed,  it  is  difficult 
to  see  how  a  parliamentary  objection  would  have  much  weight.^ 

The  Validity  of  Parliamentary  Rules 

The  constitutions  of  all  the  states  except  Georgia  empower  tli< 
legislatures  to  make  their  own  rules  of  procedure,  although  noth- 
ing is  clearer  than  that  this  prerogative  would  inhere  withon* 
ejLpteso  constitutional  grant.     From  this  it  follows  that  no  coi: 
will  review  any  infraction  of  the  legislative  rules,  and  if  the  hou> 
chooee  to  ignore  them  completely  the  validity  of  their  acts  is  in  i 

*  8laU  V.  Smith,  44  Ohio  St.  348.    Here  a  spurious  and  false  journal  acco 
pikhed  the  validity  of  an  act;  protests  and  affidavits  spread  on  the  journal  a 
later  date  were  of  no  efTect.    See  also  Taylor  v.  Beckham,  108  Ky.  278,  where  u 
WM  mwmnd  that  in  an  election  contest  following  the  murder  of  Goebel  the  joiimah 
wefnndukntty  made  out  pursuant  to  a  conspiracy.    SeefuTihetWiaev.Iiriggt, 
79Va.20e. 

*  Ptana.  Hoon  Journal,  1876,  p.  790  et  passim. 

«  ForaeompbtedieeiMBon  see  Maas.  Senate  Journal,  1869,  p.  341. 
•MdC^gmt^v.  Mason,  155  Mo.  486. 
▼.fViU,119Mo.593. 
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i^ay  afTecteii.^    A  bouM  may  adopt  any  proeodiiro  it  mm  fit,  and 

rfiHiiL'f  it  at  any  time  withooi  noUee,  but  it  eaonot  bind  ilMlf  by 

tiiiig  unobangeable  rulw.^    In  tbb  riipeel  joini 

•  binding  than  tbe  nilaa  oC  a  lingla  hovM,  tbair 

•J  rciitinK  upon  tba  diaeratioo  of  tbo  ItcUaturo.** 

The  coDHtitution  of  Minnotota  i*imtainf  a  rliim 

^lority  of  tbe  rolaa  of  tbo. two 

.  to  tbe  ruloi  of  oaob  bouw  and  to  tba 

joint  rulos.  are  to  be  proiontod  to  tbe  sovernor.    (Soelloo  21, 

eariy  caM  tbe  Supreme  Court  of  tbo  8tala  dia- 

iity  that  by  tbie  reengnitkm  tbe  rulea  were  do- 

lud  to  be  placed  on  the  same  footing  with  tbe  rulee  ineorporaled 

rthelees,  no  court  bM  oor  will  any  eoort 
loe  of  tbta  proviaton  beeauee  of  tbe  do^ 
Ai  that  no  act  can  be  impeached  except  by  affirmative  evidence 
I  on  the  journal/' 

The  Autiioritt  of  SrATuna  Rbqulating  Peocboumi 

Brief  reference  has  already  been  made  to  frequent  attempCa  to 

secure  a  more  refined  procedure  by  incorporating  certain  ruke  in  tbe 

statute  law,  the  thought  being  that  once  a  rule  has  received  tbe  ap- 

vernor  in  the  form  of  a  legisUtive  act,  its  ofaoenrance 

!  upon  the  whim  of  tbe  legisUture.    FoUowing  tbe 

'  of  such  laws,  the  question  arose  whether  or  not  a  binding 

V  r  than  a  mere  parliamentary  rule  bad  been  attained 

wliich  the  courts  were  bound  to  respect.    Tbe  geo- 

I  verdict  has  been  that  these  self-inflicted  rsstrainta  have  do 

'  '       than  a  rule  of  practice  of  a  single  bouse.    Tbui  a 

1^  that  ever>'  bill  shall  have  three  readinfi  on  sepa- 

:\B  merely  directory  and  its  suspension  by  less  than  a  two* 

.  although  forbidden  by  tbe  act,  did  not  invalidate  legia- 

n  on  a  bill.    Such  a  statute  receives  its  entire  foree  from 

ive  sanction  and  exists  only  at  legisUtive  pleasure.    It  is 

more  than  a  rule  of  procedure  adopted  by  tbe  legislature  to 


*^  McDonald  J.  Stale,  9d  Vik.  ¥n;  BNyi  v.  irOteM,  197  N.  C 187;  Wiee 
Biggtr,  79  Va.  360. 

•  FfMicA  V.  5(al«  SftMto,  146  CsL  001. 

•  RaavDoy  Co.  ▼.  (TiO,  M  Ark.  101. 

"Board  of  Supeni»onyr,Heemen,2UkuLZ35, 
«•  StaU  y.  UaiHnQ$.  24  Mina.  7S. 
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govern  its  own  proceedings.^*  Neither  can  one  legislature  bind 
laoUier  by  a  pn  '  i  mode  of  repealing  or  amending  statutes,  for 
no  form  can  be  .  ^'d  for  legislative  action  which  the  constitu- 

tion does  not  lay  down." 

The  position  of  the  courts  is  further  revealed  by  their  altitude 
towards  acts  which  have  Ixjcn  called  out  by  the  numerous  evils  at- 
tending special  and  local  legislation.  In  states  where  no  constitu 
tionnl  mandate  exists  it  has  l)een  common  to  provide  by  statute  that 
notice  of  intention  to  introduce  any  special  or  local  act  must  1k^  pul)- 
lished  in  approved  form.  The  universal  opinion  of  the  courts  has 
been  that  such  statutory  requirements  may  Ix^  disregarded  since 
they  can  exist  only  for  the  legislature's  guidance  and  convenience.^' 

The  practice  of  Congress  conforms  to  the  theory  prevailing  m 
the  .states.  A  rule  of  procedure  accordingly  is  not  controlled  !)y  any 
art  of  a  preceding  Congress,"  although  a  law  passed  by  the  tlvn 
existing  Congress  has  been  recognized  as  binding  in  such  matter 
It  need  hardly  Ix*  pointed  out,  however,  that,  when  the  question  of 
suspension  comes  up,  statutes  of  the  sort  under  discussion  have  -. 
validity  higher  than  a  simple  rule,  inasmuch  as  the  prestige  oi 
statute  is  greater  than  that  of  a  mere  rule  of  practice. 

In  an  effort  to  a.ssure  the  actual  presence  of  members  at  tiu- 
final  passage  of  a  bill  and  to  escape  the  ''short  roll  call,"  New  York 

«•  Sweitur  v.  TerrUory,  5  Okla.  297. 

••  Bnghtman  v.  Kemor,  22  Wis.  54. 

Tbe  Kefw  York  Commiasion  to  recommend  changes  in  methods  of  legislft- 
tioD  (appointed  by  the  Governor,  1895)  urged  that  certain  provisions  of  the 
Joint  rules  be  enacted  into  statutes  that  they  might  at  least  be  binding  on  each 
hoiMB  taken  separately.  (N.  Y.  Assembly  Documents  No.  20,  Session  of  1896.) 
Thia  is  an  incorrect  statement  of  law. 

•>  KamgotO/  v.  Ward,  123  Fed.  707  (affirmed  199  U.  S.  473,  although  this  point 
did  not  eome  up).  Derby  A  Turn-pike  Co.  v.  Parker,  10  Conn.  522;  Chaml^e  v, 
Davis,  115  Ga.  266;  Opinion  of  the  Justices,  63  N.  H.  625;  Sherman  v.  Bcnford. 
10  ILL  560. 

In  Chalfant  v.  Bdxoardg,  156  Pa.  St.  246,  the  court  spoke  with  disfavor  of  the 
opinion  that  one  legislature  might  disregard  at  pleasure  the  directionn  of  its  pre- 
deooMor  ooooeming  tbe  publication  of  notices  of  private  bills,  and  pointed  out  that 
altlKNidh  the  power  to  repeal  the  act  could  not  be  doubted  yet  it  had  not  been 
oaraaed,  and  the  dtixena  of  any  locality  had  the  right  to  rely  on  the  observance 
of  ita  proviaions.    The  case,  however,  was  decided  on  other  grounds. 

>  4  Hinda  8208, 3579, 3819. 

•6Hiiidf6767,6768. 


pa>H<l  nil  art  uiiirit  .lirocU  Ihe  pteiidiiif  oAectv  of 

certify  to  the  prt'M'iice  of  a  oonstiitttioiiAl  quonim 

j  eonittitutional  majority.**    No  hill  wat  to  bo 

•I)  •  it«  WM  to  bo  ooodiiiivo 

fail  law  haa  boon  doebiod  vokt 

Jouriialii  8liow  a  coniititutional  quonim  prnaont  oad  Iho 

an  nnd  a  dafoHhro  eoftiSoolo 

b(-  Hero  acoin  tbo  la|[WoUvo  la 

'  fori  •!«  Men  the  right  to  hind  itaelf  in  mattoni  of  fonii  oad  Ibo  oo»- 

\<i  be  that  the  suoceoi  of  moororM  gyeb  aa  «o  ho¥a  boon 

_  inuat  be  judfced  by  their  moral  offaet  oprm  t>M»  ti»ffi«lMiiff»*a 

I  ^nthirt  of  bumnen,  and  not  by  their  lefpU  for<  • 

Tht*  <>\|M>rience  of  those  states  which  try  to  koep  thotr 

.    Mplotr  illustrates  the  futility  of  attemfiU  to  eontfol 

I  prartirr,  :i.s  it  were  from  the  ouiiudc.     For  example  tbo  POIHioal 

lifornia  (Sec.  24^250)  requirea  thai  oaoh  bill  propoug 

II  to  the  general  laws  shall  be  eodillod  by  the  jodieiary 

committee  of  one  of  the  houses,  but  although  this  codtfieatiott  ia 
omitted  tlic  validity  of  such  acts  cannot  be  queationed.*' 

Leoiblative  Hmployh 

Attempts  to  regulate  by  statute  the  number  and  compooaatioo 

'      •- likcwiiMMnvolvod  the  power  of  the  sep- 

tr  own  afTaifM  in  their  own  way,  without 

I  being  aiiieiuible  to  any  other  department  of  govommpnt.    Tba 

•  ion  of  legislative  Hiiiecurea  haa  been  a 

iig  the  fuithful,  and  many  states,  profiting  by 

have  set  forth  l>y  statute  the  specific  number  of  employes  allowed 

each  liouse  and  their  eoni|M>iuiatioo.    Clearly,  however,  the  ob- 

M*rvunc*c  of  8uch  laws  rcHt^t  with  the  houaea  of  the  legislatvio  and 

T\f»  wi<lely  in  different  8tat4v.     It  can  lie  truthfully  said  that  tboy 

are  pa.Hse<l  largely  for  moral  effect.    In  Maasachuaetta  the  ptoviaiona 

••  Now  known  SB  Chap.  37, 1 40,  Uwm  oflOOB. 

•» /n  r«  StifikAey's  Brtata,  185  N.  Y.  107. 

"  f  iOfrft  V.  Suptrwimn  ti  Ckmmmn*  >  N.  Y.  817. 

»*  SUteoMmt  of  N.  W.  Thompson,  Prciidest  \toUmdi  tlwCblibfaia  Bnal^ 
>t  S«Mrion.  in  Legislalivv  Manual  for  Califonua,  1015.  Mr.  Thoa^Ma  al» 
<tHtathat  laws  of  this  aatura  are  cootrary  to  tho  provWoa  of  Ihs  ooa^uiiiaa 
>iflb  ompowan  saeb  house  to  determiae  tba  lubi  oT  its  ows 
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ol  the  fltatuies  aro  followed  scrupulously  in  the  employment  and 
payment  ol  legislative  helpers.^    Vermont  reports  that  consider- 
able wat  aooomplished  by  embodying  such  provisions  in  the  laws 
rather  than  leaving  them  to  the  independent  action  of  the  t\\< 
hoinea,  and  that  they  have  failed  of  observance  only  in  unimpor^  •;  - 
detaila.^    On  the  other  hand,  it  is  common  elsewhere  for  the  1 
Uture  to  disregard  such  regulations  on  the  ground  that  they  in 
fringe  upon  the  legislative  prerogative.*^    The  method  i)i>ovailin^; 
of  old  in  New  Jersey  was  for  each  house  to  employ  a  great  numl)cr  of 
unneoeMary  aide  and  to  take  the  chance  that  their  compensation 
would  be  provided  for  in  the  bill  which  passed  at  the  close  of  tb< 
•enion  to  meet  unexpected  expenses.     Since  the  passage  of  the  ar 
defining  the  number  and  compensation  of  employes  this  abuse  ha 
to  a  great  extent  disappeared,  although  the  scheme  has  not  been 
entirely  sucoeesful.*^ 

Indiana's  recent  experience  is  an  extreme  illustration  of  tb' 
situation.     By  an  act  of  1895  the  number  and  pay  of  the  legisla- 
ture employes  were  strictly  limited,  but  for  several  years  the  al- 
lowance for  employes  had  been  increasing  in  both  houses  contrar 
to  the  statute,  until  finally  in  the  session  of  1913  the  amount  st>' - 
for  help  exceeded  all  previous  records.**    Following  this  sc 

**  SUtoment  of  Mr.  Henry  D.  Coolidge,  Clerk  of  MafisachusettB  Senate. 

••  Mr.  John  M.  Avery,  Legislative  Reference  Librarian,  Vermont. 

••  Mki  Id*  M.  Anding,  Legislative  Reference  Librarian,  South  Dakota,  stat<« 

lliel  Wihifqiimt1fi|1iilatiirfnlifnrrirlinTr{[nr(lri1  fm  tbr  ribnir  in iin  fi(  t  k  ji.ii] 

tnipkqrcib  In  DKiiois  both  houses  have  violated  similar  provisions  (Mr.  1  i  . 
P.  B«D,  LfgMlifivc  Reference  Librarian).  Because  the  number  of  employes  at  the 
1918  MMOO  had  beeo  more  than  double  that  provided  by  statute,  the  Progressive 
flwDeoi  of  the  1915  House  tried  to  get  the  committee  on  contingent  expenses  on 
reeord  m  to  how  many  would  be  added  in  excess  of  the  statute  during  the  session 
upon  which  they  were  entering  (Illinois  House  Debates,  1915,  p.  149).  The  at- 
fenpi  iiiled  aiid  the  usual  conditions  prevailed.  In  New  York,  in  order  to  bring 
Um  law  mto  conformance  with  practice,  the  legislative  statute  was  amended  in 
1915  to  permit  either  house  to  increase  at  will  the  number  of  its  emi)Ioyes  (Laws 
of  1916,  c  483).  In  the  majority  of  states  excess  employes  are  paid  from  the  con- 
it  fund. 

•  Mr.  John  P.  Dullard,  New  Jersesr  State  Librarian. 

■  In  1913,  although  the  statute  allowed  forty-five  employes  in  House  and 
le  actual  number  was  approximately  one  hundred  and  fifty.  Between 
1907  and  1918  the  sum  expeoded  for  "help"  in  the  Senate  increased  from  $36,66S 
to  891,672.  The  aUowanee  for  doorkeepers  increased  more  than  seven  thousand 
and  the  added  empk^es  performed  only  nominal  duties  («Se«  Senate 


Prottdtire  in  Ssiiii^  f  ^doiw^t  17 


<ii  iHiiu  bouMt  w«ro  iadielMl  aoa  iriad 

K  ^ui  fraudnloni  wwf»Bl»  to  pay  omi 

iiry  to  law.    The  qiMftioa  eoMidwod  hy  U» 

•  nmte  and  Houm  Mting  Mptnli^  had  Um 

tt  in  oxoQM  oC  the  numlifliB  MMsad  in  tha  acf.** 

<  court  did  not  aooept  the  eoniention  that  the  art  of  1806  «aa 

'    t  wo  bouaot  until  ropMlad*    The  poww  of  aaeh  houn 

iier  of  emplcyyea  waa  not  eonfamd  by  tha  Qaaaral 

ly,  but  eame  in  the  nature  of  an  inherent  right  which  the 

noting  as  a  Uw-making  body  eaanol  curtail  or 

to  aet  was  never  binding. 

This  opinion  represents  fairly  well  the  usual  aUHttde  of 

toward  statutes  which  seek  to  eontrol  legisbtiire 

a  to  determine  the  number  and  aUowaaee  of  employes  is  a 

aive,  similar  to  the  power  of  judging  of  the  qnslificiatkins  of 

r  of  punishing  for  eontempt,  and  is  indkpeneable,** 

ord  with  this  doetrine,  a  joint  eonnitlse  of  the  Moo» 

tana  Legislature  appointed  to  make  provision  for  the  payment  of 

employes  recently  reported  that  the  section  of  the  eonelholieaP 

which  requires  the  legislature  to  provide  by  law  the  number  and 

compensation  of  employee  is  fulfilled  if  the  legiaUOure  leaves  by  law 

^le  right  to  designate  the  number  of 


In  opposition  to  the  above,  is  the  view  that'the  right  to  employ 

nd  assistants  at  ynW  is  not  inherent,  but  can  be  restricted 

The  legislature,  although  the  law-nuiking  power,  is  itself 

nd  controled  by  law.    Therefore,  if  employes  are  do- 

iition  to  those  specified  by  statutes,  the  law  must  be  so 


1913).    As  WM  pointed  out  St  the  tlat^ 
f  the  floon  to  swMp  or  la  the  BOBbv  of 

afod  to  funotioo  with  A  nuUorial  rsdaecioa  ia  tke  1 


e  trial  judfi^  mdwtd  ia  the  Ifavioa 


I'JU. 


cuff  r.  Perwiw.  00  lova  065;  in  Codk  ▼.  A 
spedftesny  nfund  to  take  the  poiHka  thai 
>  by  rwihitkNi  end  peopwly 


Mm        i  Kmnud.  1015,  p.  e&. 
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frmmed  or  amended  as  to  authorize  their  employment."^    Sudi 
a  law,  it  18  urfcedy  is  binding  on  the  houses  to  the  same  extent  as  on  a 
private  individual,  and  can  be  repealed  or  disregarded  only  by  the 
eoDOunvnt  action  of  the  two  houses  and  the  approval  of  the  g()\ 
ernor.**    Contrary  to  the  action  of  Montana,  the  legislature  di 
Colorado  fulfilled  the  constitutional  requirement  that  no  payments 
should  be  made  to  employes  except  those  appointed  in  pursuaii' 
to  law,  by  specifying  by  statute  the  number  and  rate  of  comiwnsji- 
tion.    The  Supreme  ('ourt  has  held  that,  in  view  of  this,  the  houses 
cannot  by  separate  resolution  fix  the  compensation  of  employes  at 
rate  higher  than  that  allowed  by  existing  law.     The  constitutional 
preteription  is  a  mandate  to  the  legislature  to  fix  it  by  law,  sinc(?  it  is 
a  provision  essential  to  the  protection  of  public  rights,  and  whi 
•uch  a  law  has  been  enacted  the  legislature  cannot  ignore  it.®* 

The  number  of  times  the  question  of  the  right  of  the  legislatu 
to  employ  clerks  and  assistants  has  been  considered  by  the  coui 
is  small,  and  it  is  not  possible  to  cite  precedent  that  is  conclusivu, 
yet  the  view  that  the  legislature  in  this  connection  is  at  all  times  a 
law  unto  itself  is  more  in  keeping  with  the  decisions  of  the  cour 
concerning  statutes  seeking  to  control  other  phases  of  legislative 
procedure.     Granted  that  the  legislature  has  the  right  under  the 
constitution  to  employ  assistance  that  it  may  discharge  its  business 
mort  expeditiously,  it  is  difficult  to  see  how  it  can  be  restricted  by 
aelf-impoeed  law.     Any  other  view  extends  the  control  of  the  execu- 
tive, whose  approval  would  be  necessary  to  a  removal  of  the  i 
firiction,  beyond  mere  approval  or  disapproval  of  the  legislative 
product  to  a  share  in  the  internal  management  of  the  business  of  the 
houses,  a  result  certainly  never  anticipated  by  the  framers  of  our 
state  constitutions.^^^ 

•^SlaU  V.  WaUieha,  14  Neb.  439.  Yet  the  Legislature  haa  not  felt  it^ti. 
bound,  and  in  a  number  of  caseB  has  exceeded  the  statute  limit.  (Statement  of 
Mr.  A.  E.  Sbddon,  Director  Nebraska  Legislative  Reference  Bureau.) 

^SlaU  V.  AtuUior-General,  61  Mo.  229.    See  also  Walker  v.  Coulter,  113  K 
814,  allhoush  here  the  constitution  strictly  specifies  the  number  of  employes  and 
Um  poini  under  discuMion  was  not  necessary  to  the  decision. 

••  Pmpk  V.  Spruance,  8  Colo.  307. 

*•  Tlie  logiBlaUire's  independence  in  matters  relating  to  employes  is  somewhai 
rniikled  by  oouiitutional  prohibitions  upon  increases  of  compensation  after  the 
nnriea  k  rendered.  See  Rdnwson  v.  Dunn,'77  Cal.  473;  State  v.  Williams,  34 
Obio  8t.  218;  StaU  v.  CfuUam,  21  Wash.  437. 

ReeentJIj  the  Illinois  Supreme  Court  refused  to  allow  an  appropriation  f 


Inthflii  :  oftMiug  Uw  foUowiag  fwnriliiitioiii  umj  \m 

ie.    if  till  .<^.       .itj  ha*  the  powor  to  Art  itiider  Um  eonHitH" 

(tho  power  may  he  inhvn*nt  in  ibe  very  mitufv  ol  Uw  Ifublitim 

seiiaeti  full  compelenca  to  deetdo  wbai  iMiboda  af 

1  employ.    Tba  aouHa  will  ravtew  the  lighi  to  awr- 

tho  power  but  will  loavo   iha  ap|>lication   of  eooaUtutioiial 

onci*rniiiK  proccdurr  in  tho  haoda  oC  iha  lagitlatiiw 

If  the  Icgiitlativc   iMxIiog  aro  deiarminad  to  avada 

k»  placed  in  tho  fundamental  Uw,  the  evaiiion  must  appear 

If  legialaturee  are  remtM  in  iotarprai- 

^  the  remedy  "whieh  the  eonatiiittifMi 

idcH  by  tho  opportunity  for  frequent  renewalu  of  the  leipalative 

-  far  more  efliraciou.H  than  any  whirh  can  be  afforded  by  ibe 

In  i\w  last  analyHiH  we  iniixt  l<H>k  to  the  lefialaittre  ilaalf  to 

living  content  to  any  rulcH,  conntitutional  or  otherwiw.    Thia 

•  *nal  requiremente  eooeeriH 

!  y  they  are  reapeeted  to  the 

•  r  even  if  the  spirit  lie  not  always  fulfille<l,  and  where  the  inten- 

(if  the  franiefH  is  not  accompliahed  there  is  ordimuily  a  food 

tical  reason  for  the  failure  to  do  ao. 

hone  fMi  61  inemberB  or  for  the  nukiaD  of  membem.    It 
■lam  were  ineidntal  to  the  dieehviB  of  the  legUature'i 
.«M({,270Ilia(>lande26.)    NemthdcH  it  may  be  sraued  vith 
.'lephone  ii  as  nece— iry  at  are  pafCi  and  ttcoofraplMn. 


CHAPTER  II 
THE  ORGANIZATION  OF  THE  HOUSES 

The  first  step  in  the  organization  of  a  new  legislature^  is  of 
neoesBity  the  preparation  of  a  temporary  roll.  If  the  cert ifi cat (;s  of 
the  members-elect  are  all  regular  and  uncontested  this  is  a  mere 
clericiU  duty.  Hut  if  the  majority  of  one  party  is  small  and  (loul)t- 
ful,  and  conflicting  election  certificates  have  been  presented,  the 
power  to  draw  up  the  roll  is  open  to  abuse,  since  it  is  highly  desirable 
to  either  party  to  construct  an  organization  which  will  favor  its 
interests  in  the  contests  which  are  to  follow. 

The  Make-up  of  the  Roll 

Contrary  to  the  practice  of  Congress,  the  legislatures  of  many 
states  have  taken  the  make-up  of  the  roll  out  of  the  hands  of  the 
clerk  of  the  preceding  session  and  placed  the  duty  upon  the  secre- 
tar>'  of  state,  who  certifies  to  the  correctness  of  the  list  of  names 
which  he  presents.  He  is  presumed  to  be  a  more  responsible  officer 
than  the  clerk  and  any  member  named  on  the  roll  is  entitled  to  his 
seat  until  action  is  taken  unseating  him.^ 

In  other  states  the  temporary  clerk  calls  the  roll  of  counties 
and  members-elect  present  their  certificates  as  their  districts  are 
called.'  Or  the  duty  may  be  left  with  the  clerk  of  the  last  session, 
with  the  specification  that  only  members  holding  proper  election 
oertificates  shall  be  placed  on  the  roll.*  In  Colorado  and  Nebm 
permanent  organization  is  delayed  until  the  report  of  a  commit: 
on  credentiab^  but  this  does  not  destroy  the  advantage  gained  by 
the  possession  of  a  majority  on  the  temporary  roll  or  the  importance 

*  Clerk'i  Manual,  New  York  ABsembly  (1916),  p.  509,  and  Assembly  Journal, 
1914,  p.90§lmq.  Ako  Legislative  Decision  No.  25,  Michigan  Manual  (1915),  p. 
•16.  Memben  are,  with  few  exceptions,  sworn  according  to  this  temporary  roll. 
8m  Jouraak  of  any  state. 

'  Ftzed  by  statute  in  California,  Indiana,  Minnesota,  Montana,  Ohio  and 
Texas. 

'  Fixed  by  statute  in  Arizona,  Iowa,  Maryland,  Nebraska  and  North  Dakota 

« Colorado,  AnnoUted  Statutes  12897;  Nebraska,  Revised  Statutes  (1913) 
1 3742-3743,  and  the  Blue  Book  (1915),  p.  470. 
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clerk  tt  power  lo  uuUung  up  thb  mam.    Witb  Umm  i«o 

.  uons,  ponont  appMuins  on  ibo  roll  upon  whidi  llM  bo«i  k 

»3niied  taJce  the  oath  and  |>artidpato  in  iho  ponnaiMnt  Offaaiflk 

und  remaiii  memben  until  ramovvd  liy  IIm  hniMi     la  Hmr 

shire,  however,  no  name  is  to  be  ealared  for  any  dblikl  liroai 

conflicting  certlGcatos  of  eleetion  have  beeo  reioned.* 

1  he  method  of  making  up  the  roll  is  unially  immmHuiI  bgr 

itute/  In  Illinois,  however,  it  has  been  left  to  euiloa,  asdeoafo- 

<  >n  sometimes  results.    At  the  organisation  of  the  1016  mmkm  tW 

'•nt  of  the  Senate  of  that  sute  refiMd  to  adatt  Iba  voi 

led  by  the  Beoretary  of  state,  whieh  would  bavo  defifil  bis 

irty  of  control,  on  the  ground  that  no  statute  made  thb  tbe  ofl^ 

droll.   The  parties  were  evenly  matched,  and,  as  no  roll  eoidd  be 

^reod  upon,  permanent  organisation  was  delayed  for  more  tbaa 

\  weeks,  or  until  a  special  committee  had  eonpleied  a  reeoont  in 

tbo  doubtful  districts.* 

C0NTE8TBD  Elbctions 

One  of  the  first  questions  to  engage  tbe  attention  of  tbe  bousss 

...  the  diHpo.sition  of  contested  elections.    As  shown  in  tbe  cbaplar 

above,  this  right  is  exclusive  with  eaeb  bouse  and  perhaps  00  power 

IS  led  to  graver  abuses.    In  no  state  are  socb  eonisito  dealt  witb 

.a  a  8>'8tcmatic  way,  nor  have  party  orgsnitatioiis  hsatsted  to 

strengthen  their  position  by  high-handed  practices  in  UMeating 

moinlwrs.     Where  no  immediate  decision  b  necesiary  to  party 

»<ivantage  the  contest  may  drag  on  for  weeks.   In  1015  tbe  Assembly 

anuiittee  on  IMvileges  and  Elections  in  New  York  spent  in  two 

cction  cases  $9,075.98  for  hotel  eapepses  alooe.'    In  1914  a  coo- 

c^ted  election  before  the  same  body  was  not  decided  until  tbe  day 

of  adjournment,  and  the  duly  elected  representative  serred  bot 

>f  one  day.    Thus  two  men  drew  full  salaries  for  tbe 


1  I  much  as  control  by  the  legislature  of  tbe  eledioo  of  ila 
nuiiii  •  I-  is  no  longer  necessary  as  a  defenaa  afaiasl  aiaoiilivo 
pncruachment,  England  has  outgrown  the  conviction  tbal  tbe  powar 

•  PubBo  SUtutas,  ChAp.  4.  See.  6. 

•  lUinoie  Senate  Debalee  (1915),  pp.  4,  ft,  el  ptmm. 

'  Itemised  eeoouni approved  by  ibe speaker.  New  York  Timm^Mm^M,  Itlt. 
'  Ueport  of  the  atiseos'  Udmmi  risiswHtse  oa  1  nMeliris  for  1914,  p.  4. 
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of  dodnon  in  contested  cases  is  an  inviolable  parliamentary  privi* 
IcfCC,  and  ainoe  1868  such  cases  have  been  referred  to  the  courts.* 
But  the  American  courts  will  not  permit  our  legislatures  to  part 
frith  this  jurisdiction.     The  constitution  of  Pennsylvania  directs 
that  the  trial  of  contested  elections  of  members  of  the  Gene 
Anembly  shall  l)e  by  courts  of  law  *°  and  in  conformity  to  this  i 
legislature  desifniated  the  courts  and  the  manner  of  holding  trials. 
The  Supreme  Court  held,  however,  that  by  this  the  legislature  \^ 
not  deprived  of  the  jwwer,  granted  in  another  section  of  tlu;  (< 
ititution,  of  judging  of  the  election  of  its  own  members.    The  pui^ 
poee  of  the  constitution  and  the  statute  wjvs  merely  to  ])rovide  a 
method  of  procuring  and  presenting  to  the  respective  houses  e\i- 
denco  necessary  for  an  intelligent  decision.    Final  judgment  must 
reet  with  the  house." 

More  recently  in  two  important  cases  the  power  of  the  courts 
to  render  even  advisory  opinions  has  been  denied.  The  Corrupt 
Practices  Acts  of  Massachusetts  and  of  Montana  provided  H 
cases  of  contested  elections  of  members  of  the  legislature  should 
heard  by  the  courts  upon  the  presentation  of  proper  petitions. 
Til'  ■  '  was  to  return  the  findings  to  the  secretary  of  state  to  l)e 
tra  (1  to  the  house  for  which  the  contestant  was  a  candidate, 

and  decrees  were  to  be  entered  in  favor  of  the  one  shown  to  be  law- ! 
fully  elected.  But  in  reviewing  these  provisions  the  highest  courts 
of  both  states  held  that  if  it  was  their  purpose  to  give  final  juris- 
diction to  the  courts,  they  were  void  as  invading  an  exclusive  pr^ 
rogative  of  which  the  legislature  could  not  divest  itself.  Moreover, 
if  the  decree  of  the  court  was  to  be  advisory  merely,  a  non-judicial 
duty  was  imposed  on  the  courts.  They  were  made  nothing  other 
than  the  agent  of  the  legislature,  and  their  opinion  at  best  could  be 
only  tentative.  In  accordance  with  the  principle  of  the  separation 
of  the  powers  of  government  such  use  cannot  be  made  of  the  courts."  I 

•  8m  Parliamentary  Debates,  July  6,  1906,  where  a  danger  is  disclosed  in  the 
■Srttem.    A  strong  element  in  Conmions  wished  to  drive  a  justice  to  resign 
of  his  conduct  in  an  election  case.    The  Prime  Minister's  indictment  of  ; 
Um  old  method  prior  to  1868  could  be  applied  word  for  word  to  present  conditioni 
in  our  lUto  legbUtures. 
"Art.  Ill,  Sec.  17. 

«» In  re  Contested  Election  of  McNeill,  111  Pa.  St.  236. 
"  Dinan  v.  Swig,  112  N.  E.  91  (Mass.  1916);  5tote  v.  District  CouH,  50  Mont. 
134  (1914). 


sei*n  lliat  oiK*a|x  rtlmoii  faivtal 


•   lion  committMMi  l>,  i'lnglMi  oamplft  li 

Mblo  through  our  ujii(|ue  (JocthiN^  of  the  rvUtioo  oi  tkm  dr|Min- 

Mi>  of  Koverniuvtit. 

Sulk.  TICK  or  Euruorm 

The  Hcloctinn  of  IcKinlativo  employoi  is  Um  UiM 
.  ;..  tl...  Knwiiu^HK  of  orxajiixatioii.    While  the  m»di  oC  difi 
V  it  in  generally  admitted  that,  wtm  ih» 

of  Hicill  and  traininic,  fewvr  OMO  would  do  IIm 

The  fBoeral  report  from  tbe  aUlat  ia  tiMi 

rkM  antl  cMii:  ire  choaan  aoMy  on  pooadt  oC  poUtieai 

iicy.     Iniliauii  follows  the  happy  plan  oC  makioK  appoint^ 

or  half  the  flosaion,  employing  a  new  eorpi  for  the  laai  thirty 

The  following  indictment  by  the  Oovmor  ol  Idaho 

apply  quite  generally: 


There  hae  bMo  a  faooral  inflnan  ia  the 

■ffMuonM  out  of  proportion  to  the  incmae  ia ^. 

>«d  upon  the  pay  roUa  many  more  enployca  than  «w«  atrktlf  aaaHaay 
riinMction  of  their  legitimaie  haaineM.    Iltieh  highar  aalariaa  kava  hoa 
I)  would  hava  been  naoaHary  to  aaanra  aiariter  a«iiaia  by  aay  aafpan^ 
J  u»ju  or  mdividual.** 

•  ars  later  Governor  (^lark  of  Iowa  arminiHMl  thr  lrKi.'»laiun'  m 

<*vero  language.    Much  of  the  iiHUiry,  \iv  ttM«MTitMi,  whirh  wa* 

I  expended  for  legislative  "help"  was  "pure,  unadulterated  graft/' 

loxcn  doorkeepers  were  employe<i  where  none  was  needed  and 

rks  sat  around  the  chambers  in  luxurioua  ease.    The  syalain 

I  reprehensible  and  indefensible,  and  be  called  upon  the 

>.*«    In  the  Missouri  Houae  It  is  the  eiMtom  to 

y  menilx;r  to  name  one  derk.    Thus  the  nonber 

I  of  employes  bears  a  strict  ratio  to  the  siie  of  the  party  majority.** 

■    liana  it  1  »  estimated  that  one-third  of  the  employea 

io  the  w<- 

»  MeMge  to  the  Twelfth  U«Matafa  (1913). 

»•  Biennial  MoMge  of  the  Govanior  (Iowa),  1015. 

»  Kanflaa  City  Timet,  January  0,  1913.  At 
I  Bajonty  waa  the  largeit  in  hiatory  and  approiimaMy  130 

••Sutement  of  Legialativa  Raferanea  Bureau 
I  Nebraaka  Ufhlativa  Raferanea  Bunau»  1913. 
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WUconain  has  solved  the  problem  of  IcgLsIative  help  by  ado] 
ing  the  civil  service  principle  under  the  direction  of  the  chief  clerR 
and  the  sergeant-at-arms  of  each  house,  who  make  the  selections 
from  an  eligible  list  furnished  by  the  civil  service  commission  of  tin 
staie.*^    The  number  of  employes  has  likewise  been  reduced  to  the 
minimum  necessary  to  carry  on  the  work  with  maximum  efficiency." 

The  offioers  and  employes  may  be  chosen  by  the  house,  as 
done  in  Ohio  and  Pennsylvania,**  but  it  is  more  usual  for  the  house 
to  deet  only  the  more  important  officers  and  to  delegate  to  tbn 
speaker  or  the  clerk  or  the  sergeant-at-arms  the  selection  of  a  h(  • 
of  minor  officials."    When  the  power  of  appointment  to  desiralMc 
positions  with  nominal  duties  is  lodged  with  the  speaker  his  position 
of  leadership  is  strengthened.    In  Massachusetts  the  sergeant-nt- 
arms,  who  is  an  officer  of  both  houses  and  appoints  numerous  minor 
officials,  possesses  a  great  deal  of  patronage  and  is  a  powerful  man." 
Sometimes  the  selection  of  the  rank  and  file  of  employes  is  entrusted 
to  a  committee,  not  infrequently  referred  to  as  the  "plunder  con 
mittee"  whose  nominations  are  accepted  by  the  house." 

Where  the  personnel  of  members  changes  as  rapidly  as  in  the 
state  legblatures  the  securing  of  expert  help  is  of  prime  importance. 
An  experienced  clerk  and  a  skilled  assistant  may  be  instrumental  in 
bringing  system  and  order  into  an  otherwise  chaotic  body  of  in( 
perienoed  legislators.  To  this  end  permanency  of  tenure  and  a 
graduated  order  of  promotions  are  absolutely  essential.  Such  a 
simple  reform  would  result  speedily  in  an  improved  legislati 
product,  whereas  the  prevailing  situation  makes  one  or  two  over- 
worked individuals  responsible  for  the  legislative  routine  while  a 
great  number  of  other  employes  bask  in  idleness. 

It  may  be  noted  here  that  statutes  regulating  the  manner  of 
organisation  or  method  of  selection  of  employes  have  no  binding 
power,  should  the  house  choose  to  ignore  them;  and  the  point 
of  order,  that  the  house  is  proceeding  contrary  to  law,  will  not 

«'  WlMOMin  SUtutes,  Chap.  X,  Sec.  lllg,  and  Houae  Rule  9,  and  Senate 
Rule  03. 

**SUt«aient  from  LegiaUtive  Reference  Library. 

••  Of  eoune  the  nominees  are  selected  by  a  "slate  committee." 

••  For  enmpfe,  New  York  and  Maasachuaetta. 

» IVothingbam,  "A  Brief  Hiatory  of  the  Conatitution  and  Government  of 
MaMiefaiiaeiU/'  p.  97. 

■  For  example,  Indiana  H.  J.  1915,  p.  73;  Kanaas  and  Waahington  alao. 


Froeedun  in  SUii§ 
lUy  be  entertained.    For  thii  the  tMm  iMve 


jirvcetlont." 
I        It  U  usual  to  adopt  tbe  ruloa  of  the  bet  mmkm  wHh 

or  chantee  reported  by  the  rules  eommittee.    Until  the  mlea  ai« 

*    )  the  house  operates  under  feoeral  pariiameotary  bw.    On 

oiin«lii  a  motion  for  the  previous  questioa  was  aBtertalned 

riate  and  ii  the  only  inelaoee  oo  rseoid  of  sueh 

idered  by  that  body.** 

II  of  eaeh  house  eompleted  and  the  (aei  ssni  by 

1  house,  it  is  customary  to  appoint  a  }oiai  eon* 

1 1...  <rr>v'ornor  to  inform  him  thai  the 


12,340. 
»•  Clerk's  Manual,  1016,  p.  680. 


CHAFIKn    III 
INTRODUCTION  OF  BILLS 

It  is  generally  recognized  that  our  present  legislative  machinery 
not  designed  to  meet  the  heavy  !)urdens  placed  upon  it  in  the 
form  of  hundreds  of  measures  introduced  each  session.  Legislative 
channels  are  congested  by  countless  bills  of  individual  members, 
and  no  satisfactory  methods  have  been  devised  to  stem  the  torrent. 
Indeed  it  is  not  strange  that  a  procedure  developed  to  secure  delib- 
eration for  measures  introduced  by  the  tens  should  prove  inadequate 
when  measures  are  presented  by  the  thousands.  At  a  time  when 
legislation  is  increasing  rapidly  in  complexity  and  technical  detail 
there  exist  no  limits,  except  the  self-imposed  restrictions  of  individ- 
ual members,  to  the  number  of  bills  which  a  house  must  consid(    ' 

Early  Methods  of  Introduction 

The  right  of  a  member  to  demand  consideration  for  a  lopi.sla- 
tive  proposal  has  not  always  been  so  clear  as  at  present.  In  the 
eariy  days  of  our  state  legislatures,  following  the  practice  of  Parlia- 
ment, bills  could  be  introduced  only  by  motion  for  leave  or  by  order 
of  the  house,  and  in  either  case  action  by  a  committee  was  neces- 
sary.' A  member  seeking  to  introduce  a  bill  would,  after  one  day's 
notice,  state  to  the  house  its  general  nature  and  move  for  leave. 
Leave  being  granted,  a  committee,  of  which  the  proponent  was 
always  made  chairman,  was  appointed  to  prepare  and  bring  in  the 
bill.» 

*  See  Bulletin  of  Nebraska  Legislative  Reference  Bureau,  "  Legislative  Proce- 
in  the  Forty-eight  States,"  pp.  10-11,  for  a  table  of  number  of  bills  intro- 
duced escfa  MHion  from  190^1913.    Each  successive  session  shows  an  increase. 

*  Clark,  "AMcmbly  Manual  for  New  York"  (1816);  Sutherland,  "Legisla- 
thm  Manual  for  Pennsylvania"  (1830).  See  also  the  journals  of  New  York, 
Ptaaqrhrania,  Maasachuaetts  and  Virginia  for  about  the  year  1800.  For  a  com- 
plale  diMUMon  of  this  method  see  Debates  of  Congress,  1  Sess.,  20  Cong.,  823-827. 

*  Eaiiier  practice  in  Pennsylvania  had  allowed  a  member  to  introduce  a  bill 
^  P^o*-    The  rule  was,  "Any  member  may  read  a  bill  in  his  place,  and  by  per- 

oC  the  house  present  it  to  the  chair;  it  shall  then  be  proceeded  upon  as  if 
by  a  committee."    (Rule  14,  Pa.  H.  J.  1805,  p.  28.)    Yet  the  right  was 

126) 


Closely  reUt«d  to  the  above  meiiiod  waa  Um  oitlar  of  iaquify, 

<*h  waa  simply  ao  order  to  a  commiilee  lo  coMidv  IIm  eip»» 

TV  of  leginlating  along  a  eertaio  lioo.*    It  wm  po<lM  oa  A 

(1  lack  of  knowledfe  and  waa  an  invwllcalion  aUrttfd  by 

^lature  to  iiecure  informaikMi  whieb  ooiild  noi  oUMrwfat  \m 

1.*    At  one  time  generally  employedt*  Uili  form  nrrbnd  is 

liuaettii  alone,  where  it  waa  not  abolaahed  until  1M3.'    By 

"  '*  ^ '^fl  become  the  normal  way  ai  introductng 

!i,  but  having  loHt  all  traoea  of  ita  ortginni 

tiiiilieivonie  method  of  initiating  legialalioo. 

;n<  !•     haixeii  with  preparing  mcaaurm  when,  beeaiaaa 

'     -     •  in  the  nuniUr  pnan'ntcij,  their  normal  functiott 

tu  hift  t  .  and  great  delay  reaulted. 

^  7H*titi.M.  .....  11  formed  the  basin  of  a  hill  in  the  eamrr  ciaya. 

t  he  chief  work  of  standing  comniitteea  waa  the 

lonH.     Originally,  a  committee  reporting  favorably 

M  1  that  a  select  committee  be  appointed  to  bring  in  a  bill 

1^  the  linc«  of  the  petition.    Heferenoe  of  a  petition,  bowovnr, 

iMiun  came  to  confer  authority  to  introduce  a  bill  formally,  although 

*^    rctofore  the  committee  in  poeaeaaion  of  the  petition  had  noi  been 

t/>  report  by  bill  unless  empowered  to  do  ao  by  a  speetal  rBaoln- 

I  ntroduction  by  petition  is  still  common  in  aoma  New  Eng> 


t>y  requiring  leave  to  be  obtained.   An  aiaminatloa  of  the 

t>ut  fpw  were  introduced  in  thif  nannw  aad  tluU  ptaetJiaBy  al  Mib 

I  eommittee  purtuant  to  Qfdar.  So  etfoic  was  the  f«BBg  tiMl 

•  i  flhoukl  fint  be  mbjeetod  to  review  that  latar  tiM 

in  place  was  withdrswn,  aad  the  eoloaial  praaliea  of  i 

\mtii  ^'tir  "^restored. 

I        *  In  •  tnoat  common  form"  for 

.r  CoogrcM.  2  Soi..  19  Oo^u  OoL  77«:  aad 
rMiatcs  of  Ooorvi,  9  BaiB^  M  Ooag^  OoL 
) 
tnittee,  MsmsfihiisUta  Hi 


i.^winturcs  of  the  firvt  qoarter  of  the 
l^nasylvmaia. 

>\,  p.  155.   Today  aa  onW  of  inquiry 
the  intrtiductkMi  of  a  hUl.    (RnHagaflha 
ii. 
1  i.  MaMflhomis  or  VMaia  abaol  !«&    Na 
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Und  states  and  is  required  in  Massachusetts  for  all  private  bills. 
The  petition,  however,  must  be  accompanied  by  a  draft  of  the  bill, 
And  although  it  is  in  itself  a  mere  survival,  only  a  fraction  of  even 
Um  gsneral  measures  in  Massachusetts  are  introduced  without  it.* 
The  point  of  order  that  a  bill  is  broader  in  its  scope  than  the  peti- 
tion will  be  entertained.^^ 

The  cumbersome  method  of  appointing  a  committee  to  prepare 
and  bring  in  a  bill  gave  place,  as  the  pressure  of  business  increased, 
to  introduction  of  the  complete  measure  from  the  floor,  upon  leave, 
and  after  one  day's  notice."  At  first  debate  might  occur  upon  the 
motion  for  leave  but  it  soon  became  common  to  grant  leave  to  all 
by  unanimous  consent.  Thereupon  introduction  at  will  without  tlio 
formality  of  securing  leave  came  to  be  permitted. •^ 

From  this  brief  historical  survey  it  is  clear  that  originally  the 
privilege  of  a  member  to  introduce  measures  for  consideration  was 
not  the  unregulated  right  which  it  is  today.  The  prevailing  doc- 
trine was  that  the  consent  of  the  house,  or  at  least  of  a  committee 
thereof,  must  be  gained  before  a  bill  could  be  admitted  for  considera- 
tion, and  in  granting  assent  real  dehberation  was  involved.^*    The 

Uin  standing  committees  for  the  session,  and  later  it  was  extended  to  all  by  ai 
l^bnket  resolution.    Afterwards  it  was  incorporated  in  the  rules. 

*  Msssschusetts  Senate  Rule  22,  House  Rule  29. 

>*  Notes  on  Rulings,  Massachusetts  Manual  1916,  p.  634.  The  method 
psnnits  measures  to  be  proposed  without  a  member  being  recognized  as  sponsor, 
for  although  some  member  must  endorse  each  one,  he  is  not  thereby  made  advo- 
oate  for  it.  (Frothingham,  "Brief  History  of  the  Constitution  and  Government • 
of  Msssscfausetts,"  p.  93.)  i 

"  As  early  as  1808  introduction  by  members  from  the  floor  was  permitted  in 
the  New  York  Senate.  When  first  recognized  by  the  rules  the  method  was  em- 
ployed but  little,  the  great  bulk  of  proposed  measures  coming  in  by  petition.       j 

« In  1843  in  Pennsylvania;  House  Resolution  No.  31.    In  1868  the  New  Yoik  ( 
Asssmbly  adopted  the  order  of  introduction  of  bills  on  call  of  counties  (A.  J.,  j 
p.  9i).    Several  states  still  adhere  to  introduction  by  leave  in  which  case  or* 
nMoiber  can  oompd  a  motion  to  grant  leave. 

»  Tlie  question  was  fully  discussed  in  Congress  in  1827  when  a  prop 
up  to  ameod  the  rules  to  make  it  clear  that  no  bill  should  be  introduce  . 
upoD  the  rsport  of  a  oommittee,  the  old  rule  being  so  worded  as  to  lead  home  U> 
fear  thai  bills  might  be  brought  in  without  committee  action  thereon.  The 
rsasoo  given  why  the  House  usually  admitted  notice  of  intention  to  introduce  a 
wU  WIS  thai  the  judgment  of  the  conunittee  which  would  rejjort  on  its  exj^ediency 
would  be  aeoeptMl  since  the  oommittee  exercised  a  discretion  in  the  matter.  In 
the  eoufse  of  the  debate  Mr.  Archer  said:  "But  if  a  member  of  the  House  ma- 


Froudure  in  StaU  (  c^tiaimti  29 

>g  forces  of  the  houM  were  ihue  applied  befotv  lifiibtiTe  pro- 

!     iflsumed  the  dignity  of  balk.    BUk  wwn  iBtffttJWffd  •■  Ibo 

>f  eommittoe  deliberation  and,  wHh  IIm  fttptftm  oC  eo»> 

ration  in  the  comniittae  oC  the  whole,  www  not  uataaUy  tHit 

ai;:iin  to  a  committee. 

I'M     oNAL    HBaPONSIUILITT    Of    MlfUfgWa    fOB 

Mbasui 


In  our  legiahituree,  where  nothing  like  a 

l>een  developed,  action  mutt  be  inaugurated  by  Um  pHvale 

the  exception  of  appropriation  bilk,  intiaamiii  are 

i  by  committee  action.    Mcmbeni  are  profoHilaDy 

loBB  al)out  exercising  their  right.    They  are  not  inpfwnd  wItJi 

value  of  the  legialature's  Ume  nor  are  they  eomdoua  that,  by 

r  failure  to  select  carefully  what  meaauree  they  wiD  propoee, 

render  deliberation  upon  them  a  mockery.   A  reeeot  infintigii 

vut.i  rirri*  1  on  among  the  mcml)eri  of  the  Nebraaka 

'*.'.;  that  only  40  per  cent  of  the  bilk  introdueed  wore  the 

orabers'  own  initiative  or  study  of  the  tubjeet.    Biirty  per 

jOQiit  were  introduced  at  the  request  of  individuak  or  iocieciei.'* 

P.  riniffing  the  words  "by  request/'  to  be  endomd  itpoo  a 

>ne  in  many  states,  favors  the  introduction  of  trivial 

i:  the  proponent  of  responsibility.   Tbo  praelke 

..  ....^.,c  in  Missouri,  where  in  1915, 15  per  cent  of  the 

were  "by  request."    Very  rarely  in  any  alato  do  aueh 

ome  law.    Generally  the^*  are  never  reported  favormbly 

....... itee.    In  Pennsylvania  such  an  endomment  means  tks 

h  warrant  of  a  bill,  as  members  argue  that  there  muat  be  somo- 
X  wrong  if  the  sponsor  is  unwilling  to  identify  himself  with  it.* 

uo  lcav«,  bring  in  any  bill  which  tuiu  his  psrtiwilar  viswi,  sad  that  MB  ■■■!  of 
atecMty  psas  immediately  to  iU  firrt  and  steood  nadiag,  aB  noad  k^dMka 
voiild  be  at  an  end."  (Debates  of  Conpw  1  Bes.,  30  Gottg.,  Cot  BB  lo  ST.) 
Quoted  by  Chester  Lkyd  Jones,  Ploe.  A.  P.  8.  A.;  191S-14;  p,  191. 

>«  BuUetin  of  the  Nebradca  LcgUaUve  Raf< 

in  tbe  Forty-eight  Sutea,"  p.  0. 

**  BUtement  of  Mr.  Soott,  Chairman  of  Committee  on 

^,  1913.    lllinoie  and  KanMS  are  Dotahle  offewkn.    The  Okob  Vatan' 

>ie  strongly  urgea  prohibitko  of  the  piaolka.   (Sm  Pnllstin  of  Diniliw  a^ 

)    ThenileintheWashii«loB8enalokthatsoflhhflbareaollobopfialad 

V*  by 
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The  rule  that  no  meml>er  shall  introduce  a  bill  which  h( 
unwilling  to  defend  and  support  personally  on  the  floor,  although 
difficult  of  qnforceinent,  is  a  good  one  and  should  be  followed  con 
Mientioualy.**    Nevertheless  bills  are  often  dropped  in  "sight 
teen."    For  example,  a  representative  lately  confessed  thai  lie  dul 
not  reineml»er  who  had  handed  him  a  bill  of  far-reaching  etTcct 
which  he  had  introduced,  except  that  he  believed  that  it  had  been 


woman 


IT 


ICithcr  carelessly  or  through  a  desire  to  be  identified  with 
popular  legislation,  meml)er8  introduce  many  duplicate  measures. 
In  the  1913  session  of  the  Michigan  Lt^gislature,  nine  "blue  sky" 
laws  were  introduced.'*  The  same  year  112  bills  were  introdiKcj! 
in  duplicate  in  the  Nebraska  Legislature,  and  some  even  in  triplic 
one  l)eing  introduced  twice  by  the  same  senator  and  once  by  u 
member  of  the  House.'*  Naturally  if  there  is  a  healthy  representa- 
tion of  two  parties,  both  will  strive  to  introduce  bills  on  important 
subjects;  but  attempt^s  to  facilitate  passage  by  introducing  identi 
measures  in  both  houses  are  more  common  and  less  easy  to  defci  _. 
Legislative  reference  bureaus  have  rendered  important  service  in 
urging  meml)ers  to  combine  measures  and  in  calling  attention  to 
duplicate  bills.*®  The  rules  of  California  permit  the  committee  on 
engrossment  to  substitute  a  bill  of  the  other  house  identical  with 
one  on  their  own  calendar,*^  and  in  Oregon  a  committee  exists  to 
pass  on  all  bills  before  printing  and  thus  avoid  dnplifat ion."    For 

>•  This  is  Nebraska  House  Rule  34. 
"  Indianapolis  Star,  March  2,  1915. 

The  following  colloquy  over  a  bill  up  for  final  passage  took  place  at  a  rcfrit 
■OMon  of  the  Illinois  Senate. 

Mr.  Dailey:     "WTiat  is  the  purpose  of  the  bill?" 
Mr.  Meeker:    "I  don't  know;  the  bill  wa.s  handed  to  me." 
Mr.  Dailey:     ".You  are  merely  the  foster-father?" 
Mr,  Meeker:     "Yes,  I  am  the  medium  through  which  the  bill  was  intro- 
duced.' 
It  may  \jc  added  that  the  bill  received  a  majority  of  the  votes  of  those  present 
but  fatknl  to  receive  the  institutional  number  and  thus  failed.    (Senate  Debatfs 
for  1915,  p.  11.30.) 

••  Reply  to  <iuoHtionnaire  of  Nebraska  I^egislative  Reference  Bureau. 
'*  Statement  from  the  Nebraska  Lejpslative  Reference  Bureau. 
••The  South  Dakota  Legislative  Reference  Library  reports  particular  f 
eev  along  this  line. 

•  AiMOibly  Rule  9;  Senate  Rule  3.    * 

•  8UU«tDent  in  reply  to  Nebraska  Questionnaire,  1913. 


Froetdurt  in  StaU  Ugi^iws  SI 

'  purpose  the  printing  cotiimittMS  o(  Um  Wai 
M'M'A  fo  lean  all  hillH." 

M  iiw.Nn   UPON   TUK    FrKB    ImTIUiUI  it1o?«    uf   MSAJli' 

..I-  increaHing  nuinU*r  of  hilbi  pitwnted  htm  M  to 
o  the  feaMihility  of  ciital»lii«liiii|c  roiim*  form  of  eciwonJlIp 
<ti.    But  nn  hrouKht  out  l»y  tho  VimmAfmMB 

IfRwUtivo  proc<*<luro,  the  duty  oC  tKo 

ily  l>o  more  than  clerical.    ( *oiiMr|iieiitly  K  eould  not  be 

I  to  anyone  outiticlc  the  loKUtlaturo.  altliouKh  it  m  uolikdy 

;;roup  of  meml>cni  could  cxorciiw  any  matariAl  power  of 

I  without  incurring  the  dislike  of  their  eoUetgUii  and  bo- 

tho  victims  of  |)olitteal  •cheming.**    A  propoMl,  raeom- 

i'v  a  joint  comuiittee  of  the  MaaMchueeiU  LegWaUm  ia 

!    iL;iicd  to  sift  meaaures  by  limiting  the  oumboroiMi 

■|kt  introduce,  did  not  meet  with  the  favor  oC  the  two 

^Hnuch  as  they  were  unwilling  to  restrict  their  preeeot 

^Kl    Any  innovation  with  thin  purpono  in  view  it  apt  lo  run 

^Kter  to  the  accepted  U'liof  that  the  channel  should  at  all 

^Bept  open  in  order  that  the  overtures  of  the  most  h<ittil.1<>  Hi 

^K  cattily  attain  legislative  consideration. 

^^  There  are  numerous  provisions  of  one  kind  or  another  limtting 

i^<>  time  in  which  bills  may  be  introduced,  but  their  purpose  is 

XT  to  protect  against  hasty  legislation  than  to  restrict  the  quaii- 

!  two  states,  however,  rules  have  been  adopted  designed  to 

the  number  which  each  member  may  propose.    Introdu^ 

ills  in  the  Georgia  House  is  in  order  but  three  days  a  weok« 

a  inem))er  can  present  but  one  hill  of  a  fsaoral  nature  each 

■*    In  lUinois  a  member  may  introduce  three  biUs  a  day  during 

t  three  weeks;  thereafter  on  Tuesdays  only.**     But  tho 

of  these  provisions  is  greatly  weakened  by  the  custom  of 

ing  unanimous  consent  to  introduce  bills  at  any  tinu».** 

lUd. 

;K)rt  of  the  MasMchuwtts  Coaunittse  to  Rarte  Um  VLvim,  191&,  p.  M. 
I  uL,  p.  28. 
"*  Houm  Rule  40. 
''  llouM  Rule  IR. 

•  Mr   K.  D.  Shurtlcff,  nrnnXm  of  the  Roloi  Comnitlcs  of  Ifcnii  Hows» 
»utf«  that  he  has  never  known  Mch  eooMit  to  be  rafiaed. 

FrxMu  Califoniia  eomet  the  laisit  aoveUy  ta  iht  foroi  of  a 
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,     Present-Day  Methods  of  Introduction 

The  procedure  followed  in  introducing  a  bill  varies  somewhat 
in  the  different  states.    In  a  few  the  rules  require  that  the  old  for- 
mality of  asking  for  leave  be  carried  out.*'    In  others  introducti 
by  roll  call  of  counties  is  still  observed.*®   Under  the  latter  proce(  1 
a  member  rises  as  his  county  is  called  and  notifies  the  speaker  that 
ha  has  a  bill  to  introduce.    A  page  then  hurries  a  copy  to  the  cl    ' 
who  reads  the  title  to  the  house.'^    In  Illinois  hills  are  introdu' 
upon  a  roll  call  of  members.**    The  more  general  practice  permits 
members  to  secure  recognition  from  the  presiding  officer  when  > ' 
house  is  under  the  proper  order  of  business,  and  to  send  the  bill 
the  clerk  who  reads  the  title.    This  constitutes  the  first  reading.    1 1 
however,  the  constitution  requires  three  readings  in  full,  a  pretense 
of  reading  the  text  is  made. 

To  escape  the  useless  waste  of  time  involved  in  the  above 
procedure,  several  states,  after  the  example  of  Congress,  provide  a 
box  in  which  bills  are  deposited,"  or  have  required  that  they  be  f^' "' 


it  offered  in  a  resolution  to  the  Aflsembly.  Bills  are  to  be  present* 
the  Supreme  Court  before  the  legislature  convenes,  which  shall  render  an  adM 
opinioD  M  to  their  merits.  The  number  which  members  may  initiate  aftn 
wtmkm  opens  is  greatly  restricted.  (Assembly  Constitutional  Amendment, 
57,  Feb.  3, 1913.) 

The  effect  of  California's  first  "split  session"  was  an  increase  of  over  onf 
thoiMind  bilk  presented.    The  first  thirty  days  were  largely  devoted  to  intr( 
tioo  of  measures.    (Statement  from  State  Library  to  Nebraska  Questionn 
1913.)    But  in  1915  the  number  swung  back  to  normal.    (Key  to  Chaptered  1 
for  1915.) 

""True  of  Connecticut,  Delaware,  Iowa,  Louisiana,  Nebraska,  and  Nen 
Jensy  Senate. 

"  Georgia,  Indiana,  Kentucky  and  Ohio. 

■  Hughes, /'Guide  to  Parliamentary  Practice  in  Ohio"  (1913).  This  foliowi 
»•  early  practice  of  Congress  when  motions  for  leave  or  resolutions  of  inquir) 
were  btroduced  upon  a  call  of  the  states.  Debates  of  Congress,  2  Sess.,  24  Cong,  i 
CoL  1341.  I 

■  House  Rule  18,  and  "Law  Making  in  Illinois,"  pamphlet  issued  by  Illinoii^ 
LasUattTe  Reference  Bureau. 

"  Maine,  New  Hampshire  House,  New  York,  North  Carolina  Senate 
1914  New  York  adopted  the  requirement  that  before  a  bill  is  placed  in  the  1) 
**'*^  ^  stamped  by  the  clerk  to  show  that  it  was  presented  personally  by  a  n 
ber.    This  was  to  prevent  bills  from  being  dropped  in  by  other  persons,  cbiefl} 


Froeedure  in  SiaU 


^ 


I  oh  and  with  the  speaker  or  elerk.**    That  hOlf  raeafw  their 

;  !  mi<lin(^  Hrxi  rt^ferenee  to  eommiitee  one  day  alUr  they  haw 

M  pri>siMit<Mi  to  the  house,  the  speaker  betng  dven  time  to 

ippropriato  coromittaes.*   Otherwise  Us  wlsfeiiee  Is  the 

1  L  -M  tp  jiid^riiHMit.    The  readinx  of  titles  on  intiDdoelloD  and  oral 

^  •II. 0  by  the  presiding  officer,  oonsumes  preeioos  Uma.    The 

hi  order  of  busioess  is  Kone  throuch  in  the  most  perfoDeCory 

"ntion,  rrlyiriK  upon  the  printed 
liey  want  to  know.   And 
the  printed  journal  of  the  day's  prooeedinfi 
rnin^  there  is  t ion  and  reft 

vonsiinie  any  tiin  ;t.    Nottee  ill  the  Journal 

!(1  \xi  sufficient  and,  where  no  constitutional  obstads  ptsfonta, 
"  of  ConfKxem,  could  be  counted  ss  first  madlnc 
.    y  the  constitutions  of  nine  states  that  notlee  of 
ition  to  introduce  a  private  or  local  bill  lie  pubUshed,"  and  the 
vo  law  of  seven  oO  it  notice  be 

(1."     In  Massac i..  ....  Carolina  private 

lation  must  be  founded  upon  petition,**  and  thus  is  retained  a 

■  the  ancient  practice  when  all  legislation  was  bassd  upon 

fnr  redress  of  foievanoee.    In  this  connection  it 

1  rh  ir  .1  return  to  the  practice  of  initiating  private 

on  and  the  numl>ering  of  them  in 

ills,  would  prove  the  first  step  towards  developing  a  special 

(*  in  private  and  local  matters.**   This  is  indeed  a  eonstim- 

on  devoutly  to  be  wished.   Since  a  bill  for  the  particular  benefit 

"^-'in  persons  or  of  a  special  locality  may  prove  injurious  to 

he  passage  of  such  a  measure  involves  a  judicial  inquiry 

"*  MinncnU,  PenofylTani*,  and  Yirgiiiia. 

»  New  York  Ammobfy  Rule  6;  Fioi^lnuiia  Uouw  Ruk  la 

» Indac-Dit«it  of  Stala  CoMtituticw.     Tliqr  art 
Florida,  GoorgiA,  LouUana,  MiwMsi,  Oklaboma, 
fforth  Carolina  and  New  J«nny  dmply  requira  notiee 

"  Connecticut,  Maine,  MaMaehueetta,  New  Himpgliirt.  Rhode 

v\w  V  --.  ..     I  ^.;-...   Maine,  New  Hain|iriiire  and  Rhode  UMid 

iig  of  the  wion 

'  MiiaaaciiueettB  senate  Rule  15,  Home  Rule  81.    Code  el 

'*5m  artlde  by  J.  David  Thompeon,  "An  Analyiii  of  PNHBt  M( 
.renonal  LecMation,"  Piooeedinp  A.  P.  8.  A^  VoL  X,  p.  Ifll. 
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And  determination,  rather  than  a  decision  on  public  policy.  Recog- 
niiiiig  thiK  fact,  the  ElngUsh  Parliament  treats  it  very  much  as  a 
lawBuit  would  be  treated,  and  the  preliminaries  attending  lis  intro- 
duction cloeely  resemble  the  pleadings  in  a  civil  suit.  Wc  have, 
however,  made  but  feeble  progress  in  dealing  with  private  hill 
prooedure,  nor  hae  the  mere  provision  that  they  be  accompanied  })y 
petitioDB  availed  anything  in  Massachusetts.  If  the  petition  were 
required  to  set  forth  the  scope  and  object  of  the  hill  and  opportunity 
were  given  for  adverse  interests  to  file  a  counter  petition  something 
approaching  a  civil  pleading  would  be  attained.  These  claims  and 
counter  claims  could  then  accompany  a  })ill  throughout  its  legisla- 
tive progress.*"  South  CaroUna  has  gone  so  far  as  to  require  that 
the  petition  must  set  forth  the  merits  of  the  case  and  why  the 
purpose  cannot  be  accomplished  by  general  law,  and  a  statement 
that  all  parties  known  to  be  concerned  have  had  the  requisite  notice 
must  be  included.*^  Connecticut  statutes  provide  that  petitions  of 
an  adversary  nature  must  be  accompanied  with  a  citation  to  the 
adverse  parties  to  appear,  and  twelve  days  notice  must  be  given 
before  the  day  of  appearance.**^  School  fund  petitions  are  return- 
able a  month  before  the  session  opens  and  are  heard  by  a  special  > 
commission  which  reports  to  the  General  Assembly.** 

^  Reoommended  by  the  Governor's  Commission  of  New  York  (ISOr.i     ,sVi> 
New  York  Aanmbly  Document  No.  20,  1S96. 
"  Qxle  of  South  Carolina,  swpra. 
•  Geoeral  Laws  of  Connecticut  (1902)  H  7. 

«/wa.,  116. 

The  prooedure  which  promoters  of  private  bills  in  Parliament  must  obsenre ' 
befofe  application  is  made  are  given  in  the  Standing  Orders  of  the  House  of  Com- 
Fari  II.    They  exist  unchanged  today  as  summarized  by  May,  "Parlia- 

lUiy  Prmetioe,"  pp.  670-684.  It  will  be  seen  that  petitioners  must  furnish 
information  for  the  guidance  of  the  committee  which  is  to  carry  on  the 
iiiTfetigitbn.  Proof  that  all  conditions  have  been  fulfilled  must  be  exhibited  to 
on*  of  the  Examinen  of  Petitions  for  Private  Bills,  who  are  officers  appointed  ^  • 
UieBpedker.    (8.  O.  No.  2.) 

The  Caiiadian  legislatures  have  followed  the  English  precedent.  The  r 
of  the  Ontario  Legislature,  which  have  served  as  models  for  the  western  provin 
^Metfy  in  detail  what  the  petition  shall  contain  and  what  additional  matter  shall 
he  depoMted  with  the  clerk.  The  Committee  on  Standing  Orders  reports  on  the 
MAeiawy  of  the  notice,  and  the  clerk  certifies  that  the  necessary  documents  have 
oeeo  depotBted  with  him.  No  motion  for  the  suspension  of  these  rules  is  enter- 
tained unleM  reported  by  the  Committee  on  Standing  Orders.  (Rules  of  the 
Ontario  Houae,  51-^.) 
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view  of  the  m/u^gDr  it.  •  lUe 

•Oine  Agitation  m  f»\<u  ut   riM^iiinug  an  rx|*  ~     ta 

mpany  each  bill  on  introduction.    New  Jeit^  « 

rhich  reads:  "Each  inember  when  intfodudnf  a  bilt  iImII 

t  with  each  copy  a  Btaiemeiit  MUing  out  Ihe  obieela  propowd 

aceomplitfhed  by  ita  enaeiaient  and  Uie  locAltlif  or 

ill  will  affect,  which  stalamani  shall  be  rolerrsd  to  llw 

with  tho  bill/' "«    These  stot^^maDU  are  paslwl  00  Um  pfiMod 

of  the  bilU  in  tho  handji  of  the  mambsni  and*  ahhomh  mA 

an  integral  part  of  these  doeumeots,  are  very  helpful  to 

The  speaker  of  a  recent  session  reports  thai  the  rule  hsa  beeo 

iriilnrly  iim*ful  in  oases  where  the  statute  proposed  enataina  ao 

that  which  repeals  an  existina  Uw.    Where  tlw 

i   .« ^..-.aiion  affectn  special  localities  or  iodlvidoals  the 

ifornm  the  reader  at  once.    The  Wtecooatn  House  rsquiras 

is  to  be  preeented  with  the  bill,  but  it  does  not 

printed  copy.^    When  it  is  remembered  thai  the 

•r  has  thoiuuindi)  of  paces  of  printed  matter  betoi 

.  much  of  which  is  of  an  amendatory  nature,  00  whieh  he  is 

iKMed  to  asKcrt  an  opinion,  the  value  of  a  trustworthy 

lie  provisions  of  the  bills  on  his  file  is  obvious. 


«« House  Rule  71.    It  is  optaomU  in  tbeSoMU*;  Rule  ». 
^  Rule  40.    Bills  in  the  Illinois  tamte  mnstlmi 
tit  appended  to  them  but  they  smoimt  to  Vltls.   A  mi* 
Jrt^^y  one,  proposed  by  Prosresuves  in  the  1013  soMon  of  the  New  Yofit 
1  ■ .  fsiled  of  Adoption.    (Journal,  p.  17.) 


CHAPTER  IV 
COMMITTEES 

The  real  work  of  the  legislature  upon  which  the  quality  of  Ic^..-- 
lation  dependa  is  fundamentally  the  work  of  the  committees.  With 
them  rests  the  burden  of  sifting  from  the  innumerable  bills  pre- 
sented those  worthy  of  consideration  by  the  whole  house,  and  upon 
r  them  is  laid  the  duty  of  revising,  amending  and  presenting  these 
measures  in  what  is  usually  their  final  form.  They  are  the  only 
agents,  as  yet  developed  in  this  country  for  this  purpose,  upon 
which  responsibiUty  can  be  lodged. 

In  our  state  legislatures  a  meeting  of  the  body  of  the  house  has 
lost  much  of  its  dehberative  character.  Discussion,  save  on  occa- 
sional matters  of  political  importance,  has  almost  disappeared. 
Members  in  their  desire  to  get  business  done  are  impatient  and 
hostile  to  speech  making,  and  a  too  conscientious  member  who  tries 
to  thresh  out  measures  on  the  floor  falls  quickly  into  disfavor.  The 
individual  must  consequently  depend  upon  the  judgment  of  a  com- 
mittee, inasmuch  as  pressure  of  time  allows  but  little  parliamentary 
discussion  of  even  the  most  important  legislation,  and  it  is  a  physi- 
cal impossibihty  for  him  to  read  the  mass  of  printed  matter  pre- 
pared for  his  information  and  guidance.^  The  committees  must 
therefore  be  Uttle  parliaments  in  very  fact,  and  it  is  no  exaggeration 
to  say  that  they  are  the  most  important  factor  in  legislative  proce- 
dure. Nowhere  are  experience  ^nd  intellectual  power  better  re- 
warded than  in  the  detailed  discussion  possible  around  a  table  in  a 
committee  room. 

Eablt  Function  of  Standing  Committees 

In  the  early  days  when  bills  passed  through  the  censorship  of  a 
select  committee  before  introduction,  the  need  for  standing  com- 
mttlees  was  not  great.  In  1800  there  were  but  seven  standing 
eommittees  in  the  New  York  Assemby,*  and  their  duty  was  solely 

•  A  promineot  member  of  the  Pennsylvania  Legialature  statea  that  at  thfi 
of  a  MHOD  be  once  piled  on  the  floor  the  printed  matter  he  had  been  ex- 

to  penue.    Tbe  pile  wii  more  than  four  feet  high. 
I  Jociraal  of  the  New  York  Anembly  (1800),  p.  35. 

136) 
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to  rc|K)rt  upon  petitiuiis  nf«  rred  to  IImoi.     U  tiM 

t^i.rri.v,  the  stoudiiig  couiiiatuw  rtportad  m  rwoliiiiou  thai  m 

itee  be  appointad  to  bring  to  a  bUL    n^ffrt  ol  llbe 

iinber  of  petiUoni,  the  tUuidiAg  nwiimiiHw  hod  by  IQO 

(k1  to  twenty-nine,  and  had  been  grmnltd  ibe  rigbi  to  lAlr^ 

leasurea  based  upon  petition*.*    Ho««ir«r  a  Idl  mlglii  be 

loed,  it  went  immediately  to  the  ^^"^intlliit  of  the  whole  Cor 

ration;  for  even  private  memben'  bills Inifodtiead  oo  leovo 

I  the  mediation  of  a  couiiuittee  fnnpiHi  fsliwoes  to  %  sUiod> 

* .  after  debate  in  the  eotnmittee  vi  Um  wbok. 

.  ....uned»  a  bill  might  be  eooimiUod  to  a 

but  such  aid  was  seldom  demanded.    As,  in  tbo 

•'  members  came  more  and  more  to  introdoee 

.:..    I  own  responsibility,  the  queslioo  of  keeping  elaar  ibe 

ir  of  the  committee  of  the  whole  ^^•''•'"t  ssrioys.    Heoee 

'  niodcrn  practice  of  referring  measures  apoo  introdiMlioB 

11  ug  committees.     Thereafter  oo|y  select  measures  eiror 

1  the  conmiittee  of  the  whole. 

lu  Pennsylvania  it  was  not  until  1813  that  standing  nfunmiitoss 

wi^re  recognised  by  general  resolution  empowering  the  speakor  lo 

:>oint  them/  and  it  was  not  until  1827  that  they  were  made  o 

institution  by  the  rules.*    Their  chief  function  was  to 

».  Jers  of  inquiry  at  the  command  of  the  House,  but  their 

report  by  bill  had  to  be  authorised  by  specific  resolution.    By 

owcver,  it  had  become  the  custom  to  grant  this  autboriao- 

blanket  resolution,  and  by  1830  the  right  of  standing  oom- 

to  report  by  bill  was  embodied  in  the  rules.*    Kepeating  ibo 

New  York,  reference  to  a  committee  upon  iniroduo> 

'-.'iruiar  procedure  when  irwlUMiud  members  began 

Id  present  !  <  freely  from  the  floor 

Sblection  op  CoMMirnuBs 

The  appointment  of  committees  is  today  a  principal  souree  of 

:iker'8  power,  for  the  praetiee  of  sslaclion  of  iiiimiimtw  by 

..u5e  has  met  with  negligible  aooeptanoo.   The  Kehnalra  House, 

•/W.,  1880,  pp.  37-^. 

« Pttuifyhniua  Hoots  Joumsl,  1813,  p.  10. 

*  HousB  RulsB  (1827)  No.  28. 

•  SutherUnd's  Manual  for  Ftan^ylvaaia  (1830),  p.  81. 
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boweTsr,  is  an  exception  in  that  it  has  a  committee  on  committee 
wliote  aeleeiionfl  it  approves,  and  the  same  is  true  of  Utah.     Pom 
qrlTaoiA  after  one  trial  of  this  system  in  1913,  when  a  strong  pm 
gramve  element  sat  in  the  House,  has  returned  to  the  old  method 
ci  appointment  by  the  speaker. 

Methods  of  appointment  of  senate  committees  differ  moi 
widely.     In  the  majority  of  cases  the  selection  rests,  under  the  rule 
with  the  president,  but  since  in  most  states  he  holds  his  office  1 
virtue  of  the  fact  that  he  is  lieutenant-governor  and  may  be  of 
political  faith  in  opposition  to  the  majority,  this  prerogative  is  som* 
denied  him.     In  Oklahoma  the  constitution  prescrihcK  th. 
committees  shall  be  elected  by  majority  vote,^  and  in  li\. 
other  states  the  rules  specify  that  the  choice  shall  be  by  the  senate.' 
In  the  Senates  of  Kansas  and  Nebraska,  committees  are  selected 
upon  the  recommendation  of  a  committee  on  committeas.     The 
committees  of  the  Vermont  Senate  are  chosen  by  a  group  of  thn ' 
vii.,  the  president,  the  president  pro  tem,  and  one  member  el- 
by  the  body,  but  the  right  to  overrule  their  appointments  i 
served.    In  Connecticut,  Delaware,  Missouri,  and  Pennsylvani 
the  selections  are  made  by  the  president  pro  tem,  who  is  also  tli 
majority  leader. 

Since  the  president  of  the  senate  is  not  usually  a  member  of  th;i 
body,  his  committee  appointments  are  apt  to  be  dictated  by  tl 
party  leader.     Indeed  the  actual  power  of  selection  is  so  common  1 
surrendered  that  a  recent  attempt  of  the  president  of  the  New  Yoi ! 
Senate  actually  to  exercise  his  parliamentary  prerogative  evok< 
surprise.     Objecting  that  he  had  not  been  consulted  regarding  cci 
tain  appointments  which  he  did  not  approve,  he  refused  to  accei 
the  responsibility  of  promulgating  them.     The  party  organization 
thereupon  took  the  appointing  power  out  of  his  hands  and,  bavin » 
▼eated  it  in  the  Senate,  put  through  the  slate  as  voted  in  caucn 
However,  the  responsibility  for  the  appointments  was  lodged  clear  1 
where  it  belonged.® 

The  minority  members  of  committees  in  New  York,  Illinois  and 
are  customarily  chosen  by  the  minority  leader,  the  speaker 

»  OkUhoma  Constitution,  Art.  V.,  Sec.  28. 
•  Illiooii,  Ohio,  Rhode  Idand,  Virginia  and  Wisconsin. 
•AUwny  Knickerbocker  Prtas,  January  14,  15,  1915.    New  York  Times, 
JMuiary  14, 15, 1015. 
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mg  satiafied  with  exerciiiinK  hk  eoolfol  ow  OMBbefi  ol  hk 

party.** 

'  Usually  the  member  firvt  namiHl  upon  the 

lirnian.    Becauao  of  the  loone  nmantr  in  whirh 

'  '  :<^ted,  the  chairmaii  rTorriem  an  ittfli 

•  njoycd  by  mmikr  oAeiak  in  (> 

Innate  who  they  Hhall  l>e  ie,  therefore,  highly  ptiaed  by  the 

-      r '  ^o  abuse  to  whirh  thii  power  Buigr  ao  MMilir  be 

i  l)c  |)oniiiU4*4l  to  chooee  their  own  elHiiniiaB* 

m  (lone  in  both  hoiii<o«  in  Hhock)  lehuid  and  WiaeoMUi,  and  in  the 

I  ^^  v«i  Virginia  Senate." 

I  Kow  phaaes  of  legislative  proocdure  have  evoked  more  ^t*^^^'*— 

in  that  which  vests  the  committee  appointing  power  in  the 

^'  '  *iout  doubt  it  rendcnt  him  a  very  powerful  r^^tM,  nol 

kIvcs  him  control  over  meaaures  placed  in  the  baadi 

I  oi  trustrtl  worthicM,  but  l>ocau8c,  by  granting  or  denying  oommitlee 

Tid  puni8hmontj«JiiM  position  aa  leaderiiilraBilh* 

SH,  it  in  (Kkssiblf  that  mueh  oC  Ihls  eritieimi  is 

merited  in  view  of  the  difficulties  of  apportioning  desirable 

tee  1)0 rt!  ing  candidates.    In  addition  to  due 

party  n  ration  must  be  given  to  aliility, 

c,  geographic  distribution,  et  cetera,  and  rrgardlees  of  the  effort 

•  \{  •  ri.itMl,  the  conscientious  speaker  in  apt  to  find  thai  hie atleeliiMa 

<  "!M  nil  sinister  combinations.    The  chairman  of  the  nommittae  on 

lumittees  in  the  Pennsylvania  House  of  1913,  who  figured  larsely 

'     reform  of  the  rules  at  that  eeesion,  reports  that  hie  ewamittae 

i  night  and  day  in  an  attempt  to  dietribule  pbeei  fairly  aad 

ly,  yet  the  result  of  their  Ubor  drew  the 

!  corrupt  interests  had  prevailed. 

NUIIBBR   AND   SiZK    ok    i  ojiMITTKia* 

1 II  many  states  the  ver>'  numl»er  and  aise  of  eommitteoi 
I  the  purpose  of  their  existence.     The  energy  of  membeia  ia  Himipated 

*•  At  the  1015  MSMOQ  of  tb«  lUinott  Houm  the  spMlnr  far  the  Inl  liaM  la 
r*  luuned  fuU  oooimittees  htmnlf,  rafuMog  to  leeopiiM  aay  l«Mla«  ia  tht  bed^ 
•  •rganiied  minority. 
"  Under  the  PBon^ylvanui  Ruka  of  1918  mA  iiiiiiwmii  elMled  Hi  ova 
I  chairman,  but  this  feature  was  dropped  whaa  in  1915  the 
I  Ibe  old  method  of  committee  ap|*<^ntmeoUL 
!         »  IlhiitratioDS  are  familiar  to  all.    Unqt  appear  dnHy  * 
I  lioo  of  a  qMaker  has  eaipoaed  the  party  lo  faolfaiaal 
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by  service  on  many  committees.    Meetings  must  often  be  scheduled 
at  inconvenient  hours  and  conflicts  occur  constantly.    Amid  sueli 
eiroiiiiistances  a  reduction  in  number  through  combination  and 
•iSmlfiatinn  beoomcs  the  first  condition  of  reform.     To  cite  extreme 
iples:   the  Iowa  House  has  sixty-one  committees,  ranging  in 
from  nine  to  forty  members,  membership  on  eight  being  tli< 
miiumum  for  any  one  representative.     In  addition  to  a  committ(  > 
on  agriculture  of  thirty-nine  members  there  are  committees  on  dairy 
aod  food,  animal  industry,  drainage,  horticulture,  and  agricultural 
ooUage.    There  are  nine  dealing  with  different  phases  of  eduration, 
in  addition  to  one  on  educational  institutions  with  twelve  mem 
here,  and  one  on  schools  and  text  books  with  twenty-eight  mem- 
bere.^    The  Kansas  House  has  fifty-five  committees.     In  addition 
to  several  useless  ones,  such  as  federal  relations  and  immigration 
there  are  six  dealing  with  subjects  which  could  more  easily  1 
handled  by  the  committee  on  agriculture,  six  dealing  with  matter 
of  education  and  five  with   municipal  affairs."    The   Michig.i- 
Senate  with  thirty-two  members  has  sixty-two  committees,  fifterti 
of  which  could  be  grouped  under  one  on  education."    The  Ken- 
tucky House  boasts  seventy  committees,  each  member  serving  o 
six,  and  in  Georgia  members  serve  on  an  average  of  nine.     Althoupli , 
as  has  been  stated,  these  examples  are  somewhat  extreme,  Penn- 
sylvania's average  of  five  places  per  member  is  typical  of  the  va^ 
majority  of  states. 

Such  an  endless  multiplication  of  committees  would  of  cour- 
be  impossible  if  it  were  not  that  the  burden  of  work  is  confined  to 
few  of  the  more  important  while  others  meet  but  irregularly  through- 
out the  session.     Everywhere  the  committees  on  appropriations, 
judiciary,  and  municipal  affairs  will  be  found  crowded  with  worl 
Of  less  importance,  although  with  plenty  to  do,  will  be  found  com- 
mittees dealing  with  agriculture,  banking,  county  affairs,  educa- 
tion, corporations,  railroads,  fish  and  game,  and  roads  and  bridge 
Then  follow  the  committees  whose  work  is  almost  negligible.     It 
has  been  stated  by  members  of  experience  that  twenty-three  of  the 
forty-one  committees  of  the  Pennsylvania  House  are  of  no  impor- 
tance and  could  readily  be  abolished.     Of  the  thirty-eight  com- 

■HdanfRulM  for  1915. 
*«Rtil6i  for  1915. 
MRulfli  for  1915. 
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mitUes  of  iIm   (Jhio  HouM  id  ltti6, 

I  ItjM  than  Uq  bills  Moh  out  of  A  loul  ol 

iQtroduoed.**    In  the  toakm  ol  Um  mum  ytar  Iwrfv*  «»* 

mittet^  of  the  Vermont  Houm,  •lafwi  ol  Um  Saosto,  mkI  wia.  {oial 

nces,  reoeived  leis  than  Un  bllb  M«b«i*    FtjiImhIj  wmm 

iment  ui  needed.    A  few  eomfpitleii  mm  overwMBMd: 

otben  never  meet. 

On  the  oUier  hand,  the  duitribution  of  ImriniM  ■mnt  i^  jouit 

eommittees  in  MaesachueetU  is  much  more  equitable^  only  eevwi  of 

thirty  in  a  raeont  aeaeion  reoeiviof  l«i  tluui  forty  bOls.**    Ver> 

ittemptcd  reform  at  the  1017  w&mum  by 

;  tees  into  seven,  but  no  attampi  was  ouMla  to 

more  congested.    In  WisooDsin  the  reform  has  bean  worked  out  to 

it«  logical  conclusions.    Senate  standing  eommittees  have  baao  ra- 

duccd  to  five  with  no  member  serving  on  mors  than  ooa,  and  Ifca 

numl>er  in  the  House  which  oonsidar  legislation  is  now  Itftaao  with 

a  tn    <    '  ^ut  112  places  for  lOO.membars.^'    In  Rhode  Maod,  alao, 

mi:  Tve  as  a  rule  on  but  one oooimittee. 

The  advantages  of  the  plan  are  obvious.    Eaah  eoouaiitaa  ba- 

^  mes  an  important  part  in  the  legislative  system,  parf onning  a  d^ 

it  amount  of  the  legislative  business.    Full  atleodaoee  at  msal 

^9  is  possible  because  members  are  not  bothaiad  by  ^^'^'^^^^ 

lomittcc  schedules,  and  chairmen  do  not  have  to  eiari  IbaaBsaKaa 

secure  a  quorum.'^    In  thoee  states  where  eapitol  spaaa  ia  Haitad 

-  t^imple  matter  of  finding  rooms  for  a  multitude  oC  maatingi  la 

- : -.  preventing  a  committee  from  enjojring ; 

unde^  a  system  of  few  committees  there  would  still  be 

importance;  and  experience  and  capacity  would  alill  ba 

places  upon  the  leading  committees,  each  would  bava 

•rk  to  do.    Meetingi  could  be  held  at  regolariy  aebadolad 

len  members  are  fresh  for  the  work.    By  darotang  tbair  wbato 

t  ention  to  the  business  of  one  committee,  lagiilatoia  eoold 

*«Ohio  H.  J.  1915,  pp.  1947  M  Mf. 

*'  lUpori  of  Joint  CommittM,  1917,  pp.  ft,  7. 

I*  lUport  of  Joint  CommiitM  on  Proesdurs,  1915^  p.  dt. 

M8.Rule20;  H.Rule22.  TliiiwM sMompiibsd al Uw lau 
•>  number  of  oominiUiw  was  eut  in  half.    {/m.  J.  pp.  9a-«aj 

*«  It  ii  n  asMnl  oomplftint  that  oMBaitles  iiUiBaP  •■«  Mi  « 
<QCr«M  has  the  nine  diffioulty. 

n  North  OMolina  md  Vermont  report  epeette  liil  willy  of  Ihb 
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along  the  lines  of  their  service.    Committee  proceedin^^a 
would  poaBesB  weight  and  dignity,  so  sadly  lacking  in  our  state  le^i 
Uiurtss,  but  without  which  no  deliberation  can  be  a  success. 

The  opposition  to  a  rearrangement  along  the  lines  indicated 
eomes  from  a  desire  to  multiply  honors.  Hepresontativos  arc  loath 
to  surrender  the  prestige  and  perquisites  derived  from  membeixhip 
OD  many  committees.  The  recent  progressive  wave  in  the  Illinois 
House  spent  itself  when  the  number  of  committees  had  been  re- 
duced from  sixty-seven  to  thirty-three,  with  each  member  serving 
on  from  6ve  to  eight,^  and  at  the  1915  session  of  the  Kansas  Senate 
a  motion  to  authorize  a  reduction  from  forty-one  to  twenty-o 
failed  without  a  roll  call.** 

Reference  of  Bills 

Upon  introduction  and  before  consideration  by  the  House,  a 
bill  is  referred  to  a  standing  committee  in  whose  possession  it  re- 
mains until  reported  back  or  until  the  committee  is  discharged. 
Except  in  rare  instances  the  presiding  officer  designates  which  com- 
mittee shall  receive  the  measure.  The  rules  often  permit  discussion 
at  this  point  by  providing  that  the  question  "Shall  the  bill  be  re- 
jected?" may  be  raised,  but  this  never  occurs  in  practice.  Some- 
times reference  does  not  take  place  until  after  second  reading,  but 
in  such  cases  second  reading  usually  follows  immediately  upon  first. 
Consequently  nothing  is  gained  by  adherence  to  an  ancient  practico 
observed  by  Parliament,  inasmuch  as  with  us  the  merits  of  a  bill  :i 
no  longer  debated  on  second  reading  and  afterwards  referred  to  a 
conunittee  for  review  of  the  details.^*  In  Arizona  and  Ohio  the  bill 
is  printed  and  on  the  desks  of  members  before  reference.** 

When  bills  are  referred  by  the  presiding  officer  immediately 
upon  introduction  they  are  apt  to  be  distributed  more  or  less  at 
haphasard  among  the  various  committees.    Thus  in   Vermoi 
within  a  period  of  three  sessions,  woman's  suffrage  bills  were  sent 
committees  on  municipal  corporations,  internal  .ifT.iirs.  icmpcrain 

"  H.  J.  1916,  pp.  132-133. 

"8.J.  1916,  p.  4. 

••In  Arixona,  Louifliana,  Missouri  and  Ohio  the  rules  provide  for  referen 
after  wooDd  reading,  but  as  the  constitutions  require  readings  to  be  on  separ. 
daya,  i«fflr«Doe  it  delayed  one  day  after  introduction. 

« AriwBa  House  and  Senate  Rules  9;  Ohio,  House  Rule  73  and  Hughes' 
Guide." 
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Tf>  ^  '  't  tho  clrrk  |>n*vioiii  to  totrodiielkMi  or  by 

«I  110  llVtweiMl  illtroduelkMI  atMl  rrfftMftr**  aiirli 

it  ion  of  meaituiTfi  can  \)e  avoided. 
Hi  Icaitt  thrro  iitatMl  Uie  tpeakor  luyi  beeo  doprivod  of  hk 
of  rcfcrf*ncc.     In  Ohb  and  Virsiiiia  membOTi  of  Um  Room 
>iRnHtf)  the  committee,  and  Maine  praetiee,  in  koepiac  villi  bar 
^  torn  of  '  rovidoi  a  Join!  flUmdiac 

<>M' fuiK  lb  to  tbe  proper 

j:  a  mcmlior  to  specify  what  committee  Khali  cooiider  bi«  bill 

r  of  a  great  deal  or  oonirol  ovar  Hi  falo,  for  Iba  loMor 

at  least  one  oommittee  dominatad  by  bis 

von  if  commit tocft  arc  elected  by  the  house  his  power  is  larfs, 

-  rcfon*nco  is  nit' '  ruled  by  eontest  oo  Ibe  ioor. 

Where  joint  <•  es  are  used  aa  oiianaiiraly  aa  in 

chusetts  and  Connecticut  the  process  is  a  little  mors  foTolTod. 

}h'  '  officer  in  ooa  boose  most  be 

b>  h  concurrsoee  is  rsfused,  it  la  tba 

although  not  the  invariablo  practice,  for  the  firat  bouse  to 

from  itD  position  and  to  pass  a  reaolotioo  agioaiiig  witb  tba 

rrference.     As  difTerrncee  of  this  sort  are  quite  frequaot  tba  ref- 

•  ncc  of  the  presiding  officer  is  constantly  checked  up  by  the  other 

iiouse  and  his  own.'* 

Fomml  reference  by  the  speaker  before  the  sssamhlsd  hoaas 

iisunics  valuable  time  and  serves  no  useful  purpose.    Meoiban 

•  ntioi)  to  tins  order  of  business,  practioally  daqyiog  tbaas-i 

riftht  to  review  tho  action  of  the  apaakar.    Nolloa  of  Hw 

fert^ncc  in  the  (Uiily  journal  or  calendar  is  quite  suffideot,  if  oppor- 

iven  to  move  to  revise  the  speaker'  Tba  rules  of 

_    lu  House  re<iuire  the  clerk  to  refer  rdaacewitb 

(*  endorsement  of  the  proponent  and  to  enter  tbe  fact  oo  tbe 

1.    He  is  then  to  prepare  a  daily  list  of  aU  bills  offarsd  witb 

patrons  and  rcfervuces."    A  membar  thus  laarus  rsadBy  wbal 


"  Momonuidum  of  Vennont  Legidative  Rtffmaoi  Dunau.  ISIS. 
»^  This  procedure  WM  adopted  —  m  iiu|iiu  I  Mill  mm  tlwoM 
>rrent  refereooe. 

*«  5m  Journals  of  ManeehiMetU  and  Ooaaeetleot.    MalM,  i 

ipkiys  a  joint  oommittoe  oo  referaoee. 

••HoueeRuko7,37(I915).    Urfed  by  Ike  MaMMlMMliiMsl 
\lB  report  oo  the  reform  of  tbe  ruke,  1015,  p.  3S. 
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(Uiporitton  has  been  made  of  his  measures,  for  the  general  confusion 
00  the  floor  and  the  sing-song  manner  in  which  reference  of  bilK 
carried  od  precludes  even  the  most  diligent  from  profiting  by  pubh 
announcement. 

Committee  Meetings 

The  efficiency  of  the  committee  system  may  be  impaired  l»\ 
inconvenient  hours  of  meeting.  Too  often  the  program  of  the  house 
makes  no  allowance  for  the  time  necessary  for  the  meetinRs  of  the 
sommittees.  As  a  consequence  they  frequently  are  compelled  to 
Fnatch  a  few  minutes  at  recess  or  at  the  close  of  the  day  when  all  are 
tired  and  anxious  to  get  home.'®  Although  forbidden  by  the  rules, 
meetings  during  a  sitting  of  the  house  are  common  toward  the  ond 
of  the  session.  Morning  seems  to  be  the  best  time  for  commit  t 
meetings  for  then  the  members  are  fresh  for  the  most  importaiu 
part  of  their  legislative  duties.  The  customar>'  hour  in  Massachu- 
eeits  b  10:30  a.m.  Members  accordingly  plan  to  devote  their  morn- 
ings to  committee  work,  which  therefore  becomes  as  regular  a  part 
of  the  routine  as  the  session  on  the  floor.  Occasionally  meetings 
are  held  at  night'but'only  in  order  to  clear  up  a  crowded  calendar. 

Committee  Schedules 

A  sine  qua  nan  of  effective  committee  work  is  the  maintenance  • 
of  a  fixed  schedule  of  meetings,  which  should  be  arranged  by  a  re- 
sponsible person  and  to  which  members  should  strictly  adhero. 
The  practice  of  drawing  up  a  loose  schedule  at  an  informal  con- 
ference of  several  chairmen  provokes  conflicts  and  ends  in  holding 
meetings  whenever  a  quorum  can  be  gotten  together.     Moreover,  , 
if  choice  of  time  is  left  to  the  convenience  of  the  individual  members,  j 
meetings  are  most  numerous  in  mid-week,  with  the  consequence 
that  the  house  calendar  is  crowded  on  three  days  a  week  with  bill« 
reported  out,  but  light  on  other'days.    Stated  sessions  of  commit!  < 
would  go  far  towards  keeping  each  day's  business  uniform.*^     F' 
thennore,  adherence  to  a  fixed  schedule,  permitting  special  meetin 
only  after  one  day's  notice,^removes  the  old  evils  of  "snap  meeting 

"Ditouwed  in  the  Bulletin  of  the  Nebraska  Bureau,  Procedure  in   ' 
Forty  fight  SUtet,  p.  17.    In  Arixofia  sessions  frequently  convene  to  insure  pi 
9om  of  BMWiboii  and  recess  immediately  for  committee  work. 
by  the  Vermont  Special  Oommiioe,  1917. 


ProrffhtTf 


•fnU  U§idatmrs 


>  iincomnioo  for  a  tiirrtinc  U>  be  haM  wHJmmI  |Im«i^ 

iiiccmenta,  at  tnidiiighi  or  oUmt  it  B>¥nrf<mt  bo«r  al 

only  the  friends  of  the  ommutb  eould  npffur 
1  miRht  be  reported  out  at  any  time  to  ao  mw 

?in<l    iiishofl    fliroii^li    l«(*fore   the  iyiBrtftiffB 


ve  aiieiupted  to  introduee 

To  do  eo  involvea  a  furraodar  in  ptat  «f  mA 

'a  freedom  of  action  and  ia  at  variaaea  wttli  iba  fadfaic 

^>eneath  the  diiputy  oT  a  cnmmHiaa  lo  allow  HarfT 

•  .:t;  impoeed  upon  it.    A  meaaiua  of 

wever.  IxH^n  made.    In  the  1915  aeaiioo  tiia  NabvHiui 

u  I  submitted  a  plan  of  eonoiillaa  OMalii^ 

»  the  main,  and  in  Califoraia  a  eoaailtaa  b 

>r  the  aame  purpoae.    The  pudiBag  oflasa 

of  the  South  Dakota  houses,  in  consultation  witb  oihafi,  arork  mm 

a  Hchoflulc  for  the  session,  and  in  New  York  the  Tarioi 

meet  with  the  clerk  and  arrange  a  ■w^H^Jft  whleb  ia 

q<  illy.     In  Minnesota  a  meaaurs  ol  raspowJIrfBij  for 

ar  •:  uf  committee  meettn^iia  plaeed  by  tharaka  upas  IIm 

ft:  riiittee."    The  attitude,  howerer,  of  moal  lanMalon  ia 

ill  of usal  of  the  Vermont  Icfcudaiure  in  1 0 1 7  to  adopt 

ai^ iileof  meetings  which  aimed  to  aura  much  of  Uia 

old  evil. 

If  con  >  to  be  made  a 

,A,'si  that  U.V..  .  ,  someone  outaide  tbe 

devote  the  m  ntion  to  tbe  detafla.    Tbe 

with  which  tl  tem 

effort  of  the  pc..  .>.. .^.  v,.  ...c  weekly 

is  to  confer  with  the  different  committee  cbairmeo  and 
arrange  a  schedule  of  meetanipi  accordingly. 

The  value  of  committee  deliberationa  would  be 
were  to  proceed  according  to  calendars  annoonead 
the  nearest  approach  to  this  innovation  occurs  in 
'committee  hearings."    In  Maasaebusetts'this  Utter 


■  Aawnbly  Rule  10  pannit*  T»riatioiit  firan  tys  i 
•tiee  or  a  oUl  of  the  majority. 

»  Committee  calendam  were  urged  by  the  rrogrMhw  ia  tbe  Nev  Y«sk 
-eembly  in  1913  but  to  no  avail.    (Jcomal,  p.  10.)    A 
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M  a  calendar,  since  custom  secures  for  each  bill  a  public  hearing. 
Frequently  in  this  state  committee  action  is  taken  in  executive 
aeMon  at  the  time  of  the  hearing  although  it  may  be  postponed  to 
a  Otftain  day,  but  inasmuch  as  regular  executive  sessions  are  held  at 
■latcd  intervals  members  know  when  certain  measures  are  to  come 
before  the  committee  for  final  action.*^ 

It  is  generally  accepted  that  an  opportunity  for  a  hearing 
should  Ik*  given  on  each  measure  and  that  notice  of  same  should  be 
published  in  a  way  that  all  interest'Cd  may  have  an  opportunity  to 
attend.  Maasachusetts  publishes  twice  a  week  a  bulletin  of  hearings 
which  is  copied  by  the  newspapers,  and  daily,  at  2:00  p.m.,  a  printed 
list  is  issued  of  all  assignments  for  the  morrow.  Notices  arc  also 
sent  to  petitioners.  In  New  York,  Illinois  and  Wisconsin  notices 
of  hearings  are  published  in  weekly  bulletins.  In  whatever  manner 
the  notice  may  be  published,  it  is  the  general  rule,  to  which  Massa- 
chusetts is  an  exception,  that  hearings  arc  granted  at  the  will  of  the 
party  leaders  and  not  as  a  matter  of  right.  An  old  trick  is  to  fix  a 
date  and,  if  the  legislation  involved  is  unwelcome  to  the  bosses,  to 
postpone  the  hearing  when  the  advocates  of  the  measure  have 
aflMmbled  their  forces.  Thus  the  latter  are  worn  out  by  successive 
postponements. 

The  importance  of  committee  deliberation  is  recognized  in 
eleven  atate  constitutions  by  provisions  requiring  committee  action 
on  bills."  The  constitutions  of  Alabama  and  Virginia  require  that 
the  committee  be  in  session  to  consider  the  bill.  This  is  the  simple 
principle  that  no  business  should  be  transacted  except  in  roKuiar 
eeesion  with  a  quorum  present,  although  the  rules  of  but  few  legisla- 
tures mention  the  matter  of  a  committee  quorum  at  all.**  Regard- 
less of  the  constitutional  provision  in  Pennsylvania  directing  that 
there  shall  be  a  committee  report  on  each  bill,  committees  fre- 
quently report  without  a  meeting.  The  chairman  may  secure  the 
individual  assent  of  a  majority  of  his  committee,  or  late  in  the 
lion  he  may  merely  rise  in  the  House  and  ask  if  any  members  of 


in  Uw  lUmois  House  authorizing  notice  to  committee  members  of  billn  scheduled 
fpr  eooadermtioD  died  in  committee.    H.  J.  1915,  p.  342. 
«  FhsUungham,  tupra,  p.  106. 

■  Index-DiKnt,  Sute  Constitutions,  p.  839. 

■  In  lUinois,  Iowa,  Kentucky,  Minneeota,  New  York,  VVeflt  Virginia,  and 
Waeooan  a  majority  shall  constitute  a  quorum  under  the  rules.  In  California 
tiM  dinMiJii  ii  left  to  the  conunittee  although  it  shall  never  be  less  than  one-third. 
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i-e  are  opponed  lo  Dm  oiefure,  and  tl  mnmg  otijeetMMi 

'|)ear  he  reports  the  bOl  fftvormhlj.    AchImI  Mob  pio- 

ire  a  point  of  order  thai  a  bill  wti  not  rniidrtorwl  ia  irtrmmHltt 

*  be  BU8taino(l  im  it  iji  not  eonpeCaot  for  tiM  dMir  to  0»  hmk 

ommitt4H»  rt^iMirt.*'    Proxy  votai  are  alM>  an  aril  and 

are  admitted  it  in  difficult  to  maintain  eonunittee 

pUne.    New  York  haa  reoeotljr  forbkMoD  their  a». 

Comcrrnm  R 


The  gcnenil  custom  of  "  the  nhort  roll  call,"  by  whiab 

nMtorted  favorably  pans  the  houjte  witliout  an  actual  divWoo,  fivai 

ommittees  the  power  of  life  and  death  over  the  vMt  maiority  oC 

l«>;i-I  itivc  pro|>oenl}<.     Yet  final  action  ia  eoaunoiily  taken  la 

The  rule8  of  Oliio  and  Florida  require  that  aO 

:.s  be  public,  but  thcee  are  excepUont  and  the  proeedur»  ia 

V  York  is  typical.    Committees  have  an  open  searion  aad  aa 

*utive  session.    Different  members  may  appear  at  the  opea 

ion  and  call  up  bills  they  have  introduced,**  but  at  the  exeeuttve 

ion  all  outsiders  are  excludc<l.     Here  the  disriisrinn  b  strietly 

!et  and  no  information  rotuMTtiintr  it  is  to  be  cfivuliftd  eieept 

')UKh  the  official  records.^ 

But  to  open  committee  delilxratioiih  to  the  public  is  not 
lit  alone  to  fix  responsibility  definitely,  and  the  most 
ice  for  turning  the  searchlight  upon  the  dark  ninMMS  of 

II  has  been  to  require  records  of  their  proeeedlafi  to  be 

^lumittee  records  in  one  form  or  another  have  beea  adopted 

the  rules  of  one  or  both  houses  in  fifteen  states.    The  reeord  ia 

complete.     It  inrlude«<  the  time  aad  plaee  of 

:  iiigs,  the  attendance  of  membera,  the  nemes  of 

!  iig  before  the  committee  with  the  firms  they  rspre- 

id  the  votes  of  meml>ers  on  all  queatioaa.    The  ebafanaa  ia 

^1  with  the  responsibility  for  its  keeping  aad  a  eopy  foDove 

bill  when  reported  to  the  house.    It  b  to  be  acc«aible  to  the 

w  Pa.  H.  J.,  1868,  pp.  713-714;  I«OI,  p.  3tB;  aad 
**  Some  houMi  require  by  rule  that  the  ipoanr  of  • 
^  to  eome  up  fai  oommitiee;  othew  oofy  U  ths  tipoit  of  the  ■iiieiamM  b  to  bs 
Advene. 

» 1016  Clefk'e  Manual,  N.  Y.,  pp.  880^681.    HTwe 
iiy  for  an  oakial  leport  of  aU  urnnniiBp  ii 
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public  and  after  the  sessioD  is  tiled  witli  the  secretary  of  state. ^^ 
For  the  sake  of  making  it  easily  available  in  order  that  its  purpose 
may  not  be  defeated,  it  would  be  wise  to  make  the  record  of  votes 
an  integral  part  of  the  committee's  report.  It  would  then  appear 
in  the  journal  and  would.be  preserved  for  all  time.  The  Progres- 
fives  of  the  New  York  Assembly  of  1913  secured  the  adoption  of  a 
rale  that  the  report  of  the  committee  must  contain  the  names  of  the 
memben  present  when  action  was  taken  and  their  vote,  these  to  be 
entered  on  the  journal/^  but  as  a  matter  of  fact  the  journal  gives 
on(y  the  names  of  those  who  favored  the  report.  Ohio  and  Ken- 
tucky accomplish  practically  the  same  result  by  requiring  that  all 
in  favor  of  the  report  sign  it,  their  signatures  being  spread  on  the 
journal.  The  advantage  in  recording  the  votes  of  committees  on 
the  journals  is  in  the  wider  publicity  given  them  and  the  greater 
asBurance  that  they  will  be  preserved,  the  full  minutes  being  filed 
in  the  secretary  of  state's  office. 

The  experience  of  the  Illinois  House  demonstrates  that  merely 
to  peas  a  rule  requiring  that  committee  records  be  kept  may  be  of  no 
effect.  A  rule  for  keeping  records  similar  to  the  Wisconsin  rule  was 
adopted  at  the  1913  session,  but  at  the  end  no  deliveries  were  made 
to  the  secretary  of  state  as  had  been  provided.**  At  the  following 
aenion  complaint  was  early  made  that  bills  were  being  reported  un- 
accompanied by  a  report  of  the  roll  call,*^  and  it  is  doubtful  if  Illinois 
has  even  yet  succeeded  in  her  purpose.  Had  the  votes  of  com- 
mittees been  entered  on  the  journals  the  members  could  not  have 
avoided  going  on  record,  for  it  would  have  been  in  the  power  of  the 
minority  to  have  made  trouble  by  protesting. 

The  publication  of  full  committee  records  will  go  far  towards 
introducing  regularity  in  conmiittee  proceedings,  and  to  tliLs  end 
tBey  should  contain  more  than  a  statement  of  the  vote  upon  the 
report  to  the  house;  they  should  include  the  votes  on  every  ques- 
tion put  to  the  committee,  as  the  Wisconsin  rules  provide.  By  turn- 
ing light  upon  committee  proceedings  the  members  would  be  brought 

^  WinoDAD  Joint  Rule  6. 

•fit  Aiemhly  Journal,  1913,  p.  19,  and  Rule  21. 
•BuDetin,  Ligialative  Voters'  League  of  Illinois,  Nov.  20,  1914. 
•  Hoon  Rcnlution  No.  53,  1915  H.  J.,  p.  237.    This  was  a  resolution  to 
infMifile  the  breaches  of  the  rule  but  was  never  reported  out  of  committee. 
of  Mr.  SburtlefT  of  the  Rules  Conmiittee  bears  out  the  above. 


Prootdw  in  StaU  U§itktmm 

to  give  thtf  phaM  of  their  work  the  muntten  it 

mitti^ee  would  \)e  unlikely  to  amotber  importaat  licUaliQS  by  faft* 

ure  or  refusal  to  report  inamiieh  m  raepoMibttilif  Mold  bo  iM^f 

located,  but  naturally,  reform  of  tbie  daIum  ie  itiiWy  oppeeod  by 

le  leaden  of  the  "old  guard. '*    For  ^^iitHt,  whmk  Ibo  prnpnii 

t  ider  cooMderation  waa  oflTored  at  the  laat  MHioo  of  tbo  Nov  Jonoy 

i  ouee  it  waa  defeated  by  the  argument  of  a  leader  tboi  Ibo  powor  le 

i!)eharge  a  committee  waa  fufBcrfant  prolaelioii 

luiquitioM  therein.** 

C  oinmittee  work  ean  be  mueh  faetiitatod  by  tbo 
of  expert  clerks  to  look  after  the  drudfeiy  of  detaik.  To  tbie 
it  would  1)0  well  to  organise  all  olerieal  aanelaiiee  lo 
under  a  head  clerk  of  committees  with  a  pennaiiaot  tamm  of  < 
The  Huccess  of  the  Massachusetts  system  m  in  part  doe  to  tbo  effort 
ex|)ended  by  the  clerks.  Although  the  eaatom  is  to  appoint  tbo 
youngest  member  of  the  committee  as  elerk  yet  his  poaitioQ  is  IIm 
next  legislature  is  dependent  upon  the  ability  with  wUeb  bo  baadlsa 
le  affairs  of  his  committee,  and  if  he  performs  bis  duties  with  ao^ 
ss  iho  way  is  opened  to  coveted  pbM)es  later. 

Joint  CoMicrrnua 

l;.c  c^ucm  of  joint  committees,  highly 
lusetts,  Maine  and  Connecticut,  has  produced 
In  Massachusetts  all  except  judiciary  and  ways  and 
jiii|;.M.>rv'  usually  sitting  as  a  joint  committee 
si  I  >arately  as  a  double  chock  on  moo^  btUa.**    With  tbo 

exc«puou  of  the  latter  committee  it  will  be  obaenr 
of  committees  in  the  three  states  where  the  joint 
that  the  separate  house  committees  are  concerned  with  tbo 

**  Tlie  Phibdfllphk  lUeard,  Jan.  10.  1917. 
Notk:— The  srguiiMnt  pr«MDted  ■fsinit  a  pfopomH, 
revinon  of  the  nil«  of  CongrcM  in  1880,  that  the  npoct  of  a 
ide  the  names  of  the  memben  oooeoniBg,  ia  mHty  MIS  foftb 
r  the  systflm  of  committee  reootds  adroealed  above.    It  wii 
Di<  lid  have  to  serutinise  every  biO  before  his 

(!.  nrliuqon  on  it,  and  that  the  eonfideotlal 

d.    (Cofi^ren.  Aieord.  40  Cong..  1 8ai 
"   must  pesi  through  the  iadhrkhial 
B)«  koh  houee,  although  they  may  have 

b> 
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and  prooedure  of  eaoh  house  as  a  uim  in  usclt,  and  that  matters 
necwitattng  ooneurrent  action  are  delegated  to  joint  coininitteos. 
The  house  membership  on  joint  committees  greatly  exceeds  1 1 
•BDAie,  in  Manachunetts  the  ratio  being  eight  to  three.    They  act 
and  vote,  however,  as  a  unit;  there  is  no  house  rivalry.     They  are, 
therefore,  joint  committees  in  reality.    The  rule  in  Massachuset 
is  that  bills  arc  to  he  reported  back  to  either  branch,  having  reference 
to  an  ec|ual  distribution  of  business  between  the  two,  except  that 
money  bills  must  go  first  to  the  House.    The  practice  also  permi 
a  bill  to  be  referred  to  two  joint  conmiittees  in  turn  sitting  jointly, 
as  for  example,  a  bill  relating  to  the  sale  of  milk  and  cream  was 
ttimed  over  to  the  committees  on  agriculture  and  public  health. 

It  is  not  too  much  to  say  that  the  success  of  Massachusetts,  the 
state  in  which  the  committee  system  is  most  highly  developed,  is 
due  in  a  considerable  measure  to  her  joint  committees.  As  pointc  1 
out  by  Professor  Heinsch,  public  attention  tends  to  be  attracted  to 
joint  committees  more  than  to  innumerable  committees  of  both 
housee.^  Committee  sessions  consequently  become  orderly  and 
dignified.  Advoc^ites  or  opponents  of  legislation  are  not  compelled 
to  plead  their  cause  twice,  and  duplication  of  clerical  duties  is  es- 
caped. Opportunity  is  given  to  reduce  the  number  of  bills  which 
the  houses  must  consider  by  combining  bills  on  the  same  topic  into 
one  which  eml>odies  the  good  points  of  all/^  and  a  broader  view  is 
possible  than  can  be  acquired  by  committees  of  a  single  hous(\ 

The  objection  to  the  joint  committee  is  that  it  substitutes  a 
stngle  consideration  of  a  measure  for  consideration  by  each  house 
separately,  which  is  the  theory  of  the  bicameral  system,  and  on  tl 
ground  Vermont  at  the  last  session  abolished  all  joint  committees." 
But  even  granting  that  the  spirit  of  the  bicameral  system  is  violated, 
a  question  certainly  open  to  argument,  it  would  seem  that  the  rights 
of  both  houses  would  be  sufficiently  safeguarded  if  a  bill  passed  by 
one  house  were  received  by  the  other  as  with  a  favorable  report 
onlesB  the  committee  representation  of  that  house  declared  ther 

^RciiiMh,  "LegiBlatures  and  Legislative  Methods." 

•  Thii  18  MiooeBsfuIly  accomplished  in  Connecticut  where  the  work  of  draft- 
ing thefufastitute  is  turned  over  to  the  clerk  of  committees,  who  is  an  experienced 
oflkiftL  The  advantages  of  joint  action  are  admitted  also  in  those  states  whose 
nil«  pwmit  joint  hearingp.  Wisconsin  has  especially  availed  herself  of  this 
•». 
J8w  Report  of  the  Committee  to  Revise  the  Rules,  1917,  p.  9. 


Froetdvrt  in  SiaU  Ltgiilttmm  81 


d.«*    An  loiiff  M  opporlttJiity  ranalMd  for  one  bodj 
.1..  ti. ..  ".»Mniitti«  of  ihtkr  own  number  Um 
i  recdvo  all  the  aitootioo  ii 

CoNKeuKNcB  CoMnrrrBMi 

In  cauft  of  Mf>riouM  difTcrenoei  beiwan  iho  two  bouMi  Ibo  ffiofi 

iKv  coiiimittee  are  calM  in.^    Bui  m  a  rule. 

^  by  GOO  bouM  are  «MMinUy  Adoplod  by  Ibe 

ntly  ibere  are  few  ctitllwiHiw  earioM  eaoiNKh  lo 

icrt^Qcee.^    An  examination  of  Ibo  jounuili  will  4fri4irrft 

v  .....    iw  Heldom  employe<l  until  late  in  (lie  atMioo  wbaa  Ibe 

li  of  tho  clfMiriK  hours  is  impending;  tbet  thfij  eni  anlilnm  nnetw 

it  tlioir  reportji  arc  univerMdly  adoploiL    Tbeiila»- 

i  oharRCHl  with  pomihilities  for  evil  in  ibe  oppofftoily 

I  for  making  tradoH  which  are  aeldom  inTwrtjpitiid  by  Ibe 

•Ic.    The  fccneral  parliamentary  Uw  tbat  Ibe  report 

...  r  committee  cannot  be  amended  in  eitber 

im  inchnation  to  aeeept  any  eompromke  Ibe 

y  of  proceodinici  in  Ibe  eonferenee  m  ith 
lat  the  minority  of  tbe  oommitlee  eannol 


nt  LfcbbUive 

<jf  New  York  firovkM  a  ma 
Tb«  two  boufOf  w««  lo  OMtl  k  a 
th     (CofMiittiUoii  o(  1777,  Art.  XV 
*tliod  toe  lecfvt 

nn«  WM  avoided. 
*'  A  tOMUturr 

oftbeteneoota 

III  ii'iti  iimc  uf  tJM  tea 


opted.    Theie  wvt  oa|y  Ave 


O  The  AnnaU  of  the  American  Academy 

Id  order  to  bring  the  conference  report  to  the  attention  of  the 
aMmben,  who,  as  we  have  seen,  are  quite  willing  to  accept  on  faith 
the  oompromise  presented  to  them,  it  is  sometimes  required  that  it 
be  printed  and  on  the  desks  of  the  members  before  final  vote.  This 
beoooMS  a  constitutional  mandate  whenever  the  constitution  re- 
quires the  printing  of  amendments  or  of  the  bill  in  final  fonn.^ 

Discharge  of  Committees 

A  bill  in  committee  is  out  of  the  hands  of  the  house  until  re- 
ported back  or  the  committee  is  discharged.  In  order  to  prevent 
the  quiet  chloroforming  of  bills  without  the  committee  going  on 
record,  possible  when  bills  are  retained  indefinitely,  the  rules  in 
twenty-five  states  provide  that  the  committee  must  act  within  a  i 
specified  time.  The  time  allowed  varies  from  four  days  in  Colorado 
to  twenty-five  in  Minnesota,  although  it  is  unusual  to  enforce  this 
limit  with  any  rigidity."  The  rules  of  the  California  Senate  pre- 
scribe that  committees  shall  report  "as  soon  as  practicable,"  and 
in  Kentucky  a  member  may  call  up  a  bill  *'  after  a  reasonable  time. "  •• 

Although  it  is  clear  that  it  should  be  made'easy  to  place  a  bill 
before  the  house  after  it  has  been  in  committee  a  reasonable  time, 
to  place  a  bill  automatically  on  the  calendar  after  the*expiration  of 
a  certain  number  of  days,  as  is  done  in  North  Dakota,  robs  the  com-  i 
mittee  of  legitimate  selective  power.  No  bill  should  adorn  the 
calendar  without  the  favorable  action  of  a  committee  unless  at  least 
26  per  cent  of  the  house  are  willing'^to  assent  to  discharge  the  com- 
mittee. Thus  Delaware  permits  the  discharge  of  a  committee  after 
ten  days  upon  the  request  of  eighteen  (about  one-half  of  the  House)*' 
and  New  Jersey  at  the  request  of  fifteen  (about  one-fourth)  upon 
one  day's  notice.*'  In  Utah,  however,  the  speaker  alone  is  granted 
this  power  on  four  days'  notice,  and  in  North  Carolina  the  author 
may  recall  the  bill  after  five  days  in  committee.** 

*  For  ezporioDoe  of  Iowa  see  Shambaugh,  "Statute  Law  Making  in  Iowa," 
p.  224.  For  eoqMrienoe  of  California  see  Hickbom,  "The  California  Legialature  of 
1909,"  p.  12. 

*C«lifonii»  Senate  Rule  34;  KentuckyHouae  Rule  37. 
**  Bonn  Rule  27. 
**  Howe  Rule  67. 

••  Boon  Rule  3  (Utah);  North  Carolina  Houae  Rule  61.    In  the  senate 
North  Carolina  and  Ohio  and  in  both  houses  in  Indiana,  one  member 
return  after  a  specified  time. 


Frocedufr  tfi  >iiU-  l<.j 


'.rri 


It  in  tlic  riKht  of  a  house  to  fei  ineMttrM  tttion  H  i 
"  .  however,  the  dliebariB  of  m  eommtUw  m 

t>ocomeA  virtual  oiMter  oC  Um  iinMatfcm  MUniiiii  to  to 
ation.    The  riilm  of  Uie  Illinois  Houat  retqiiirv  m  nuiioHly 

'  to  disohArRe  a  oommitlM;  i««ai)r-fottr  bootv' 

n  And  the  rootion  mn  bt  tiitMiiiMrt  os  biti 

dA>'8  A  week.^    Now  York  likewtae  reqnirBi  m  90tmHm^komm\ 

ity  to  diioharge  a  committM,  but  the  motioo  OMWOi  b#  p«l 

the  oommittee  hAA  been  ten  dAyi  in  poaHMion  of  Ito  shm- 

Under  such  circumstAnces  it  is  pnetietBsr  topoMJMe  for  tto 

to  regain  poooeesion  of  a  bill  in  the  ha^da  of  an 

I1ie  situation  waa  so  serious  in  liieliiiaii, 

rule  a  minority  could  prevent  the  diaobarfps  of  a  eooa- 

throughout  the  session,  that  the  preaant  eonalitiitioa  pa^ 

the  legislature  from  paasing  any  rule  whieb  woakl  pravwii  a 

irity  of  the  ineml>erB  from  taking  a  bill  out  of  the  baoda  of  a 

it'tee" 

After  some  painful  experience  with  "piekling  em  '    ' " 

iftylvania  House  hAs  since  1013  permitted  atxty 
'  ird  of  the  body)  to  discharge  a  oommttloa 
iiys.     Here  the  difficulty  had  been  furlbar 
ruling  that  a  motion  to  discharge  a  committee 

rder  of  resolutions,**  whieh  wea  in  order  only  OD  Monday 
i  riday  morning.  The  Houae  never  oael  on  Ndagr  aad, 
aeasion  on  Monday  night  was  limited  to  one  hoar,  oppor> 
to  move  discharge  rarely  came.**  But  in  the  refonna  of  1913. 
^lutions"  was  made  the  fourth  order  of  rtcular  bosineas  for 
sitting. 
khiniiiv  M.ivi-iM.-  iiiMt  Mil  ...-nr-".-.  .  .".  ■  i  V-  • .  .:..'.  ! 

an  bu.sUU'.v>  R'purlt'tl  !■:"  ;.  !  .•'.>rr  a  -l:it«-'i  tn:,.-  in  f 

stice  that  is  perfectly  f»  i    i  !    where  the  time  for  in* 

is  limited.     Thus  one  portion  of  the  ^       "  Uvil^- 

Rule  12. 
I^ile  10. 

chiffOi  CoosHtutloDsl  GoovvBtioci.  I907-OS»  p.  tttl. 

r  1911  and  Mriier.    If  Ch«  moUon  lo 
the  Mondi^  niaht  hour  WM  shrayi • 
reftched« 
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would  be  gotten  over  with,  say  half  way  in  the  session,  leaving  the 
remaincirr  of  the  time  for  discussion  on  the  floor.  The  rush  and 
riot  of  the  closing  days  is  happily  avoided  in  Massachusetts  and 
much  credit  must  be  given  to  the  custom  by  which  the  presiding 
offieere  keep  account  of  the  manner  in  which  committoo  woil 
proceeding,  comparing  progress  this  year  with  the  calendar  of  1  . . 
year,  and  if  a  committee  is  found  to  be  dihitoiy,  they  do  not  hesitate 
to  apply  pressure.** 

There  exists  some  difference  of  opinion  as  to  the  advisability  .' 
requiring  committees  to  report  on  all  matters  referred  to  tin 
The  Maaeachusetts  special  committee  of  11)15  voiced  a  violent  pro- 
teet  against  the  practice  of  a  committee  report  on  every  measure. 
Committees  are  compelled,  they  argue,  to  consider  frivolous  meas- 
ure0»  and  the  calendars  are  crowded  with  adverse  reports  which  are 
seldom  overthrown  but  which  consume  the  time  of  l)oth  houses. 
The  recommendation  was  accordingly  made  that  a  committee  unan- 
imous against  a  bill  need  not  report,  thus  opening  the  way  for  prompt 
consideration  of  the  more  important  matters.®*  On  the  other  hand, 
it  is  urged  that  committees  be  compelled  to  report  every  measure 
and  that  the  house  take  formal  action  on  all.  But  it  is  a  useless 
waste  of  legislative  energy  to  require  committees  to  consider  mejis- 
ures  to  which  the  committee  is  unanimously  opposed  or  which  a 
reasonable  fraction  of  the  house  docs  not  favor.  Although  mere 
silence  should  not  stifle  legislation  and  to  escape  committee  tyranny 
discharge  should  be  made  easy,  it  is  in  keeping  with  the  dignity  and 
responsibiUty  which  a  committee  should  feel  to  allow  it  discretion 
in  selecting  measures  upon  which  to  devote  attention. 

Where  committees  are  not  compelled  to  report  upon  each  meas- 

*  Joint  Rule  10  specifies  at  what  time  the  final  report  of  all  committees  must 
be  in,  wfaieb  time  may  be  once  extended.  Three  days  after  the  final  limit  com- 
ndttMi  mail  report  ^ith  the  recommendation  that  the  bill  be  referred  to  the  next 
Oawnl  Court.  This  recommendation  is  of  course  perfunctory,  and  may  be  over- 
thrown without  opposition  from  the  committee,  although  it  requires  a  four-fifths 
▼ole  to  do  10.  This  permits  a  bill  to  be  killed  by  committee  by  mere  delay  unless 
an  ovendMhning  majority  is  in  its  favor.  The  advantage,  however,  is  found  in 
Xhmi  it  seU  all  Uie  bumnesB  of  the  session  before  the  house  in  time  to  dispose  of  it 
in  an  orderiy  manner. 

*  Committee  upon  Reform  of  Procedure,  1915,  report  pp.  43,  44.  In  191i 
1431  mettera  were  rtpcvted  advenely  by  unanimous  committee  vote.    ITiese 

reed  by  both  clerke  and  went  on  both  calendars.     Allowing  two  minutes  for 
sixteen  legUative  days  were  thus  consumed. 


Prnt^dtMTtf  it 

ore,  there  are  few  uiIvcim-  rvport«,  unfsvofvd 

being  allowtnl  to  ciio  without  formal  artioo;   and  is  vWv  of  (|m 

common  difficulty  in  diacharginf  a  oommitteo  thia  la  Uie  mumt  vay 

to  kill  a  bill.    Where  no  legialaiion  ia  panmiled  to  dto  ia 

A  negative  report  recommenda  thai  '^the  bOl  do  noi  paae' 

lo  bill  be  indcfiniti^ly  poatpoDod,"  and  aa  eoaaooty  adoplod  by 

loua  consent.    The  quoation  ia,  " Hhall  tlie  bill  he  f«}aeladT*' 

.  .  .;U1  the  report  be  adopted?  "    Verrooot  foond  thai  If  Iho  qiMO- 

I  were  put  "Shall  the  bill  be  read  a  third  tinoT"  aa  It  ummJ  for 

oniblc  reports,  Uio  indication  bainc  towards  ovartorQiiig  an  ad* 

' t  of  the  committee,  a  eommittae  report  waa,  by  the 

members,  often  rerersed  without  adoquala 
lia  House  used  to  allow  a  bill  negatived  la 

— '  the  request  of  sixty  mainban  (laaa  thaa  ott^ 

!  lier  praetiee  had  beeo  that  aueh  bills  eaaa 

-^ideration  as  those  reported  favorably.     In  1915  the 

1  majority  on  the  ground  that  boaaasa  H 

'  m  to  place  a  negatived  bio  OB  the 

i\  it  was  crowded  with  bilU  which  ultimately  never 

'ines  the  lower  house  has  l>ccn  known  to  surrender  ahaoluto 

;M)wer  to  the  committees  by  making  an  unfavorabia  rspoft 

il.**    On  the  other  hand,  the  Senate  of  South  Caroliaa 

I  negatived  bill  to  go  on  the  calendar  at  the  raquaat  of 

aiL'cr. 

hi  accordance  with  Uie  principle  to  relegate  all 
H  not  require  deliU'nitivc  action  to  hours  when  the  house  ia  aoi 
(^ion,  and  to  putjlinh  dispoitition  of  same  in  the  joumala,  it 
well  to  abolish  tlie  formal  reading  on  the  floor  of  reporU  of 
t  tees.  There  is  no  good  reason  why  they  should  not  be  filed  with 
clerk,  published  in  the  journal  and  calendar,  and  opportaaiiy 

"  The  form  of  the  quastion  was  chancBd  at  the  1917 

*•  The  oinloni  in  MiwHiri  m  to  ptm  Mcb  a  lenhaioa  a  few 

:.,  1913  H.  J.,  p.  746.    A  dmOar  lenlutiaB  via  fVMalad  ia  the 
1015  in  order  id  Mai  the  fate  of  the 
i  in  ftommittei».    At  fiist  it  was  Ibonibi  to  have 
f  thr  Htonn  ttirred  up  by  the  •laolnU 


L       ^i  inajoritar  raqufaed  by  the 
M,  25,  1915;  Chkafo  Trihmt,  Fflbcmry  94,  19ia.) 
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giveo  to  move  rejection  on  the  floor.     If  the  report  is  favorable  Du 
bill  oould  move  automatically  to  second  reading/* 

Steering  Committees 

No  discussion  of  the  committee  system  would  be  complete* 
without  some  attention  to  steering  committees,  which  control  the 
time  of  the  legislature  to  a  greater  or  less  degree  in  approxiinat 
three-fourths  of  the  states.    Their  function  is  to  guide  the  hou 
eepedally  during  the  last  days  of  the  session,  through  a  calen< 
ooogeeted  with  bills  too  readily  placed  thereon.     The  theory  is  tli 
in  the  tumult  of  many  measures  competing  for  consideratio'* 
important  matter  must  be  allowed  to  go  by  default. 

The  confusion  attending  the  closing  days  of  the  average  legis- 
lature is  notorious  yet  natural  in  so  far  as  it  arises  from  the  indolciu'^ 
of  the  members  and  the  spirit  of  procrastination  which  domina 
the  early  days  of  the  session.  Indeed,  the  very  existence  of  a  siftiug 
committee,  designed  as  an  escape  from  a  crowded  calendar,  con- 
tributes toward  the  confusion  and  operates  in  turn  to  congest  the 
calendar,  since  members,  who  are  only  human,  know  that  a  way  out 
is  easy  and  convenient.  Furthermore  the  hesitancy  or  lack  of  cour- 
age displayed  by  the  standing  committees  in  killing  the  less  worthy 
measures  contributes  to  the  final  congestion  and  resultant  demand 
for  a  steering  committee.  Just  as  the  po\ver  of  standing  committees 
developed  when  the  number  of  bills  introduced  had  become  too 
large  for  consideration  by  the  whole  house,  so  the  steering  committee 
emerged  when  measures  approved  by  the  standing  committees  in- 
creased until  a  further  selective  agency  became  an  irresistible 
temptation. 

Complaint  is  common  that  too  few  bills  are  checked  at  the  com- 
mittee stage.'*  Statistics  of  legislatures  chosen  at  random  demon- 
strate that  in  view  of  the  hundreds  of  bills  considered,  committees 
are  too  lax  in  exercising  their  selective  function  and  that  many  more 

**  In  Illinois,  Kansas,  Massachusetts  an4  Texas  reports  of  committees  are  not 
fmd  on  the  floor,  appearing  merely  in  the  journals.  In  Congress  bills  reported 
fmYormbly  go  automatically  to  the  proper  calendars;  an  adverse  report  is  laid  on 
tbe  table  unleH  a  request  to  place  the  bill  on  a  calendar  is  made  within  three  days. 
(RaleXm.) 

^  lUpUflB  to  the  questionnaire  of  the  Nebraska  Legislative  Reference  Bureau 
(1018)  of  but  five  states  could  be  understood  as  expressing  that  committees  exer- 
in  reporting  advenely. 


Frocedurv  in  MtU  l.<,j\d'iturr^ 


reach  the  debate  9tac«  thafi  the 

^         imee  tbe  ■enttmeiii  pn/nB^  tlMt 

un  their  merits  before  the  Mnmbled  bdOM.^ 

•ittitude  aaBumed  by  eommittees  towerdi  mfiitive  rrporu  co»- 

'      ~f  an  obligation.    At  the  1916  eeeiioo  llw  ee»- 

Senate  killinl  but  26  per  eent  of  billa  tntmd»eed 

lie  only  40  per  cent  of  Houm  bilk  met  tbMr  fate  to 

•  iiiiiiittcee.    In  Indiana  and  Kaoiie  lev  tluui  AO  per 

tiflod  in  committee  and  in  MiehigaB  le«  llna  40  per 

'^    The  percentage  of  committee  exeeutiooe  to  total  nttmber 

m1)>  .  on  irfrrod  in  New  York  averafei  aboot  tlitrtj4lve  ia  IIm 

AKMiiiil.    i.  !  ;!)irty  in  the  Senate.*    The  lower  houet  Ib  miBOie  li 

jan  exception,  for  nt  the  1915  Bcsfiion  rommitteee  chooircd  bmnv  ihoB 

.  ^f  ^)j^  l^jllg  referred  to  them.    The  full  lifiriieHMeof 

Iacknc88  ia  clear  when  it  is  remembered  thai  H  mstBS 
'  each  house  has  on  its  calendars  from  four  hundred  to  fifleea 
lunirrd  hills  which  presumably  must  be  debated  and  dispond  of  ia 
\Hiition  to  those  which  come  from  the  other  braneh  of  the 
Under  thcae  circumstances,  the  roisofi  i^itn  of  the 
committee  is  obvious.'* 

■       Steering  committees  vary  widely  in  the  several  eomrnon wealths 
ome  they  are  a  mere  servant  occasionally  employed  ae  a 
which  the  house  can  more  readily  express  its  will,    in 
..  y  are  in  fact  masters  of  the  legislature's  destiny,  in  whieh  ease 

kare  often  called  sifting  committees.    Steering  ffflnmiHosa 
in  the  most  innocuous  form  in  those  states  in  whieh  the  foao- 
«stB,  as  it  does  in  Congress,  with  the  regulariy  appointed 
rnittee,  which  may  report  a  special  order  to  facilitate 
—  of  A  measure.     If  they  are  sensitive  to  the  will  of  the  hooM  Ihosr 
'<«  nly  coiii^truct  an  expeditious  plan  by  which  legisUtive  boiiBam 
be  advanced  without  undue  obstruction.    Th^  thowfors 
introduce  elasticity  into  the  daily  program  by  propoaing 


''  In  South  DakoU  aU  bOla  except  thoee  of  the 
rted  favormbly  from  the  cominitteei     (BtataBMBt  ef  Dr. 
^\A\9  Historien.) 

**  Compiled  from  indieee  of  tbe  eererml  Jounudi  of  1015. 
"The  Baeamenl  Qyitem,"  pp.  H  «l  Mf. 
.tteeideelmoiefaotlyidUwitbbi]lifromtbeo«herhoen.    UOhb 

JOpereitofSeoatebilhimilediDboawiiiiiiiaii aadbtTptret 

is<<  hOle  in  nnate 
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oitlefB  altering  the  regular  routine  of  l)U8ine88y  since  the  house  is 
mble  with  the  help  of  the  rules  committee  to  suspend  tho  rcj^iilar 
order  of  businciis  without  the  delay  necessary  if  a  menihcr  in  his 
individual  capacity  should  propose  the  sarae.^  In  Pennsylvania 
and  Maiwachusette  reports  by  the  rules  committees  are  unusual, 
must  be  confined  to  a  sinsile  measure,  and  must  be  adopted  by  a 
majority  vote.  The  California  House  retains  its  control  over 
** rules'*  by  requiring  a  two-thirds  affirmative  vote  to  adopt  any 
modifications  brought  in  by  this  committee.  On  the  other  hand, 
the  Illinois  House  has  gone  to  the  opposite  extreme  by  providing 
that  any  special  order  proposed  by  the  rules  committee  stands  un' 
overthrown  by  a  majority  of  all  members  elected,^*  and  the  sa:..; 
is  true  of  New  York.  The  rules  committee  thus  becomes  a  very 
powerful  group. 

Several  states  have  gone  further  than  a  mere  steering;  k  ... 
mittee,  which  controls  discussion  occasionally  when  time  is  precious. 
by  creating  what  is  known  as  a  sifting  committee  to  determine  \\^ 
measures  shall  be  discussed  on  the  floor.     The  latter  is  made 
custodian  of  practically  all  bills,  the  hdTise  restricting  itself  to  tli 
measures  which  it  submits.     Usually  towards  the  close  of  the  sesfsion 
the  practice  is  to  adopt  a  resolution  by  which  the  make-up  of  <'"' 
daily  calendar  is  delegated  to  a  committee.     All  bills  accordin 
owe  their  advancement  to  this  committee,  the  house  having  vir- 
tually surrendered  its  selective  power.     The  Washington  House 
gives  complete  control  of  the  calendar  to  a  sifting  committee  which 
takes  charge  the  first  week  of  the  session.     In  Montana  after  the 
fortieth  day  the  steering  committee  reports  the  order  of  considera- 
tion of  all  bills  as  they  come  from  committee. ^^     Even  broader  are 
the  powers  of  the  calendar  committee  of  the  Kansas  House,  for  not 

*  The  ruleB  committee  of  the  New  York  Senate  haa  in  the  last  few  years  au- 
amned  this  function  when  the  minority  has  proved  obstinate.  The  first  time  thnt 
ii  faiierfered  in  the  onler  of  business  seems  to  have  been  at  the  session  of  1 
whm  m  speeia]  order  limiting  debate  was  brought  in.  The  ix)int  of  order  that 
pitipoaed  change  would  require  one  day's  notice  was  not  sustained.  From  this 
the  power  of  the  committee  soon  extended  to  reporting  special  programs  for  t^  • 
pfOfraM  of  a  meMure. 

For  an  aodount  of  the  evolution  of  the  Rules  Committee  in  Conp-css  >frr 
Ahnranrfer,  "  History  and  Procedure  of  House  of  Representatives, "  Chapter  X, 
and  4  Hinds  3152,  H  aeq. 

*•  House  Rule  12. 

"  MoDtana  H.  J^  1916,  p.  363,  and  statement  from  State  Library. 


it     irr;.  Uu»  CftlMMUf  l»Ui  tha  "  fijUOC  of 

..i.-i.i.-ciii..:,  ..I  -^^    '  ui aiitfii0to^  to  ti.'*    Ill  Mkmiri Mid 

raska  tho  sifting  commitiMn  nanM  only  ihom  bilk  wlUdi  uIm 

«dence  on  the  oalondar,'*  and  at  the  bat 

iiiittee  waa  raatrietad  to  naminx  for  wtnmtammA  iv» 

and  sixteen  private  bills  daily.     KoniMriy  Um 

^    The  power  or  the  iiltioimBfliliMol 

I  milariy  reduced  at  the 

rem  their  authority  appropriation  bills,  apeeiel  ordani  mm!  UlU 

on  the  oalendar  when  the  «  '(^ 

out  in  arooentatudy  of  the  !•  iciafaUuve 

^  make  the  connnittee  an  aiceney  for  preventing  rather  %hmtk 

•  Kislation  in  that  it  ooitoaiarity  iMilda  hitta  lUrtM  wHIh 

ic  House.**    The  Houae  doea  ita  own  aelaHinii  throudi 

;  tower  to  make  any  measure  a  special  order. 

.\  moat  extreme  example  of  a  sifting  nninmilt<ee  haa 

I  ted  in  the  New  York  Assembly  through  the  aognaaii 

«rred  upon  the  rules  committee  throughout  the  last  dajrs  ci  the 

The  system  is  so  notorious  that  a  brief  review  of  its  d^ 

lit  may  be  of  interest. 

As  early  as  1S32,  a  committee  of  nine  waa  erected  with  unuaoal 

r^>l(>(  tivr  fniu  tions.    It  could  by  unanimoua  vole  refer  a  bill 

mi:  artmn  t>y  tlic  coounittee  of  the  whole  to  aaeleei 

rt  complete,  t.e.,  ready  for  final  paasago,*  and  in 

^t  escape  debate  until  it  came  up  for  final  vole. 

i's  not  constitute  an  exaet  preoedeni  for  the 

iiiittee,  for  as  yet  standing  committees -had  not  been 

ve  unworthy  measures  from  eooaideralioo  by  the 

I  >oee  was  merely  to  relieve  the  calendar  of  the 

whole  upon  which  were  placed  all  bills  introduced  by  private 

i>  !ni><  rs.  I)ut  nevertheless  the  arrangement  did 

11  is  >7  the  select  committee  on  mlea  deprecated  the 

! tanned  the  transaction  of   business  through   "guiding  com- 

•  Kanima  H.  J.,  1915,  p.  MO,  RanfaitioB  87. 
.    i:...;.  i">  nt«  to  twenty  minutes  oo  one  I 
\\m.  p.  884,  Journal  1015. 
M\T  1  hurcau. 

'       '  H  J..  1913.  pp.  130M306. 

Statute  Law  Making  in  Iowa,"  pp.  M5  <f  m|. 
inud,  1832,  p.  38S. 
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miUeee"  as  fruitful  of  hasty,  improvident  and  fraudulent  legisla- 

tiOD." 

But  the  pressure  on  the  calendar  increased  and  in  1872  a  C(  • 
mitlee  was  created  with  power  at  any  time  to  report  bills  of  a  geni 
nature,  which  were  then  placed  upon  a  preferred  calendar  hiiw 
praeedenoe  over  unfinished  business.**    This  special  privilege  w 
denied  at  the  next  session,  but  in  1S86  a  new  committee  became  the 
recipient  of  the  old  power."    The  latter  committee  was  abolisl     ' 
in  1890  to  be  followed  by  the  all-powerful  rules  committee  of  is 

I II  the  session  of  this  year  the  rules  were  amended  to  provide  that 
all  motions  to  make  a  bill  a  special  order,  or  to  suspend  the  rules  for 
the  purpose  of  reading  a  bill  out  of  its  regular  order,  be  referred  to 
the  committee  on  rules.     This  committee  was  empowered  to  report' 
at  any  time  and  its  decision  was  final  unless  overthrown  by  t^ 
thirds  of  the  members  present. *•    The  next  year  the  exercise  of  1 1 
unusual  power  of  determining  what  measures  should  be  promoted 
was  restricted  to  the  last  ten  days  of  the  session,^'  and  this  li 
limit  remains  today."    The  number  required  to  overturn  a  rep 
of  this  all-powerful  committee  was  reduced  in  1900  from  two-thirds 
to  a  simple  majority  vote,  but  nevertheless  its  judgment  r* 
wellnigh  final  since  the  program  which  it  presents  is  in  p 
never  overthrown.     When  it  is  also  remembered  that  it  requires  at 
majority  of  all  the  members  elected  to  instruct  the  rules  cominil  f 
to  report,  its  obstructive  authority  during  the  last  days  of  the  -^ 
sion,  as  well  as  its  power  to  accelerate,  is  seen  to  be  immense.     Fur- 
thermore the  time  in  which  "Rules"  is  in  the  saddle  is  invarinl ' 
extended  beyond  the  prescribed  ten  days  by  the  simple  precaut  i 
of  setting  a  day  for  adjournment  ahead  of  the  date  on  which  the- 
legislature's  business  can  possibly  be  completed.^* 

It  is  the  custom  in  New  York  further  to  strengthen  the  position! 
of  this  committee  by  a  resolution  towards  the  close  under  which  all 

matters  pending  before  the  various  other  committees  are  referred- 

i 
■  New  York  Aswmbly,  Document  No.  7,  1857. 
■•  Neir  York  Asnmbly  Journal,  1872,  p.  603. 

•  New  York  A«embly,  Document  No.  5,  1887. 

*  AMembly  Journal,  1892,  p.  484. 
•»  Aaembly  Journal,  1893,  p.  2002. 
"  New  York  Aaeembly,  Rule  24. 
"*  In  1911  the  rules  conmiittee  was  in  charge  from  May  8th  to  October  6th. 

Am  a  rule  it  sovemB  for  a  month  each  eeeaion. 


|o  it.    'I'lKMicrfnith  "  HuIm "  lOAy  be  said  to  be  Um  only 
functioiiuiK.    An  bUia  in  iu  poMBHioo  mn  raportid  oot^  thty  mn 
made  special  orden  on  leeond  and  third  randfaic. 

It  would  l)e  hard  to  imagine  a  method  by  wWab  • 
more  completely  subject  itself  to  the  eooirol  of 
the  speaker,  who  is  ex-olBeio  ehairmao  of  ''Rube,'-  aad  ilill 
thn  form  of  a  freely  deliberating  body.    From  the  very 
th(»  committee  seems  to  have  abueed  ito  power,  the  epWl  of  HM 
standing  rules  being  wholly  repudiated     Bills  from  the  bottom  of 

*re  moved  to  the  top  without  attraeliiig  the  etlei 

~uld  have  followed  a  motion  put  to  the  hooae.    The 

I  fate  of  all  measures  fell  immediately  into  the  hsAds  of  thsM  mea, 

i  although  "  Rules"  quickly  begao  to  mooopoliae  the  time  of  the 

^.^>mbly ,  it  did  not  act  with  the  dleeretaon 

Ms  end  advocated,  vis.,  the  advaneemeni  of  importaai 

B^eh  otherwise  mi^ht  never  have  reached  final  action.**    The 

|^t>ti*f4>nA<«  with  which  individual  membem  surrsnderad 

sel  0  party  bossee  appears  from  the  two-thhds  vote 

sary,  uniil  1913,  to  instruct  *' Rules"  to  report.    But 

the  modiiied  rule  of  a  simple  majority  the  eommitlee  is  rarsly  eom 

pi'lled  to  act,  and  probably  the  first  instance  in  which  this  was  ao- 

coinplished  occurred  on  the  closing  day  of  the  1912  esmioii  after  e 

majority  of  members  had  informally  p«»tiUrtn«l  ihi»  eominItl«#  to 

reUas*'  the  bill  in  question  •* 

Miittee  of  the  New  York  Asseinl4y  does  not  re- 

li*  .  ..^.    .^..  of  the  doeing  hours  of  the  legsilatme.    If  it  did 

ould  be  some  justification  for  its  eslstenne     Its  influeeee 

>nd  a  mere  selection  of  meesiiiee  to  be  taken  up  by 

. . ,  lor  by  careful  managing  it  can  secure  the  peesscs  of 

irins  the  final  rush  which  would  meet  with  certain  de> 

iges  of  the  session,  and  refusal  to  report  a 

action.    Enjoying  as  much  parliameotary 

ibinet,  the  rulee  committee  neverthelsas  eeeapes  any 
ijiurt)  of  responsibility  before  the  people.  The  naHiieitto  of 
present  broad  functions  by  confining  them  to  the  preporatinn  of 


*TherukscommitlsswsscrftidisdiSf<w|yicyitswortLhithsaaiSWB 
tn  whi.  h  it  enioyed  iUpieMDt  power.  Stt  Amnisl  Beoocd,  faseed  by  Oky 
£onu  Club,  New  York,  1898. 

«  Report  of  ataant  UakMi— New  Yock  Oly.  1912.  p.  7. 
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proper  rules  for  the  government  of  the  Assembly  would  be  a  signal 
Inform.  It  would  require  the  legislature  to  take  stock  all  alonp;  the 
line  and  might  prove  the  first  step  towards  ofHcicnt  loKi^l«vtive 
methods  in  the  earlier  days  of  the  session. 

The  existence  of  a  sifting  committee  iscvidt^nco  of  the  hirakdowii 
of  the  other  legislative  facilities  for  eliminating  worthless  measures 
and  bringing  worthy  measures  to  final  passage.  If  standing  com- 
mitleeB  would  fulfdl  their  duties  and  the  house  were  to  exercise  dili- 
IQenoe  in  clearing  up  its  calendar  daily,  a  steering  committee  might 
survive  for  emergencies,  but  the  excuse  for  a  sifting  committee 
would  have  vanished.  Reliance  upon  a  sifting  committee  decreases 
the  sense  of  responsibility  of  other  committees  in  rejiortin^  ad- 
versely. To  counteract  this  influence  the  legislature  of  South 
Dftkota  abolished  sifting  committees  entirely  and  passed  resolutions 
to  eleer  the  calendar  each  day.^ 

"Legifllative  Reference  Bureau  of  South  Dakota,  in  reply  to  Nebraska 
QoHlkmiiatre  of  1913. 


CHAITEU   V 
PASSAC.K  OF  mUM 

Having  followed  the  ctmrm  of  l^ffUalioii  fmm  intnidttrliiMi 

1 1  conaidcraiion  by  <  n«,  we  mail  now  rrmtnfrrt  Um 

r  and  uicanB  by  whii  1.  ;;..  .tipilAture  expmMi  Hi  eoOtHhv 

i  upon  measures  which  Rurvive  the  ielectivr  powvft  PTirrrii'l  by 

ruling  committees. 

QUOSUM 

1 1  is  a  general  principle  of  parliamentary  law  that  a  dcUborolivt 

ly  cannot  act  without  the  presenoe  oC  a  quorum.    The  eoMlttii-. 

H  in  accordance  with  common  praellee  pf»> 

.      .   shall  constitute  a  quorum.    Indiana,  Tsnaa 

1  TcnncsDcc  have  placed  the  number  at  two-think.     New  York 

'  when  paasinc  appropriation  bilK  and 

•ont  places  the  quorum  at  two-think. 

cse  provisions,  however,  are  nullified  by  the  general  presumplion 

rum  is  present  if  no  member  raises  the  question,  whieh 

I  its  the  transaction  of  business  by  a  mnQ  mfaMfitj. 

propriation  bills  have  frequently  passed  the  New  York  Amemhly 

sa  than  fifteen  members  present,  although  the  Joonial  showad 

tie  constitutional  majority  voted  in  the  aflbmaliTe.'    Ap> 

priations    have    passed    the    Pennsylvania    Senate   with    but 

•  nil)ers  present.    In  fact  the  practioe  of  aetinc  without  a 

II  is  common  to  all  our  legisUtive  bodies.    The  jouraak  of 

rsc  do  not  disclose  the  al^sence  of  a  quorum  and  the  courts  will 

7'noe  to  impugn  them.*    It  is  but  fair  to  noln,  how* 

1  practice  is  possible  only  by  unanimoua  conMnl^  fdr 


>  Report  nf  n  rommiUM  of  the  CitiMOir  Unioa,  1913.    Ncv  Yofk 
{.slatfltth 

iiioaiben  in  pkM. 

'iSm  iludOor^ffMni/  v.  Beard,  80  Mieh.  552.     A 
'iber  and  oeating  another  wm  not  invalid  beeauye  of  no 
joumalii  did  not  diedoee  that  enough  wmthtn  had  be«i  mmtmd  lo  kll  Uw 
The  prenimption  of  a  quorum  wae  Dot  reliutied  bj 
oad  on  the  journal  at  a  later  dale. 

1631 


64  The  Annals  of  the  American  Academy 

it  ii  ahrmsrs  within  the  province  of  any  member  to  raise  the  question 
of  no  quorum.  The  mere  threat  to  raise  the  point  of  order  of  no 
quorum  is  sufficient  to  postpone  further  consideration  of  the  specific 
queition  under  discussion.  The  business  of  the  house,  however,  is 
not  seriously  interrupted  for  it  at  once  proceeds  to  other  matters. 
If  opposition  to  any  measure  has  been  registered  beforehand  no 
action  is  usually  attempted  in  the  absence  of  a  quorum.  For  exam- 
pie,  the  Illinois  House  customarily  devotes  Mondays,  when  a  full 
attendance  is  hard  to  get,  to  measures  on  the  calendar  to  which  no 
objection  has  been  expressed.  It  must  be  clear,  therefore,  that  in 
view  of  the  ease  with  which  a  single  member  can  obstruct  the  trans- 
action of  business  in  the  absence  of  a  quorum,  proceedings  under 
such  conditions  are  nothing  else  than  action  by  unanimous  consent. 

Printing  op  Bills 

Before  a  measure  comes  up  for  consideration  by  the  assembled 
house  it  is  usually  printed  and  placed  on  the  desks  of  the  memb( 
A -few  southern  states  alone  remain  exceptions.*  Printing  before 
final  passage  is  mandatory  under  the  constitutions  of  sixteen  Btatos; 
but  three  of  these,  Idaho,  New  York  and  Virginia,  dispense  witli 
in  urgent  cases.^  As  a  matter  of  fact,  bills  are  printed  on  introduc- 
tion'in  approximately  two-thirds  of  the  states,  and  in  the  remaining, 
with  the  exception  of  the  southern  states  noted  above,  upon  the 
favorable  report  of  a  committee. 

The  advantage  gained  by  printing  all  bills  on  introduction  is 
of  doubtful  value.  Maine,  Michigan  and  Minnesota  are  the  more 
important  states  whose  legislatures,  unless  by  special  order  to  the 
contrary,  print  only  bills  reported  favorably  from  committee.  The 
expense  of  printing  is  thus  reduced,  and  above  all,  the  files  of  i| 
members  are  not  crowded  with  measures  which  will  never  come  up 
for  consideration.  The  bill  in  the  hands  of  the  members  is  cor- 
rected to  include  the  amendments  added  by  the  committee,  tb 

'  Id  AUbama,  Georgia,  MisBissippi  and  North  Carolina  bills  are  rarely  printed. 
Rule  XX  of  the  PeiuiByhrania  General  Assembly  of  1776  permitted  no  debate  f"> 
fint  readtDg,  and  ordered  bills  to  lie  on  the  table  for  the  perusal  of  memlxjrs,  f 
bidding  any  member  to  take  them  from  the  house.    In  such  times  the  reading' 
UMtaxtoTabiUwuanAl  senrioe. 

« Indo-Digest,  Bute  Constitutions,  pp.  842,  843.  Four  states  forbid  con- 
iUermtioD  before  printing.  This  has  been  held  only  to  require  printing  iKjfore 
th»  bOI  b  debated.     (Ma9$aehuMtU  Insurance  Co.  v.  Trust  Co.,  20  Colo.  1.) 


Proemhtrg  t'n  Siais 

K  tbo  printed  copy  more  oeaHy  into  iu  6daJ  form.    Of  < 

*' >nal  interest  niAy  be  printed  ooiatfodttrltebgripMU 

1180.*    The  Ptoneylvmnia  HotiM  bit  ftdopltd  m  ««fk- 

;  compromiBe  by  wbicb  bilb  on  introducikMi  MV  ptiiilid  on  piak 

Tbisoopy  doee  not  soon  Um  deeka oI OMOibMi Io 

lot,  but  may  be  teeured  if  derired  at  the  oOaaaC  thai 

H.    Ab  bills  are  reported  (very  few  are  reported 

are  tbey  allowed  to  die  in  eommittee)  thiy  are 

i>aper  and  placed  in  membeiB'  filea.    In  ihii  eoaaaelioo  il 

iv  be  noted  tbat  Connecticut  baa  takao  a  etep  tefwarda  diffar- 

*-on  between  apeeial  and  feoeral  lawa  by  requiiiat  ^^^  ^ 

i)c  printed  at  tbe  expenee  of  the  petitkNMT  who  BMiei  in 

V  a  fixed  fee.*  The  New  Jeney  Aaembly  and  the  two  He 

' '  Island  alao  provide  by  their  nilee  tbat  the  coal  of  prtetii^ 

s  muat  be  borne  by  the  applicant' 

RKADlKOa 

Parliamentary  common  Uw  preeeribea  tbat  eaah  bOI  9hM 

I  •  (^ive  three  readings  before  it  aball  be  brought  up  for  final  paangk 

''«"'*  stagee  in  the  progress  of  a  measure  antedate  tha  use  of  Um 

t;  press,  when  copies  were  written  out  in  long  hand  and  read 

information  of  the  members.    But  the  naeeaity  for 

..^th  no  longer  exists  and  readings  are  today  of  no 

er  than  to  mark  successive  steps  in  the  advaooaoiaoi  of  a 

.  each  one  being  a  device  to  secure  adequate  delay. 

anlinK  the  reading  of  bills  occur  in  thirty-aix  state 

lis,  thirty-four  requiring  three  readings,  twcnty-fiire 

it  they  be  on  three  different  days,  and  three  that  not 

. ..  o  readings  shall  be  on  the  same  day.    Thirteen  atataa 

I  requirement  of  readings  on  separate  da)'a  to  be  relaaad 

a  vote  Urger  than  a  simple  majority,  although  in  firo  tba  Tola 

»,iun  the  question  of  urgency  must  be  by  ayes  and  Does,  aad  is  two 

I  it  must  be  entered  on  the  journals.*    The  mandate  whieb 


*  In  Maine  on»-third  more  are  introduced  Chan  are  prteied;  fm 
itneioU  about  60  per  eent  of  thoae  iDCrodtieed  are  pcteled. 

•General  Uwa  of  Ooon.  (1002).  11  32,  la 

'New  Jenqr  Aaembly  Rule  40;  Rhode  UmmI  BmmU  Role  M. 
Rule  38. 

"  Index-Digeet,  8Ute  Coutltutioos,  pp.  MO-^O,    la  CTiMiiJs  kSi  aaaaka 
lead  on  three  Mparate  days  ualeai  in  eaee  of  setod 
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thrae  reAdingn  on  different  days  is  salutary  as  contributing  to  dis- 
eomge  hasty  passage,  and,  when  absolute,  tends  to  li^^htcn  tlie 
prewore  during  the  last  three  days  by  preventing  the  introduction 
oC  meMuree  at  this  time.  Where  the  requirement  is  not  absolute 
it  may  be  of  little  effect  through  the  habit  of  granting  unanimous 
consent  to  its  suspension. 

Ordinarily  first  reading  is  merged  with  the  announcement  <  >f 
introduction,  but  if  the  constitution  prescribes  al)solutely  that 
there  must  be  three  readings  at  length,  first  reading  usually  do'-^ 
not  come  until  after  favorable  report  by  a  committee.  Thus 
Pennsylvania  and  Illinois  the  reading  by  title  on  introduction  does 
not  count  as  a  constitutional  reading,  and  an  additional  stop  equiva- 
lent to  an  additional  reading  is  made  necessary.  West  Virginia 
eieapes  this  extra  stage  through  a  provision  which  allows  the  sus- 
pension of  the  constitutional  prescription  of  three  readings  in  full 
by  an  aye  and  no  vote  entered  upon  the  journal.  Rather  than 
read  the  bill  in  full  on  first  reading  the  house  regularly  records  an 
aye  and  no  vote  on  a  motion  to  suspend.  This  is  a  useless  formality 
and  would  consume  an  inordinate  amount  of  time  were  the  roll 
actually  called. 

As  pointed  out  in  the  chapter  above,  the  custom  of  giving  iv 
readings  before  reference,  still  obtaining  in  some  legislatures,  is 
mere  survival  and  is  indefensible  now  that  no  debate  is  held  until 
after  report  back  by  a  committee.  Today  it  is  generally  consid- 
ered bad  form  to  begin  an  attack  upon  a  bill  before  the  debate  stage 
following  committee  report.  If  two  readings  are  had  before  refer- 
ence, debate  occurs  normally  at  the  report  stage  when  the  question 
is  either  on  accepting  the  report  of  the  committee,  or,  this  being 
perfunctor>',  upon  ordering  the  bill  to  a  third  reading.  Thus  is 
added  virtually  a  fourth  reading  without  increasing  in  the  least 
the  opportunity  for  deUberation.  Massachusetts  and  Maine  also 
add  a  fourth  stage  but  one  that  serves  a  somewhat  different  pur- 
pose. At  third  reading  the  question  is  put  on  passing  the  bill  f^ 
engroflsment  after  which  it  is  sent  to  the  other  house  for  concurrenc 
There  having  " passed  to  be  engrossed"  it  is  returned  to  the  house 
of  its  origin  where  it  is  "passed  to  be  enacted"  and  sent  again  to 
the  other  house  likewise  to  Ix;  "passed  to  be  enacted"  or  rejected. 
Final  paasage  is  thereby  separated  distinctly  from  the  preceding 
stagei^  a  procedure  forbidden  by  the  Constitution  of  New  ^'ork, 


Ft^eeduM  in  8UU§  UfUlatwrM  07 

which  compels  the  final  voU  to  Km  Ulmi  lOBK^ascij  louoviag 

thirfi  roiiflinR.    The  virtue  ol  the  MMnebanM  pin  k 

t4i  t  exists  to  slip  in 

b<>  *^nvo  approved  the 

*'l  engroiMd*'  stafs.* 

iiiiiiates  the  evil  which  caused  New  York  to  mart*  lyni 

«^^nal  passagf*.  rig.,  the  poatpoaaoMil  ol  BmU 

I  hill  a  third  time,  to  a  pfseoMWlsd  boiir 

rwi\  through  by  lof(  roUinff.    The  seosa  ol  the 

. ..  when  the  hill  is  ordered  to  ancrossnastt  aad  ftaal 

ly  an  opportunity  fur  the  mpwion  ol  a  mora  Matiira  jiidt> 

nt  Hftor  the  other  house  has  acted.'*    In  other  alalsa  tha  vole 

..  ..<.i^  usually  follows  immediately  upon  third 

:  (•  ivparate  orders  of  btMinesa  and  although 

luii  limy  tx'  postponed,  perhaps  to  secure  the  attemknet  ol 

.  iida  of  the  ineaAure. 

The  conHtitutions  of  five  states  provide  for  rsadiag  ol 
ItMigth  after  passage  and  before  signing  by  the 
1  iu>  purpose  is  to  guard  against  alteration  at  the  b 
oHk  ial  copy  of  the  act,  either  throug)i  fratid  or  error. 
;  >oriencc  has  shown  that  constant  vigilanee  akMM 
'-    onrolled  act,  the  utter  futility  of  any 

4  in  full  is  self-evident,  since  only  a  pretenia  is  made  al  f«l- 

tilling  the  constitutional  mandate.    Even  before  the  rsadbic  dsrk 

is  well  started,  impatient  members  interrupt  by  mm  ol  *'Aye,  aya." 

The  framers  of  our  state  constitutiona  aeem  fsneraDy  to  hava 

isidercd  the  reading  of  bills  at  length  to  the  sssemhliwl  house  as 

ail  effective  aid  to  good  legislation.    Today  twenty-alx  eooaliUH 


*  AmendnMOts  are  forbiddHi  sflsr 
the  final  vote  is  taken  beoodWi  the  oAdsloopy  of  tht  ML    HisaliRabUl 
Rule  53.    An  examinatioo  of  the  Jounali  wiU  tkom  thst  a  biB  epiae^eJ  by  hoili 
h'niM  St  the  "psMed  to  be  enpQend"  stsflB  sufos  Mltk 
^•e  enacted"  stage. 

'•  it  ia  true  that  no  csleodar  ie  kept  in  Hi—BliaMHe  af  I 
but  the  spesker  will  aive  notice  to  any  meoiher  of  the  timm  al 
ai  to  oome  up.    Frothinaham.  "A  Brief  Uielory  of  the 
mcnt  of  Maflaachueetta,"  p.  117. 

"  Keatuoky,  New  Mexioo,  Abbams,  Oklshnms  sad  LsiiMiia.  la  Ala- 
bama and  Oklahoma  two-thiida  msj  diipeass  with  il,  sadilbM  i^^  ia 
I^fHiJMana  unleae  five  requeet  it.    Indea-DigsM*  Slala  OoastfSaliaa^  p,  HL 
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lions  specifically  require  that  bills  be  read  in  full  at  least  once  before 
final  passage,  although  two,  Ohio  and  Virginia,  permit  the  man- 
date to  be  suspended  in  cases  of  urgency.  Fifteen  of  the  above 
require  three  readings  at  length.  Of  the  latter,  eleven  constitutions 
permit  one  or  two  full  readings  to  be  dispensed  with,  but  in  four 
the  proWsion  is  inflexible.  Such  prescriptions  betray  in  the  minds 
of  their  authors  a  wholly  unscientific  knowledge  of  human  psychol- 
ogy. It  is  difficult  to  believe  that  even  a  most  sympathetic  imagi- 
nation could  have  visualized  a  legislature  sitting  through  a  single 
afternoon,  earnestly  attentive  while  bill  after  bill  was  read  in  their 
hearing.  The  time  which  would  thus  be  consumed  alone  renders 
compliance  with  the  constitution  impossible.  Many  bills  are  long 
and  technical  and  their  reading  aloud  could  serve  no  useful  purpcv 
A  recent  chartering  bill  in  West  Virginia  covered  247  pages,  and  ^i.. 
honest  reading  would  have  been  a  sheer  waste  of  precious  time. 
Usually  the  clerk  reads  the  title  and  perhaps  a  few  words  of  the  text, 
consuming  but  a  fraction  of  a  moment  although  the  journni  ^'11 
show  a  reading  in  full.^' 

The  house,  however,  will  usually  recognize  a  demand  tliat 
the  bill  be  read  in  full  as  the  constitution  requires,  a  concessit" 
which  lends  itself  easily  to  obstructive  tactics,  since  it  is  easy  for 
minority  wishing  to  delay  action  to  demand  their  constitutional 
right.  Although  no  constitutional  mandate  to  read  bills  in  full 
exists  in  New  York,  the  Senate  of  that  state  W£is  accustomed  to 
grant  such  demand  until  the  session  of  1915  developed  an  extraor- 
dinarily obstinate  minority.  As  a  consequence  the  point  of  order 
was  sustained  that  the  right  to  call  for  reading  at  length  could  be 
exercised  only  in  the  committee  of  the  whole  upon  the  second  read- 
ing of  the  bill."  The  way  henceforth  is  opened  to  defeat  such  dila- 
tory methods  at  the  beginning,  although  the  minority  loudly  pi 
tested  that  their  constitutional  guarantee  was  being  violated." 

"See  article  "Improvement  of  Legislative  Methods  and  Procedure"  by  Ches- 
ter Lloyd  Jones  in  Proceedings  of  the  American  Political  Science  Association,  1913- 
11W4,  p.  191,  for  the  experience  of  several  states  with  the  constitutional  provision 
under  eonsiderataon.  More  complete  returns  collected  by  the  Nebraska  Legis- 
htive  Rofereooe  Bureau  bear  out  the  conclusion  that  the  requirement  is  not  only 
futile  but  harmful. 

"Senate  Journal,  1915,  p.  936;  and  New  York  Times  April  2,  1915. 

*•  Mr.  8.  B.  Scott  in  his  forthcoming  book  on  Pennsylvania  state  government 
lives  a  hif^ily  entertaining  instance  in  which  the  power  to  demand  reading  in 
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firoeedun  in  8UU§ 

Dbbatb 

It  i»  common  knowledfB  tlial  our  tUte 

longer  dclit>crative  bodiat  and  Umt  Umv*  b  lltik  rail  dabUa  oo  Ula 

or.     Dcbato,  such  m  it  is,  genermlly  oeeuffi  wbao  Um  hiU  aooMi 

;  I  the  firet  time  after  favorable  report  by  eowtnittoi     TWi  la  oa 

•end  reading,  unleae  it  ia  the  etiaiom  to  give  two  readb^  balora 

fcrcnce,  in  which  eaae  opportunity  for  debate  upon  the  marila  of 

•  asure  ariaea  on  the  qoeatioo  of  adopUng  the  repoK  or 
_    uo  bill  to  third  reading.    The  praetiee  of 
providea  for  no  real  debate  until  third  reading,  and 
I iiuat  immadiatoly  precede  final  aelkMi.'^ 
.  of  the  legiabttiTBa,  however,  ia  to 
ir>'  courM  by  separating  debate  and  final  aetioo. 
rmal  time  for  inf 
iiy  to  express  a  more 
I  measure  comes  up  later  for  final 
tilt  1  tore  is  usually  the  crucial  period  in  a  bill'a  hialory 
it  is  of  special  political  aignificanoe,  third 
excellent  opportunity  to  debate  the  merits  of  the 
iw  'I  a  matter  of  routine  aa  the  firat.    In  leapim  with 


nique  procedure,  only  a  few  billa  are  diaaaaaad  al 


iding,  debate  being  held  at  third  reading  upon  the  queation  of 
cngroesment.  As  noted  above,  final  paaaafe  ia  poatpoaed  imlll  the 
other  house  has  concurred  in  the  order  to  eogroaa. 

Most  legislatures  permit  bills  to  be  Uken  up  by  aeetioBa  at  the 
debate  stage.  As  each  section  ia  ooonderad  amaodmaDta  may  ha 
proposed,  and  it  ia  weU  that  here  the  houaa  abooM  mofva  dalibaf^ 
ately.    If  reading  by  aections  ia  poatponed  until  third  readiac. 


full  WM  invoked  m  a  diUUMry  OMMura.    Third  rMdiag  oT  a  hOI  eevariilg  iftr- 

two  closely  printed  pages  of  three  eolumne  each  in  the 

Thr  clctka  became  exhaueted  and  momhera  were  wmwrniaed  to  take  their 

whik)  kindly  peieoos  imrieted  that  the  leading  be  

octler  that  thay  might  foUow  it  on  their  aiaa    rtaaRy  a  mdiag  eq^  vie  ca^a- 
iied  to  read  eeveral  portloM  of  the  hiU  iianihaaeoa^y  sad  the  aaiorilar  Mllhal 

they  had  fulfilled  the  letter  of  the  Uw.    laaDi 
"AhOMuna,  Conneotieat,  Dttade^  Iova» 
akotaereportthatdebate faieoBMnoalydehorad— atfcWiiilg     la  Kaaae^ 
many  meesuiee  aie  iliemMeml  ia  Qenanittae  of  the  wholly  «hM  ie  the 


eeeond  leading  etage.    Meaeuree  whieh  eeeape  the  emMnliiae  rf  the  wkele  eee 
not  debated  uatfl  third  raadiag. 
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crroro  which  would  otherwise  have  been  disclosed  at  an  earlier  tim< 
are  not  discerned  until  it  is  difficult  to  rectify  them.  Yet  8tranKol\ 
enough,  the  ten  states,  which  by  constitutional  mandate  prescrilx 
but  one  reading  in  full,  specify  that  it  shall  be  the  last.** 

The  Committee  op  the  Whole 

At  one  time  the  committee  of  the  whole,  which  furnished  such 
excellent  facilities  for  discussion,  was  a  part  of  the  normal  proce- 
dure, but  the  general  spirit  of  speeding  up  today  pervading  legisla- 
tive halls  has  worked  for  its  downfall.  It  is  not  recognized  by  the 
rulc«  of  the  New  York  Assembly,  while  in  the  West  Virginia  Scnatf 
there  liave  l)ecn  but  two  committees  of  the  whole  in  the  last  twent  \ 
years,  and  in  Massachusetts  but  one  in  the  last  twenty-five  years.' 
The  rule  of  the  Pennsylvania  House  requiring  the  committee  of  tli« 
whole  on  all  measures  is  invariably  suspended  by  unanimous  con 
sent.  With  monotonous  regularity  the  journal  records,  "the  rul« 
requiring  bills  to  be  considered  in  the  committee  of  the  whole  beini 
in  this  case  dispensed  with."  Elsewhere,  however,  the  rules  generally 
provide  merely  that  the  committee  of  the  whole  may  be  ordered 
upon  a  majority  vote,  a  privilege,  it  may  be  repeated,  availed  of 
but  little.  Where  its  use  still  survives  the  procedure  is  for  all  bills 
favorably  reported  by  committees  to  go  on  the  calendar  of  general 
orders  and  for  the  house  to  go  into  the  committee  of  the  whole  auto- 
matically when  this  order  is  reached  in  the  daily  program.  Kansas, 
Michigan,  Montana,  Nebraska  and  Oklahoma  may  be  mentioned 
as  making  general  use  of  this  form  of  organization. 

The  advantages  of  the  committee  of  the  whole  are  such  as  to 
have  started  a  movement  for  a  general  return  to  its  employmeni 
In  it  the  restrictions  of  formal  debate  are  thrown  aside,  and  althougli 
the  personnel  of  the  meml>ers  does  not  differ  from  that  of  the  house 
they  come  to  it  in  a  different  frame  of  mind.  Its  purpose  is  franl 
discussion  and  deliberation.  The  committee  of  the  whole  ma\ 
hold  a  public  hearing;  as  for  example,  at  the  hearings  in  1915  \)\ 
the  Illinois  Senate  upon  the  bill  to  abolish  capital  punishment 

» Index-Di«B0t,  State  Constitutions,  p.  842. 

**  StelemeDta  in  reply  to  the  Nebraska  Questionnaire.    A  motion  to  go  im- 
of  Um  whole  in  order  to  hear  testimony  concerning  a  proposetJ  railroa' 
defeated  by  an  overwhelming  vote.     Massachusetts  House  Journal 
1015^  p.  1212. 
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■llie  Governor  and  otheni  appMred,  md^namd  tlw  flamita.  Mid  Mi 
"in  turn  <|ueatiooad  by  membaii.**  to  thia  eoooMliOB  h  OMy  b« 
noted  that  WiaooDtin,  wboae  rulea  pannit  Ilia  finwdtliii  ol  ^ 
whole  upon  a  demantl  of  onenitxth.  in  Ukinc  create  aad 
advaDtage  of  thia  mora  or  leai  tnfonnal  orfaalnCto  hf 
adminiatrative  offidala  bofora  it  8iieb  pioaadi—  ia  d 
in  the  considenition  of  money  Inllii,  whieh  aboold  be  laltts  op  ilaoi 
by  iu*m.  The  Illinobi  lloiuie  in  1015  adoplad  a  pmetk 
fntluwed  in  Kansas  and  Dklahoma,  by  which  bUla  at 

iv  be  referred  by  the  speaker  directly  to  tha  eoaunitlaa  61  Um 
the  idea  heinfc  that  upon  some  bills  it  would  be  Wifl  if  OMOH 
"'  uninfluenced  by  the  action  of  a  oommitlee.    TIm  nda  to 
been  of  no  effect  becaim  the  privilafa  of 
r  ation  by  the  whole  houae  haa  beeo  raroly 
. ...  ,K>88ibility  of  abuse  of  the  oominittee  of  the  whole,  whkh 
-  done  much  to  brinfc  it  into  diafavor,  liaa  io  the  abaanee  of  a«y 
ord  of  proceedin^i  therein  and  in  the  diapoailioo  of  the  houaa  to 
jiction,  without  a  roll  call,  the  adoption  of  amandmaata  iwporled 
ilniiom.    The  genoral   parliamcntao'  prindple  Ihni  the  tiym 
and  luH's  cannot  l)c  demanded  in  this  committee  ia  letofofead  by 
'     rule  in  many  states.    In  a  few  caaoa,  however,  aoow  lecord 
rv(Mi      In  Maine,  Illinois  and  Pennasrlvanin  a  leport  of 
'  H  in  the  stenog^phic  record  of  all  proeaedingi,  al- 
fing  the  memben'  volaaon  leeord, 
Mtttee  of  the  whole  moie  than  a  vary 
nal  occurrence.    A  small  fraction  of  the  oommitter  of  the 
ale  may  demand  a  roll  call  in  Kansas.  Kentucky  and  > 
it  common  practice  neglects  the  call  for  the  lo^oa 
Louisiana  seems  to  have  been  the  first  to  require  a 
of  action  of  this  committee  to  be  entered  on  the  joumal  aa  aiw  other 
T^rooeedingB  of  the  house,**  and  the  Arisona  Senate  aloM  haa  fol- 
ded her  example."    Where  the  constitution  requiraa  Ihrae  raad- 

»  liUnois  Seoate  DebatM,  1015,  pp.  443  H  Mf . 

»»ln  KanaMsnd  Ksotuoky  twwiiy-fiw  mkf  iW^wm  •  fdl  eal,  aad  la 
Itnwkaieo. 
••  House  Rule  07.    Aneiaminstinn  of  ike  joafaab  of  I.  ii  li^ai  twimh  tkat 
thi«  irt  usually  obsonred. 

^tatemoDi  of  Um  late  Ssoalor  Cunatir  of  AriMoa. 
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iwpi  of  bills,  consideration  in  committee  of  the  whole  is  counted  as 
the  second  reading,  although  this  was  not  true  formerly.^ 

Control  over  Debate — Obstruction 

Control  over  debate  is  always  possible  for  the  lower  housr 
through  the  simple  expedient  of  the  previous  question.     The  ii-n  li 
practice  of  the  upper  houses  likewise  permits  debate  to  be  clu-t-1 
by  this  means,  although  certain  restrictions  may  be  enforced,  sucl 
as  the  condition  that  more  than  one  member  must  second  the  mo- 
tion."   In  Connecticut,  Massachusetts,  New  York  and  X'ermont 
the  previous  question  in  the  Senate  is  not  in  order.     This  does  no< 
mean,  however,  that  cloture  may  not  prevail.     On  the  contrary,  in 
the  Massachusetts  Senate  debate  may  be  closed  under  the  rulos 
one  hour  after  the  adoption  of  a  motion  to  that  effect,  and  on  this 
motion  not  more  than  ten  minutes  can  be  consumed  in  debate. 
In  the  New  York  Senate  the  president  must  recognize  a  membc 
who  wishes  to  move  to  close  debate  after  the  measure  has  ben 
before  the  house  for  six  hours."    This  rule  was  adopted  after  experi 
cncc   had   persuaded   the  members  to   surrender   their  senatorini 
privilege  of  unlimited  debate,  but  immediately  was  rendered  inef- 
fective through  a  ruling  by  an  unsympathetic  president  that  the 
time  for  debate  might  be  extended  by  offering  a  substitute  measure, 
wliich  constituted  a  new  and  independent  proposition.^    To  escape 
this  impasse  the  rules  committee  began  to  report  special  limita- 
tions upon  debate,  and  cloture  in  the  Senate  became  an  accepted 
fact."     In  1915,  following  a  series  of  obstructive  tactics  by  the 
minority,  a  resolution  was  passed  to  extend  throughout  the  session 
which,  although  not  authorizing  the  previous  question,  accomplishes 
the  same  result.     A  motion  to  close  debate  could  be  moved  at  any 

"Sustained  in  Tn  re  Reading  of  BiU,  1  Colo.  641. 

■  In  tbe  seoateB  of  Virginia  and  Wyoming  three  are  necessary  to  demand  the 
pravioui  question.    In  Pennsylvania,  four,  and  in  Delaware,  five. 

••Senate  Rule  47.    Adopted  in  1882. 

•Adopted  in  1894.    8.  J.  pp.  125,  196. 

"S.  J.  1894,  pp.  191,  196  el  seq.  The  chair  was  able  to  defeat  the  will  of 
the  Ru^jority  by  refusing  to  consider  an  appeal  from  the  decision  on  the  ground 
that  no  queetion  of  order  was  involved. 

"  B.  J.  1897,  p.  1328.  This  is  believed  to  be  the  first  instance.  Debate  was 
limtled  to  two  hours. 
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time,  and  when  earned,  ghui  off  debate  immedtalaly; 
were  allowed  but  two  minutee  oo  roll  call  io  eaqilaui  tlMir 
The  Georgia  Senate  wbile  permltling  the  pf^^ioqi 
has  placed  unusual  restrictions  in  its  way  by  requiril^{  a  OMgottly 
to  sustain  the  call  for  putting  the  moikNi,  a  aolioo  to  a4ioHfli  or  Io 
lay  ou  the  table  being  in  order  befOM  the  qiMHikNl  OO  eloiiac  dehale 
is  taken,  and  by  f  urtlier  prescribbg  that  no  seoalor  bdUtn  yiildiim 
the  floor  shall  submit  any  motion  the  effeei  ol  wbiab  •M'  bo  to 
prevent  further  debate.'*  Thus  the  eiMtom.  widely  pfaotilieil  la 
the  Illinois  Senate,  of  making  a  motion  and  in  the  same  breath 
moving  tlie  previous  question  upon  it  is  impoMble.  Io  tho  iM>«wrft 
Senate  it  is  not  unusual  for  one  to  move  that  a  bill  bo  Ukao  op  oo 
third  reading  and  final  paseage  out  of  its  order  aod  ifluoadlolily  Io 
move  the  previous  queetion.  This  objeotiooable 
vents  any  debate  whatever  upon  the  measure  mat 
were  passed  perfunctorily,  all  disoussioo  having  beeo 
until  third  reading.  It  will  be  seen  from  the  foregoing  that  the 
dignity  of  the  upper  houses  of  our  legiaUtures  no  loofv  ^»— •■^ 
freedom  of  unlimited  discussion  and  that  the  meaiv  oC 
long-winded  tactics  are  universally  at  hand.** 


MS.  J.  1915,  pp.  083,  034.    Not  «v«i  quMlioQs  of 
order  after  the  motioa  to  dose  WM  esrried.    P.  U(K). 
•    **8eDstoRulee59,  122. 

**  The  developmeot  of  the  prevKNiB  <|iMiCioa  as  s  meuH  of  I 

'  tging  the  home  to  en  immediate  vote  upoo  the  metier  el  hsad  wee  tbar* 

reviewed  in  a  diaeueekm  in  the  Fourteenth  Cof^eei  itummtj  19^  Ulg) 

upou  a  motion  to  expunge  the  rule  wfaieh  pvmitted  It  to  be 

Outoo  pointed  out  that  it  was  originany  oaed  ia  rertiewl  Io 

'  ting  of  the  question  when  a  dedoion  at  the  lime  woold  be( 

la,  owing  to  the  delicate  nature  of  the  subleel.    If 

ried,  Hinrumion  of  the  main  question  wee  luependeH  and  dabala  taweed  lo  ibe 

~   *y  of  taking  a  vote  on  the  main  propoiitioB.    '*lte 

unpleeaant  dfemiMion  but  unpleeeant  deddoB."    Hm 
.    .Shall  the  main  question  be  now  put?"    (5  Hlads  6443,  and  for 
V.  p  209.)    Today  it  is  staled  negatively  in  BuVaoMm  m.,  **Tlmi  lbs 
-lot  now  put,"  beoauee  of  the  dmilarity  of  the  old  form  le  the  < 
inu^^     (May,  p.  260.)    Unlike  the  experieoee  of 

•ture  in  Parliament  did  not  proceed  from  ea  abeclivs  ass  of  lbs 
^vT><»r«  sueh  motion  Hill  reuina  its  early  porpeaa 
tion  wai  fint  invoked  lo  ebut  oO  dibeis  bi 
'    hoeeeskm.bovever.lbeipeakm's 
nnallve  predoded  fuflbw 
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Obstruction  in  the  state  legislatures  is  further  made  difhculi 
by  the  general  adoption  of  time  limits  upon  speeches,  which  m 
eitber  incorporated  in  the  rules,  as  in  the  lUiuois  Senate  and  Hon 
and  tbe  New  York  Aasembly,  or  are  more  commonly  enforced  by 
resolution  passed  al)OUt  the  middle  of  the  session.     In  this  manix 
Massachusetts  has  placed  the  limit  at  ten  minutes,  Kansas  at  fifteci 
and  the  New  York  Senate  at  five.*^    Obstruction  hius  but  rani 
presented  a  troublesome  problem  in  the.  state  legislatures  sine 
both  majority  and  minority  are  anxious  rather  to  speed  up  IcKisln- 
tion  than  to  impede  it.     Vigorous  use  of  the  previous  question  plus 
the  operation  at  times  of  a  steering  committee  with  power  to  restri. 
incidental  motions  has  been  generally  efTective  against  efforts  of  tli 
minority  to  impose  its  will  upon  the  majority.     Following  congrc 
sional  practice,  speakers  refuse  to  consider  dilatory  motions,  even 
going  so  far  as  to  deprive  a  member  of  the  floor  if  he  is  not  usin 
his  time  in  good  faith.^ 

by  a  ▼oie  of  103  to  14,  whicl;i  judgment  was  affirmed  later  on  December  1,  180 
bj  a  vote  of  101  to  18.     But  on  February  27,  1811,  the  House  reversed  itself  dur* 
lag  the  debate  on  Uie  Non-Intercourse  act  by  ruling  that  the  previous  question 
did  dmt  off  debate.    This  action  was  taken  during  the  last  days  of  the  session 
wfaeo  time  was  precious.     It  is  clear  that  tbe  previous  question  was  not  called  in 
throu^  miaundentanding  as  to  its  accepted  use,  the  speaker's  decision  in  accord- 
ance with  Um  precedents  established  on  the  two  earlier  occasions  being  overrule*  I 
but  becauae  it  aettned  to  furnish  a  convenient  instrument  of  cloture  when  oi 
waa  aadly  needed.     In  England,  however,  the  question  of  cloture  was  fought  ou 
on  ita  own  basis,  a  distinct  procedure  l^eing  constructed  for  the  puriwse.     (.S< 
BadUflh,  voL  1,  pp.  137  et  seq.  and  vol.  II,  pp.  227  et  seq.      For  a  complete  histor 
of  tbe  previoua  question  in  Congress  8ee  5  Hinds,  ch.  CXX.) 

Qoture  waa  not  admitted  in  Congress  without  a  severe  struggle,  and  al- 
tbouf^  no  precedent  could  be  found  in  Parliament,  one  at  least  existed  in  the 
lule  oC  Pennsylvania  Colonial  Assembly  (Rule  XVII  in  1776),  "If  at  any  time 
debate  prove  tedious  and  four  members  demand  that  the  matter  l>e  put  to  vot  • 
^leaker  shall  not  refuse  it."     McConachie,  "Congressional  Committees,"  p; 
28»  24,  states  that  this  rule  first  occurs  in  1703  and  that  a  rule  authorizing  the 
to  stop  superfluous  and  tedious  debates  appeared  as  early  as  1682. 

"  In  Illinois  Senate  and  New  York  Assembly  under  the  rules  a  member  may 
fifteen  minutes;  in  the  Illinois  House  thirty  minutes,  and  in  the  Waf^hinj^- 
tOD  Hooae  only  ten  minutes.     For  resolutions  limiting  debate  see  Massaeli 
Bouae  Journal,  1916,  p.  198;   Kansas  House  Journal,  1915,  p.  28;    Ne\v 
Senate  Journal,  1915,  p.  1589. 

•  Michigan  House  Journal,  1901,  p.  1234.  The  old  procedure  of  demandin 
rofl  caUa  on  aniendm<nits  to  the  journal,  sometimes  employed  before  iS|)ejik« 
Bead's  ruling  on  dilatory  motiona,  would  be  quickly  suppressed  today. 
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A  unique  method  of  ohitmiiUoo  «t0  mn^hf^d  ti  Iba  1915 
of  the  lUiooif  Seoata,  wImii  a  ilim^  ■yaoHlgr  «m  ailiiiiC 
to  prevent  the  naming  of  a  rules  mnmitiM  oati  tkm  raealti  of  mt* 
tain  contested  election*  could  be  known*  Tbo  eelnaM 
R»  H  iiiHtter  of  eoune,  was  to  offer  tamidmmU  lo  Urn 
iiniiiiiiK  the  committee.  Notice  would  Ihea  be  gi?eo  tliat  Um  mH 
day  reconsideration  would  be  moved  of  the  vote  by  wbkb  Ibe  mmwI* 
inent  was  lost,  which,  the  minority  huMomil.  ikiajod  MlbMl  apoa 
the  main  proposition  until  the  ^m^^^fi^tff^  wm  dbpoiod  of.  Tbo 
opponinK  view  of  the  majority  was  that  all  aacUkfy  motiooi 
oar  nod  t>>  the  niain  motioD  and  that  a  safaaCltiilo  omumI  bo 
lis  a  nii'thod  of  defeatiiiff  the  main  qoesCioo.  Aoeordingly, 
iimjority  fuially  went  ahead  and  paiwed  the  resolution,  bier 
nihng  th<     '  '   '     rhair  that  the  original  motion  wm 

()a«i<e<l   wi  s   were  pending.    Tbe  pn 

waM  of  the  minority  party  and,  as  cver>'  minute  was  valuable  in  tbe 
ran*  to  mnf  lol  the  maki^up  of  the  rules  rfwimfltoni  tbe  majority  at 
th(*  time  had  no  hcHltnncy  in  overruling  bis  daeiiioo.  It  was,  bow* 
ever,  a  tloubtful  parliamentary  proceeding  as  the  effect  of  a  motion 
to  riM^onsider  is  to  sunpend  the  original  proposition.* 
alone  has  guarded  by  rule  against  such  a  situation  by 
that  a  motion  to  reconsider  a  subsidiary  question  cannot 
ti  question  from  consideimtion  but  shall  bo  (Mapamd  of  al 

t!  tiiade.**   It  may  be  pointed  out  that  sucb  a  sHontbHioonbi 

not  jiriso  in  those  states  which  like  Pcnns>*lvania  do  not  admit  a 
notifv  of  rem  fion.    It  is  unreasonable,  bowover,  tbni  tbo 

will  of  the  nia,  iiould  be  defeated  by  sodi  paltry  means  and 

the  hiH>aker  would  have  been  justiBed  in  ruling  soeb  eoodnet  as 
dilatory.  It  is  sufficient  that  an  opportunity  he  given  later  to 
reconsider  the  final  vote  at  which  time  amendments  would  bo  opsa 
for  reconsideration  also. 

SUSPBNSION   or  THB   RUUM 

But  as  has  been  ahneady  indicated  the  danfaia  bi  higiilatifa 

*'  lie  rather  in  the  direction  of  too  little  dismiina  tbaa  bi 

I  ion  of  too  prolonged  debate.    No  rule  is  iavoksd  eo  oftea 

I     as  the  one  which  permits  dispensing  with  the  rules  so  tbat  bills  amy 

"5  Hinds  5704. 
*«  House  Rule  18. 
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be  hurried  through  in  several  minutes.    Only  indeed  where  the 
ooottitutional  requirement  of  readings  on  several  days  is  absolute 
CAD  undue  haste  be  avoided;  a  two-thirds  or  three-fourths  voto  to 
■oipend  the  provision  being  as  easy  to  secure  as  a  simple  majority. 
Rjtfely  is  a  division  necessary  to  secure  the  requisite  number,  which 
ie  usually  obtained  by  unanimous  consent.*^    Naturally  the  i  ■ 
fiequent  suspensions  of  the  rules  to  expedite  legislation  invo 
local  and  obscure  measures,  for  if  any  political  importance  attaches 
to  the  bill  the  minority  will  see  that  it  takes  the  normal  course.    A 
meml)or  announces:  "Gentlemen,  this  is  merely  a  local  measure, 
penonal  to  me  and  my  constituents  and  I  ask  to  have  it  put  on 
immediate  passage/'    The  house  is  not  interested  and  is  quite  will- 
ing to  act  blindly  upon  the  recommendation  of  the  local  member. 

The  usual  method  of  facilitating  passage  is  simply  to  omit 
certain  of  the  steps  which  a  bill  would  normally  take.     It  is     < 
uncommon  to  advance  bills,  as  they  are  reported  from  commit  h 
to  third  reading  subject  to  amendment  and  debate.     In  this  man- 
ner thqr  escape  the  customary  debate  stage,  which  occurs  either  at 
second  reading  or  on  the  motion  to  accept  the  committee's  report 
and  pass  finally  without  discussion.     Another  method  of  facilitating: 
passage  is  to  adopt  a  motion  to  consider  the  second  reading  as  the 
third  and  pass  the  bill  at  once,*®  or  to  order  that  a  measure,  reported 
from  committee,  be  engrossed  at  the  clerk's  desk  and  put  on  final 
passage.*' 

Unfortunately  for  the  public,  the  confusion  of  the  closing  hours 
is  greatly  intensified  by  indiscriminate  suspension  of  the  rules 
Indeed  where  constitutional  checks  do  not  prevent,  bills  may  Ix 
advanced  from  introduction  to  final  passage  in  a  few  seconds.  Obvi- 
ously such  proceedings  nullify  all  checks  and  safeguards.**  In  Del- 
aware the  Senate  will  admit  a  bill  on  introduction,  go  into  roni- 
mittee  of  the  whole,  receive  and  adopt  the  report  therefrom,  read 
it  a  third  time,  and  pass  it  as  rapidly  as  the  successive  motions  can 

"For  the  oonstitutional  provisions  which  permit  suspension  of  readings  on 
•eroral  days  tee,  Index-Digest  of  State  ConstituUons,  pp.  840-842. 

"Tbe.pnetioe  in  Waahington. 

"Ohio  praoCace.  Minnesota  also  frequently  moves  a  bill  from  conrrniitte*- 
report  to  final  passage  in  one  motion. 

**  Kaiwii,  North  Dakota  and  West  Virginia  are  the  worst  ofFenders.  In 
W«l  Virgiiiia  the  ayes  and  noes  on  the  motions  to  suspend  the  rules  appear  on 
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\)c  put.  Naturally  Mparation  of  the  mtwaI  fUfn  by  aevwiil  ihjrt 
dcM'H  not  f^uarantM  daUbenUkm  or  UMWgblt  bol  ii  doM  afford  mi 
op(>ortunity  for  them  and  a  ohaaeo  for  aajrooo  «li 
cMted  to  be  heard,  aa  well  as  for  wiftoalioo  of  the 
copy. 

Investigation  of  the  joumak  raveab  UmI  ia 
the  majority  of  buaineM  of  the  elottng  daya  la  dooe 
of  the  rules.    Only  billa  so  favored  eaa  Moore  allMlioft.    la  tba 
altoenoe  of  a  steering  eommittee  snapansioa  of  the  tvim  Id 
a  bill  out  of  its  regular  order  ia  the  house's  way  of 

from  second  to  third  readiag  aad  final  iHSMfi  vitkoal 
the  regular  order  and  the  ealendar  k  Ihoraby  raadaiwl 
futile.**  Michigan  and  New  York  have  sought  to  nasi  IIm  ovtls 
of  undue  haste  by  the  oonstitutiooal  prsnriplkMi  thai  all  bflh  be 
printed  and  in  the  possession  of  membsn,  fai  IfcflnMpa  fivo  daya 
before  final  action,^*  and  in  New  York  three  days  in  final  form,  thus 
rendering  snap  amendments  impossible.*^  The  rules  ol  the  Now 
York  Assembly  further  guard  against  smrpcise  by  the  profisioa  thai 
a  bill  shall  be  on  third  reading  calendar  two  days  before  beiaf  takaa 
up  unless  it  has  been  made  a  special  order,  in  whieb  ease  Udrd  load- 
ing is  permitted  to  follow  immediately  upon  seeoad.  Noliea  of  Iba 
special  order,  however,  must  appear  on  the  calendar  two  days  befofo 
consideration.**  Suq)ensioo  of  this  proeedure  is  gaaffdad  H^imA 
by  the  general  requirement  of  one  dajr's  notice  to  sospead  any  rola.* 
Yet  it  is  quite  common  for  a  member  to  secure  unanimous 
to  put  a  bill  on  final  passage  immediately  after  the  report  of  a 
mittee.  It  must  be  admitted,  however,  that  the  situalioo  Iba  lasi 
few  days  is  relieved  by  the  fact  that  the  daily  program  is  eoaiplelsly 
in  the  hands  of  the  rules  committee. 

Between  a  sifting  committee  easily  amenable  to  Ibe  will  of 
the  house  and  the  transaction  of  business  under  a  geosial  snspaa- 
sion  of  the  regular  order  there  is  a  real  eboiee.  The  advaatafs  of  a 
prearranged  calendar  which  gives  certainty  as  to  wbal 

M  MIdmmU  b«ciiit  thii  early  in  the 

••Art.  5,  Sec.  22. 

«Art.  3,  Sws.  15.    Of  ooune  if  Um 
dAys  IB  made  absolute  by  the 
fMhion  from  introduetion. 

•Aeeembly  Rulel2. 

•Aaemb^  Rule  6ft. 
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shall  come  up  is  wholly  with  the  former.     The  Senate  of  New  York, 
whieh  uses  a  steering  committee  but  little,  preserves  a  semblance  of 
ivfuiar  order  at  the  end  by  a  rule  that  all  hills  must  be  reforrod  to 
the  committee  of  the  whole  before  third  reading.**    As  the  session 
draws  to  a  dose,  ''General  Orders/'  the  calendar  of  bills  before  tl 
committee' of  the  whole,  is  never  reached  in  the  day's  bus! 
Consequently  a  measure  must  depend  for  advancement  upon  - 
ing  unanimous  consent  to  dispense  with  the  committee  of  the  whole 
and  to  order  it  directly  to  third  reading.     The  task  of  objectin^j;  i 
such  advancement  for  any  measure  is  delegated  to  the  majorit 
leader  by  his  party  colleagues.     The  minority  group  for  practic 
reasons  find  it  to  their  advantage  usually  to  remain  in  lino  ana 
consequently  a  single  man,  the  majority  leader,  determines  the  fato 
of  the  bulk  of  the  measures  which  come  up  during  the  last  days  « 
the  legblaturc.     The  grip  of  the  organization  is  further  strcngth(»n(;a 
by  the  ruling  that  motions  to  discharge  the  committee  of  the  whole 
must  be  made  under  the  order  of  ^'Motions  and  Resolutions,"  an 
order  seldom  reached  on  the  last  days.     It  is  therefore  impossi})le 
for  legislation  unfavored  by  the  organization  to  get  a  hearing.     The 
minority  must  behave,  since  it  has  legislation  on  which  it  will  a- 
unanimous  consent,  and  it  cannot  risk  discipline  by  the  majority. 

A  commendable  reform  would  be  to  allow  motions  to  dischar;: 
the  committee  of  the  whole  under  ''Reports  of  Standing  Com 
mittees/'  which  is  reached  early  in  the  day's  session.     ''General 
Orders'*  would  then  no  longer  serve  as  a  graveyard  for  l)ills  but 
rather  as  a  depository  for  them  until  withdrawn  by  the  senate  using 
its  selective  power  through  its  ability  to  discharge  the  committee  of 
the  whole  from  those  matters  which  it  wished  to  consider  at  the 
late  date.     A  great  many  measures  reported  from  standing  com- 
mittees on  the  last  few  days  escape  consignment  to  "General  Or- 
ders" by  gaining  unanimous  consent  to  immediate  advancement  to 
third  reading,  there  to  await  their  turn  on  the  calendar.     If  tin 
sponsors  are  unwilling  to  have  their  measure  lie  on  this  calendar 
until  it  can  be  taken  up  in  its  regular  order,  they  move  to  suspend 
the  obstructive  rules  in  order  that  it  may  be  rushed  through  i 
final  passage.     Upon  this  motion,  however,  one  day's  notice  is 
required,  and  when  the  motion  comes  up  at  a  later  day  members 
have  an  opportunity  to  defeat  the  rapid  progress  of  the  measur* 

«*8etiateRulel8. 


Froeethm  in  Htate  ijtgitlatvrrt 

'I'he  point  to  be  noticed  in  tluit  u/  uw  prBcucv  gi  loe  ;\em 
•  nnte,  few  bilb  are  ruibeii  from  ooou 

tit  due  notice  to  membeiB,  and  lo  thi^  cMmiI  U  ia  mi  ini 
over  the  haphaiard  meibodi  pfMlieMi 
1  measures  are  nmhed  through  by 
Kfiieral  auapenaion  of  all  rules,  but  sueb  easas  mtp  lbs 
*'    r  than  the  rule.    Although  very  auiosfslis,  %  om 

Ml  of  selection  prevails  than  in  fboss  IsgisbUttiw  whUk  kmm 
•  »ped  no  other  sifting  agency  than  hiMinii  by  gggalanai 
fit. 

AMBWDMBNTi 

\otwith.staiiding  how  accurately  and  skilfully  a  bQl  ouy  ba 
drafted,  amhiguiti«<  and  inconiirtwicias  may  erwp  ia  dm  to  lbs 
iiidertion  of  improper  amendments.  Aeeordiiigly,  OTimtnatfaa  of 
11  amended  measures  by  an  expert  before  Ibay  afs  pitl  up  for 
vote  IS  much  to  be  desired,  yet  only  a  few  stalas  prorkla  by 
for  such  revising  process.    Colorado,  Maine  and  llaamebi 

committees  which  revise  bills  before  third  reading  and  aiv 
;i  1  to  correct  inaccuracies,  repetitioos  and 

'I ...      .  .:il  work  of  course  is  done  by  darks 
.|>on  the  skill  and  experience  of  the  clerical  foree. 

>n  clerk  in  the  Senate  and  a  reriikm  mmmittw  Ui  Um 

..mine  amendments  while  the  biQ  is  yei  fal  Ibt  bmidi  of 

the  standing  conmiittee,  and  an  additional  eomoiillsa  oo  bflb  oo 

third  reading  is  maintained  in  both  houses.    Tba  Now  JsmQT  HoOM 

lt>aves  it  to  the  speaker  to  decide  whether  sinsnitmantw  sbol  bo 

ubmitted  to  a  committee  on  bill  revision  to  see  thai  Ibey  agirv 

witli  the  context.    No  bill  can  be  reported  fiom  a  eoouBtllos  in 

Connecticut  until  after  it  has  received  the  approval  as  to  form  d 

he  clerk  of  bills,  who  is  always  an  official  of  sevoral  years'  oipaffi* 

in  legislative  matters,  having  reached  tba  positioo  tbioogb 

iciuatic  promotion.    The  committees  on  rsriirfoa  fai  Now  York 

and  Massachusetts,  authorised  to  examine  the  grammaliral  fau>- 

linage,  correct  typographical  errors  and  make  Ibe  bfll  acoonpttA 

lie  purpose  intended,  employ  experts  for  tbe  work.    Tbo  work  oC 

he  New  York  committee  is  somewhat 

lity  to  report  amendments;   tb^  report  oMf 
which  do  not  force  consideratioo  as 
:  he  exception  of  Massachusetts  none  of  the  above 
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•ifeet  ehangtt  in  the  legal  sense.  The  revision  committee  in 
OOIMUI,  however,  may  call  attention  to  any  change  deemed  adv 
ble  M  long  as  the  propoeed  alterations  do  not  alTect  the  scope  of  t 
bill.  The  committee  in  Massachusetts  may  report  as  amcndmen 
ehangee  in  the  legal  effect.  It  will  be  seen  that  at  best  the  legis 
iuTBi  have  taken  only  half-way  measures  to  assure  that  bills 
hape  admirably  drawn  for  introduction,  shall  not  l)e  rendered  ambi, 
uous,  inconsistent  and  impo^ible  through  amendments  which  m 
be  adopted. 

Yet  regardless  of  how  thoroughly  measures  are  examined  a 
corrected  before  third  reading,  if  the  way  is  clear  to  introduce  ameni 
ments  on  final  passage  gross  evils  may  result.    It  works  out  abo 
as  follows:    "The  clerk  announces  the  reading  of  a  bill;  he  begin 
its  reading,  when  a  member  offers  an  amendment  which  no  oii< 
understands  but  himself  and  the  amendment  is  adopted.    Tli< 
reading  goes  on  and  the  bill  is  passed  as  amended.     In  the  hurry 
and  probable  confusion  of  the  moment,  no  one  but  the  mover  of 
the  amendment  may  know  exactly  what  it  is  or  how  it  affects  the 
nature  and  subject  matter  of  the  bill."**    It  can  be  appreciated  that 
members  are  loath  to  hold  up  amendments  presented  on  third  read- 
ing simply  because  they  do  not  understand  them.     The  course  of 
least  resistence  is  to  remain  quiet  and   acquiesce.     Accordingly 
a  prohibition  upon  all  amendments  on  third  reading  was  inserted 
in  the  New  York  constitution  of  1894,**  which  unfortunately  ha,s 
been  construed  to  admit  amendments  until  the  final  section  of  tb( 
bfll  has  been  read.     Yet  if  amendments  are  adopted  at  this  stap 
final  passage  is  delayed  by  the  constitutional  mandate  that  all  bill- 
must  lie  printed  in  final  form  for  three  days  on  the  desks  of 
members. 

More  than  thirty  legislatures  forbid  by  the  rules  amendment- 
on  third  reading.  To  amend  a  bill  which  has  reached  this  stage  it 
is  necessary  to  recall  it  to  second  reading,  adopt  the  amendment- 
and  advance  it  again  to  third  reading.  The  spirit  of  the  provision 
is  violated  by  the  practice  of  numerous  legislatures  which  permits 
a  motion  that  the  bill  be  called  back  to  second  reading  and  recom- 
mitted with  instructions  to  report  certain  amendments  forthwith. 

•  From  the  speech  of  a  member  before  the  Constitutional  Convention  of 
New  York,  1804.    Record,  vol.  I,  p.  479. 
•Art.  m.  Sec  16. 


Procedure  in  SinU  t^^UUiH^m  §1 


place  on  third  Uther  fUUa  dllMr  ptrmlt  <*  r«l« 


ilue  of  ordering  a  bill  back  frocn  thinl  to 

orucr  u>  amend  is  Iheielors  depwdMil  opos  Um  lis 

ipees  before  tlie  amended  mwiwiie  eooMi  op  for  inU 

« >hio  practice  is  followed,  amendments  on  third  rMding  (the 

le  for  amendments  in  Ohio)  are  reJMfed  to  a 

'.  the  person  proposing  the 

incos  immediately  that  he  has  amended  the  hOl  as  difwtod  bjr 

'  House,  which  acts  on  it  forthwith*    The  neaaaii  lh«i  fMS  al 

^^  to  final  passage.    Nothing  is  gained  by  this  wsIbb  fimida. 

L*e  all  the  evils  of  hasty  amendment  and  iisaasgm  sunrhre.    B«l 

'  he  bill  called  back  to  second  reading  to 

uling  in  the  order  that  any  bill  does,  if  H  Is 

it  it  goes  to  the  foot  of  the  third  reading 

lie  to  an  intelligent  oondiision. 

o.  effective  means  of  attainhig  the  desired  sod  oseius  fo 

national  requirement  that  all  ameadnMils  be 

ted  upon.^^    The  experience  of  those 

ontain  such  provisions  has  been  that,  the 

to  passage  the  moment  after  amendment  being  ramovsd,  the  mle 

which  sends  the  hill  back  to  third  reading  and  compels  H  to  eooM 

III)  in  regular  order  on  third  reading  has  been  oLssived  la  spiiH 

1  of  being  suspended  by  unanimous  consent.    Of  eottrse  eases 

in   which  the  amendment  was  hailaned  to  the 

cived  back  in  half  an  hour  tobepaased  haslfly,  b«l 

as  this  invoIvoA  considerable  diflficulty  they  are  oomparmtivtij  rare. 
lie  that  all  amendments  shall  be  prtatod 
...V  >.  MM  rely  strike  out  matter  and  propose  oethfaii 


*V»     I.  uv* 


I         4»r,it..r, , .  IV   I  -    rnlormdo  V,  22;  Idako  Ul  15; 
(  lounn  ill,  11;  PMUMorhmaia 111, 4. 

lo.  127.)    It  nay  bs 
abillia 

I  till  .sed  bill  ite  pnaUd. 
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has  given  rise  to  some  doubt,  but  better  opinion  seems  that  printin 
•new  is  necessitated.  Pennsylvania  came  to  this  view  in  1913, 
although  earlier  custom  had  been  to  put  the  bill  on  final  passapo  n 

ODCr. 

Amendments  whether  priiiiml  or  not  should  he  altarlied  !> 
nsponsible  clerks  to  the  copies  of  the  bills  on  the  files  of  mcnibei 
A  busy  lefpslator  should  l)e  able  to  refer  easily  to  the  whole  measuK 
but  has  no  time  to  clip  amendments  from  the  journal  and  past 
them  on  a  copy  of  the  bill.  Vermont  makes  tliis  possible  in  a  Ic- 
satisfactory  manner  by  printing  on  the  calendar  the  citation  to  tli 
pagsof  the  journal  on  which  the  amendment  may  be  found,  whil 
Massachusetts  inserts  it  therein  in  full. 

Amendments  are  usually  disposed  of  without  roll  call  unle- 
the  ayes  and  noes  are  demanded.  Alabama  is  an  exception  to  tli 
general  rule  in  that  her  constitution  requires  the  names  of  all  thos 
voting  to  be  entered  in  the  journal.^' 

It  is  possible  that  a  bill,  passed  by  one  house,  might  be  coii! 
pletely  modified  by  amendments  introduced  in  the  other.     The- 
amendments  might  then  be  adopted  by  the  first  house  without 
roll  call.    The  measure  in  its  final  form  would  thus  escape  a  recoi  <  !<  i 
vote  in  the  house  of  its  origin,  although  the  constitution  mijilif 
require  an  aye  and  no  vote  on  the  passage  of  all  measures.     In 
order  to  render  this  practice  impossible,  the  constitutions  of  seven 
states  require  that  votes  of  one  house  on  concurring  in  an  amend- 
ment of  the  other  be  entered  on  the  journal .*°    Today,  however,  tli 
constitutional  prescription  that  final  passage  shall  be  by  ayes  an<i 
noes  entered  in  the  journal  has  been  generally  interpreted  to  imply 
that,  although  a  bill  has  once  passed  the  house  on  a  recorded  vot< 
concurrence  in  amendments  adopted  afterwards  by  the  other  i< 
quires  a  similar  vote.*^^    Thus  it  becomes  impossible  for  either  hoii> 
to  escape  going  on  record  on  the  measure  in  its  final  form.     IndiaFi 
is  an  exception  in  that  measures  returned  with  amendments  to  1 
concurred  in  do  not  come  up  a  second  time  for  final  passage  but  ai' 
accepted  by  a  viva  voce  vote. 


ive  Journal,  1913,  p.  3632. 
••  Aluhama  IV,  64.    Of  course  it  does  not  follow  that  there  is  always  a  r« 
mUcmU. 

Colocido  V,  23;  Louiaiana40;  Mississippi  IV,  62;  Missouri  IV,  32;  Penii 
in,6;  Virginia  IV,  6;  West  Virginia  VI,  31. 
*  The  ooostiUitioiiB  of  three^ourths  of  the  states  contain  this  provision. 


The  prevailing  prectioe  in 
one  house  to  meMures  which  have  tJgmdy 
itKelf  to  grave  abuae  through  the  power  of  Um 
call  theni  up  at  will  aji  meHogaa  from  tbo  Other 
onahlod  to  select  the  most  favormble  time  to 
»Such  control  over  the  fate  oC  gmeBdmeoli  woold  be 
upecial  or({cr  of  bueiiieaB  were  devoted  to  nnnrideritir 
from  the  other  house,  and  if  ameiidiiieBte  in  whkli 
(leMired  were  pUced  on  the  calender.  Preeaotlooe  of 
arc  taken  in  Vermont.  Not  only  aie  roembefi  lafonoed  of 
tiif'Dts  from  the  other  house  by  their  appearaoee  b  f ull  on  tlM 
oiular,  but  a  definite  time  is  set  aiSde  for  their 
tlie  order  of  bumnotw  of  Senate  (or  Houae)  propoaab  of 
A  rule  of  the  New  York  Assembly  in  likewke  dwigneil  to  eamfo  de- 
li Iteration  on  such  propoKab.  Amendmenta  made  b  the  Seoale  to 
measures  passed  by  the  House  are  to  be  rebned  to  the  eommiftoe 
which  originally  reported  the  meaeure,*  but  unfortiUMlely  thb  b 
never  observed. 

There  remains  one  possible  reform  eoneeming  the 
of  ainriidments  which  can  be  stated  very  brbily.  Under 
IKuhaiiuMitar>'  law  amendments  once  adopted  by  the 
y^'roml  reading  cannot  be  8truck  out  on  third  reading  unbai  a 
tion  to  reconsider  has  been  carried.  Motions  to 
retracing  the  atcps  by  which  the  bill  passed  seeoc 
Kul)ject  to  the  restriction  that  they  must  be  made  within  a  eertab 
time,  usually  twenty-four  houre  after  the  vote  proposed  to  be 
sidered  has  been  Uken.  Great  inconvenienee  b  apt  to  arbe  fi 
the  difficulty  of  modifying  an  amendment  ooee  adopted,  ahoold  a 
minority  prove  obstructive.  On  the  other  hand,  ameadmenl 
posed  by  a  committee,  although  a&lopted  by  the  house  wheo  It 
to  the  report  of  the  committee,  are  not  treated  as  an  integral  part  el 
the  bill  and  can  be  altered  or  stricken  out  at  will.  The 
here  is  simply  to  provide  a  similar  method  of  striking  out 
ments  offered  from  the  floor  and  adopted  at 
hoy  !)c  found  undesirable  at  third  reading. 

••  Anembly  Hule  11. 
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Roll  Calls  on  Iinal  Passage 

Roll  call  on  the  passage  of  each  measure  is  required  by  tlu 
constitutions  of  thirty-six  states."    The  New  England  States  aiv 
exceptions.    Among  them,  however,  the  ayes  and  noes  may  \u 
demanded  by  a  fraction    of  the  members.    The  constitutional 
rtHiuirement  of  the  roll  call  on  the  final  passage  of  bills,  or  in  con- 
curring in  amendments,  is  of  doubtful  value.     The  journal  of  tli' 
(')hio  House,  selected  at  random  from  those  of  several  states,  record 
fifty-one  roll  calls  on  the  last  day  of  the  1915  session,  and  twent\ 
roll  calls  were  not  unusual  upon  an  ordinary  day,  although  thci  < 
were  121  names  on  the  roll.     On  the  last  day  of  the  1914  session  o 
the  New  York  Assembly  there  were  208  roll  calls,  the  roll  containiiiL 
150  names.    Similar  cases  could  be  multiplied  in  every  state  whic-li 
requires  roll  calls  on  final  passage.     Now  it  is  impossible  to  call  t 
roll  of  150  names  honestly  in  less  than  fifteen  minutes.     On  tin 
basis  thirteen  hours  would  have  been  so  consumed  in  the  House  o; 
the  last  day  of  the  Ohio  Legislature  and  fifty-two  hours  in  the  Ncn 
York  Assembly.     An  ordinary  day's  session  would  have  to  dcvot 
five  hours  to  roll  calls,  for  the  states  have  been  slow  to  devise  mechai 
ical  contrivances  for  recording  votes.     Wisconsin  led  the  way  n 
the  present  session  by  adopting  an  electric  voting  machine. 

Roll  calls  on  numerous  measures  are  possible  simply  becau.- 
the  roll  is  not  called.     Go  through  the  journals  of  any  of  the  thirt> 
six  states  mentioned  above  and  you  will  find  measure  after  measui 
upon  which  no  dissenting  voice  was  cast.     Indeed  a  real  divisio 
will  occur  with  conspicuous  infrequency.     The  results  of  the  20 
roll  calls  in  New  York  to  which  reference  has  been  made,  show  th;i 
only  fifteen  record  as  many  as  five  votes  in  the  negative,  and  of 
these  only  eleven  could  be  called  real  divisions.     Since  many  meas- 
ures meet  with  no  opposition,  an  experienced  clerk  can  tell  as  soon 
as  he  has  called  half  a  dozen  names  whether  further  call  will  reveal 
any  negative  votes.     If  none  are  apparent  the  rest  of  the  roll  is 
called  very  rapidly  and  a  member  must  watch  carefully  to  catch 
his  name,  if  indeed  it  be  called  at  all.    A  skilled  clerk  of  the  Penn- 
sylvania House  has  been  known  actually  to  call  207  names  in  59 
.  seconds.    Under  the  short  roll  call  of  New  York,  names  of  but  a 
few  membere  are  called  by  the  clerk  and  the  bill  is  declared  passed 

"  Indn-DicMt  of  State  Constitutions,  pp.  844-^5. 


tn 

by  an  arbitrary  number  of  roim,  Btfwd  fvialid  dipt  of 
one  hundred  nainet  are  employed  for  Um  iNtrpoM  of  miirfif  op  IW 
journal ;  they  are  pasted  in  the  joumal  and  Um  ooaHO  llMraoo  oio 
recorded  as  voting  in  the  aAnnative.  A  mMPhw  «Im  wUbm  lo  go 
on  record  in  the  necatiTe  mutt  riae  and  aiUMNtaao  Um  ImI  lo  tfco 
clerk,  unleM  he  haa  siven  notice  befor«liaad«  and  bii  omm  will  bo 
croned  off  the  list  and  written  down  oo  Ibo  oafyivo.  lo 
that  the  records  will  be  eooskteiii  oienbero  who  bovo 
for  the  day  are  oroesed  off.  Billa  are  thus  pMoad  at  tbo  rolo  of  ooo 
a  minute  sometimes  with  not  more  than  a  corporal  s  guard 
Undoubtedly  the  spirit  of  the  conntitutioo  ia  viololod. 
intended  was  an  tmnr^nt  roll  mil  uith  nnporlooitgr  to 
or  no. 

Yet  perhaph  the  Kituation  in  not  no  serious  as  boom  hovo 
clared,  for  a  practice  so  general  must  hare 
It  must  be  remembered  that  the  quick  roll  call  is  simply  o 
of  acting  by  unanimous  consent  in  cases  in  which  tho 
requires  a  recorded  vote.  Usually  a  member  can  hoTo  a 
call  if  he  asks  for  it,  and  by  the  eustom  of  many  letMatiiios  may 
demand  its  verification.**  True,  inaiste&ee  upon  a  slow  roO  eoll  U 
apt  to  be  unpopular,  for  a  man's  coUeaguea  are  impattot  to  have 
their  measures  reached ;  but  here  agiun  enters  the  elemoBl  of  unuii- 
mous  consent.  The  use  of  an  electric  Toting  maehine  worfd  proho- 
biy  increase  the  number  of  real  diviiioos,  but  hoMMo  by 


M  Mr.  Bsksr,  addnanng  the  N«w  Yofk  riwirtitiiHwMl  Om^mOm  of  Wit 
{liccord,  p.  1301)  Mid:  "I  know  for  a  fact  that  duriag  Um  hfll  two  ds|«  d  lbs 
IK....  .1..  .1..L.  paawd  more  Icgidatkm  than  the  body  of  the  Room,  mi  fli 
ii<  ing  to  adjoam  aiKl  leave  the  cMy,  a  naMtsr  oliW 

n<  .at bOle they hMl voted."    8oit 

cii'..  •-ro  inveoUon. 

The  a.  idifaUioo  of  the  New  York 

1906,p.22^  tocMqoe.    At  that  iii  linn  the  <l»k  kadi 

lifltaofnan^  ike  of  variety;  the  teleetioa  of  the  fam  to  be  i 

nrliitrary. 

»  New  York  is  perhape  an  eaceeptJon  dnee  the  ptoaidfag  eAsa 

>  t  hat  then  muct  be  a  suhetaatael  doaaad  for  a  rol  esl.  ii»  « 
o  content  with  befaig  reeorded  ia  the  oiOB^^rei    {pOmmf  Vt 
iUon,  Report  lOIS,  p.  S.)    Of  eoom  thve  ka«« 
vfiirh  the  itaTd  rule  of  the  ifMki 
'^  have  beM  ittweprded.  b«t 
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mam  oonaent  would  continue  in  the  absence  of  a  quorum,  sin* 
the  record  of  the  machine  could  be  modified  upon  the  journal  t<> 
meet  constitutional  mandates.^  If- the  constitutional  rcquiromoiit 
of  a  roll  call  on  any  and  all  measures  were  abolished,  a  record  of 
real  divisions  would  still  be  preserved  through  the  power  of  a  smsill 
minority  to  demand  the  ayes  and  noes.  During  the  1910  session 
of  the  MassachusetU  House  there  were  but  eighty-nine  roll  calls 
on  all  subjects,  yet  each  represented  a  real  division  of  opinion.  It 
true  explanation  of  the  short  roll  call  is  found  in  the  anxiety  of  mem- 
bers to  speed  up  legislation  upon  which  they  have  not  had  time  to 
form  opinions,  and  to  seek  for  fundamental  reform  through  new 
methods  of  voting  is  to  mistake  symptoms  for  causes. 

Counting  a  Quorum 

The  simple  expedient  of  counting  towards  a  quorum  tlujsi! 
physically  present  although  the  fact  is  not  revealed  by  a  roll  call, 
following  Speaker  Reed's  famous  ruling  of  1890,  is  now  generally 
accepted  by  the  states,  even  finding  a  place  in  the  rules  of  a  few." 
Speaker  Reed  and  those  who  supported  him  were  able  to  find  num< 
ous  precedents  among  the  state  legislatures."  In  1874  the  Speak (i 
of  the  Massachusetts  House  ruled  that  the  constitutional  require- 
ment of  a  quorum  was  satisfied  by  physical  presence,  and  in  1883 
the  president  of  the  Pennsylvania  Senate  counted  a  quorum.  Fol- 
lowing the  punishment  in  1882  of  a  member  for  contempt  in  refusing 
to  vote,  the  more  expeditious  method  was  likewise  adopted  in  1883 
by  the  New  York  Senate.  At  the  session  of  1892  the  same  bo(l\ 
fell  back  upon  the  older  practice  of  punishing  for  contempt  memlxjrs 
refusing  to  vote,  although  it  seems  evident  that  the  purpose  was  to 
find  authority  for  measuring  vengeance  to  three  senators.*^*    How  - 

"The  mtroduction  of  an  electric  voting  machine  in  Wisconsin  has  been 
wboUy  booeficuJ,  inasmuch  as  the  number  of  roll  calls  has  been  increased  and  life 
injectad  into  the  sesBbn  generally.    Wisconsin  requires  no  roll  calls  on  final  pas- 
uifleH  on  demand  of  one-sixth  and  therefore  each  is  a  real  division.    The 
wwmmaH  being  negligible,  the  temptation  to  short  roll  calls  where  the  ma- 
is  used  would  be  materially  reduced. 
»» Found  in  the  rules  of  the  Florida,  New  York  and  Ohio  Senates.    By  the 
of  both  houses  of  Virginia  members  present  but  not  voting  shall  on  the  de» 
~  of  ooe  be  counted  in  the  negative.     (House,  69;  Senate,  51 .) 
■*SseCoograsBionalR«oord,51  Cong.,  1  Sees.,  pp.  915-916;  1161-1162;  12 
Indisna,  Massachusetts,  New  York,  Ohio  and  Pennsylvania  were  cited. 
••Sse  BrooUyn  EagU,  Jan.  27,  1892. 


over,  in  1*.M)2  couiitinK  n  ({uoruiii 

The  lefpiilaturoD  of  pmcticnlly  ail  Um  tiUktm  Itqvii'  •-  Umi  • 

member  vote  and  that  fuiliirt*  to  do  fo  eoaMk«te  '   l^^i  tl 

threat  of  contempt  nhould  fail  the  liody  woold  ^  t  lo 

counting  a  (|Uoruin.*'    It  b  qumtionable.  m  0p»^  •  — 

u  letter  to  a  memlter  of  t  hr  New  York  (  oawitioB  . 

un  tuiMcmbly  has  thi*  riicht  to  make  a  man  vola,    A  pmwam  mnk  ao 

opinion  should  not  U*  mnch*  to  i^prrNn  one;  it  h  rnniijli  llMii  lio  ba 

compelled  to  acc|uii*Kce  in  the  nitult  and  the  fart  of  a  qvonm  b  Mt 

disturbed  by  hia  ailence.** 


KNtiKOHhUK.NT  AMD   KxaoUJIl 

It  is  worth  while  to  devote  tone  atteatioa  U>  Um 
of  the  oflicial  copy  of  bills  and  to  the  talefuanli  eipioyad 
(lishonet^t  or  rnrclos  engroHQienta  and 
New  England  the  engroeeed  copy  is  tba  one 
passage  as  the  authorized  bill.  Having  received  Iha  approval  of 
both  houses  the  enrolleii  bill,  now  in  Uic  fonn  of  an  aH«  it 
from  the  engroesed  bill.  After  being  ticned  by  the 
of  l>oth  houses  the  enrolled  measoia  goes  to  tlia  g0fwor  for  lis 
approval.    Upon  receiving  his  signatore  it  beooowa  Hit  ottckl 

tatute.  Wlien  reading  the  rules  of  the  New  Englafid  stales,  how- 
ever, it  is  well  to  remember  that  the  "engroMed"  bill  nrfsn  to  the 
copy  which  goes  to  the  governor. 

Due  to  better  systems  of  engrossing  and  enrolling  and  the  ass 

>f  the  printing  press  involving  eheeking  by  opaK  proof 
candab  growing  out  of  fraudulent  copies  are  not  so 
fomieriy.     In  the  prosperous  days  following  the  Civil  War 
in  I  istr>'  broke  into  unpreeedente«l  .nctivity,  the  poaMMss  of 
>|HH  ial  legislation  were  diseovered  and  Hpceial  in! 
ite<l  through  incorrect  enrollmenta.    "Such  was  the 

It  may  be  noted  that  a«  esriy  as  1858  a 
rum"  in  the  niks  h^l  bsmi  nads  in  Um 
1  to  beeauM  it  was  not  tlioaglit  thai  a  BMa  eotty  b*  iMt 
i»ul  he  voted  and  the  meihod  oT  paaiAiag  for  Bonlim  wm 
«*  For  example,  Miebigsn  Houet  Jooraal  Ifl^  VP*  ti^ 
lounial  1893,  p.  1700. 

•  The  letter  appears  in  th«  R#vi«ptl  RMonl  New  Vedi 
vol.  I,  p.  450. 
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the  legttUture  that  it  became  the  habit  to  prepare  laws  for  the  sig- 
nature of  the  governor  which  had  never  passed  the  legislature."*^ 

In  order  to  insure  purity  of  text,  the  rules  now  generally  pre 
Tide  that  before  final  passage  bills  shall  be  engrossed  under  tin 
supervision  of  a  committee.     This  committee  renders  very  inad< 
quale  Buperviaion,  the  work  being  delegated  to  clerks.     In  Ne\ 
York,  where  the  constitution  requires  printing  in  final  form  befoi  < 
ptasage,  bills  are  rarely  passed  without  I)eing  engrossed  by  printing. 
The  proof  is  read  by  experts  who  have  an  office  in  the  capitol.     In 
other  states,  however,  the  rule  requiring  engrossment  is  often  evaded 
by  a  motion  that  the  bill  be  considered  engrossed  and  ordered  to 
third  reading,  and  thus  it  is  possible  for  third  reading  to  follow 
immediately  upon  second.**    Where  the  custom  of  combining  third 
reading  with  second  prevails,  as  in  Minnesota,  Washington  an' 
West  Virginia,  it  is  impossible  for  bills  to  be  engrossed;  and  Wasli 
ington  recogniies  this  by  specifying  that  all  amendments  are  to  )' 
pasted  securely  on  the  original  bill.     Frequently  bills  are  engro<<« d 
only  in  case  that  they  have  been  altered  after  introduction;  otiici- 
wise  the  copy  introduced  continues  to  be  ofhcial  until  enrollment.' 
If  no  engrossed  copy  is  made,  the  original  bill,  or  a  printed  copy 
thereof,  in  possession  of  the  clerk,  with  amendments  fastened  upoi) 
it,  is  official.**    The  plan  of  Michigan  and  New  Jersey  of  makim 
one  of  the  printed  copies  the  official  bill  throughout  its  legislati\ ' 
career  is  a  good  one.     It  then  corresponds  line  for  line  to  the  copie 
in  the  hands  of  the  members  and  the  clerk  thereby  avoids  the  dif- 
ficulty of  identifying  the  places  for  proposed  amendments  upon  a 
copy  different  from  that  in  their  possession. 

The  preparation  of  the  enrolled  measures,  done  sometimes  by 
printing,  sometimes  by  typewriter,  sometimes  in  long  hand,*^  is 

*  flfinid  Dickflon  in  the  Presidential  Address  before  the  Pennsylvania  Bar 
AMoctation,  1896.  See  also  Debates  of  New  York  Constitutional  Convention , 
IW7,  p.  1303. 

••  No  bOb  have  ben  enpoflsed  in  Iowa  since  1907  although  the  rules  pr. 
•Bribe  thai  they  shall  be.     (Shambaugh,  "Statute  Law  Making  in  Iowa,"  p.  230 

**  The  reeogniaed  practice  in  Arkansas,  North  Carolina,  Idaho,  North  DakoU 
and  ^laeoorin. 

**  Ooonecticut,  Nevada,  New  Hampshire,  Ohio,  Pennsylvania,  Rhode  Island, 
VcfUMjiil,  Virginia  and  Washington  follow  this  method. 

8e$  BuOetan  No.  4  of  the  Nebraska  Legislative  lleference  Bureau  for  a  table 
of  engroasment  and  enrollment  in  the  several  states. 


Pro€edur$  im  8ial§ 

likewiM  supervised  by  committaat  wbieh  ivport  thu  llMy  mm  cw* 

rert ly  enrolled.    Dut  Afiiii  the  niiiiritlit  is  of  Um  ^ntfi  immI  miL 

In  the  Pennsylvania  Houn  the  MomiHtM  rlienpil  wkk  lllb  fwi^ 

lion  numbere  twenty-five,  divided  into  Krou|»  of  tlmo  io 

the  work ;   but  bills  are  mrely  mriminod  by  moUlMi^ 

tK*iiig  lift  tq  clerks,  nit  hough  tho  oflMtl  eloffc  of  Iho 

mittce  is  supposctl  to  nlKn  enrolled  meosurM  m  a  mt  of 

The  method  of  enr<  "  in  Vermont  makm  h  wiHmJBtj 

to  correct  errors  \s  i  ly  appear  at  this  Htgr     Tho 

with  amendmenta  written  or  pasted  therrao  foaa  lo  the 

>proval.    Later,  perhaps  aftor  tho  ■diniirnmil  of  tho  ktt^ 
the  engrossing  dark  oopiei  the  oeliiilo  a  book,  oad  tbo  |«#> 

ling  officers  of  the  two  housca  and  the  govMPOf  maat  la  tbo  sm- 

tary  of  state's  office  and  sign  it. 

The  great  defect  of  most  syttemi  oeeurs  to  the  fad  iIhU  Ibo 

real  work  is  not  done  by  responsible  men,  so  thai  Hsma  for  onofo 

m  1)0  clearly  located.     To  this  end  it  wouki  be  woD  lo  OMko  o 

^ularly  established  state  official  responnble  for  conool 
ment.  In  1011  the  Senate  of  Wiscc 
enrolled  and  engroesed  bills  and  placed  tbo  doty  of 
measures  as  correctly  enrolled  upon  the  chief  derk.  It  auQr  bo 
suggested  that  legislative  reference  libraries  could  to  advaatai*  bo 
entrusted  with  this  responsibility.  In  South  Dakolo  tbo  cbisi  of 
the  engrossing  staff  must  initial  each  paips  as  a  voriiflitfioa  of  its 

•rrectneas,**  and  by  the  Uws  of  Connecticut  tbo 
III  '  Ify  with  his  signature  that  each  bill  is 

r>}  'lis  provision  of  the  South  Carolina  Coda,  eom^ 

are  required  to  attend  upon  sessions  of  the  legisUtiire  to  aoriH  Ib 
drawing  up  bills  and  to  supenrin  aofiossmint  ami  sowllMMit  of 
the  same.     ICach  bill  must  bo  eerttfiod  by  ooo  of  tboio 

trrectly  enrolled.^'    Maine,  Maasaehuaetta  and  New 
provide  that  the  work  be  done  in  the  aaeretafy  of  stolo'a 
California,  Kentucky,  New  York.  North  DokoU  and  Ulob  bofoby 

itute  made  fraudulent  alteration  of  tbo  OBkoDsd  mmmn  m  MooQf 

id  New  Mexico  by  constitutional  provWoo. 

The  constitutions  of  thirtywthioo  iUtoi  raqoiio  that  tbo  m- 

M  Uwt  ofigOO,  Chap.  123. 
••Gsoeral  Statutes  (1902),  IHur.  36. 
'•Sooth  Carolina Codo  (1912).  Pv.  23. 
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foDed  bill  be  signed  by  the  presiding  officers  of  both  houses,  twenty- 
two  prescribinK  that  it  be  done  in  the  presence  of  the  assemble  I 
body.''  An  attempt  was  thus  made  to  provide  an  additional  \rui\v- 
ttntee  against  the  signing  of  bills  iri*egularly  passed.  A  situation 
which  arose  recently  in  Indiana  raised  the  question  as  to  the  respon- 
sibility of  these  officers.  Two  hills  which  had  never  passed  the 
legislature  were  signed  by  the  presiding  officers  and  later  by  the 
governor.  The  grand  jury  sitting  to  investigate  the  responsibilitx 
for  the  affair  reported  that  the  speaker  of  the  House  and  the  presi- 
dent of  the  Senate,  who  had  wrongfully  signed  the  measures,  were 
in  no  way  liable." 

Upon  the  question  whether  the  enrolled  1)111  controls  the  en- 
grossed bill  in  case  of  discrepancy  between  them,  the  courts  have 
not  been  in  agreement;  although  the  attitude  consistent  with  the 
widely  accepted  principle  that  the  enrolled  bill  is  final,  would  favor 
making  it  the  conclusive  copy." 

^  Index-Digest,  State  Constitutions,  p.  846.  A  similar  provision  failed  in 
the  Constitutional  Convention  of  New  York  in  1894  because  it  was  feared  that 
the  preading  officers  would  be  invested  with  the  veto  power.  (Record,  vol.  I,  pp. 
006  d  teq.)  The  prevailing  opinion  of  the  courts  has  been,  however,  that  faihu'e 
to  Mgn  in  no  way  invalidates  the  act,  as  the  only  function  of  the  signatures  is  to 
furnish  evidence  in  the  absence  of  which  recourse  may  be  had  to  the  journals. 
CommiM9umer$  v.  Higginbotham,  17  Kan.  62;  Taylor  v.  Wilson,  17  Neb.  88;  Rut 
9e$  BwrriU  v.  ComWi,  120  111.  322;  and  Doiiglas  v.  Bank,  1  Mo.  24;  also  Sinie  v. 
KijmwttttTf  46  Ohio  St.  254,  where  the  provision  was  held  mandatory. 

*  F^om  the  text  of  the  report  of  the  grand  jury  to  the  Governor.  Indian- 
apolis New,  Dec.  5,  1914. 

"  So  held  in  Division  cf  Howard  County,  15  Kan.  194.  But  see  corUra  Berry 
V.  RaOroad,  41  Md.  446;  Brady  v.  West,  50  Miss.  68.  Also  Moog  v.  Randolph, 
77  Ala.  697.  Where  material  divergence  exists  between  the  engrossed  meapnrr. 
and  tlie  enrolled  act  the  bill  approved  by  the  governor  is  not  the  one  which  pas 
the  boueei  and  therefore  never  became  law.  In  State  v.  Swan,  7  Wyo.  106,  (.i  ' 
eeelioo  of  the  act  ww  void  as  being  enrolled  by  mistake. 


CHAI»TKH   VI 

T-EGISLAT!\I     LKADKIi.SIUP 

^^  UBiUiy  exAmioo  ibe  propamlioq  of  *  <k4y 

iiiicovor  how  far  the  houM  follov  a  ftml 

I'he  quwtion  of  the  control  of  thr  Uiw  of  %kt 

Ml  to  whkh  individual  umaUmn  hmy 

the  guidanoe  of  leaden  ie  iavolved.    The  naMir  of 

•(itruUing  the  Uinit«  of  debate  neceentalce  no  conples  gyiui  of 

rity  anxious  to  dieeuMaMaiitmiiiaheMl.    With 

he  rush  days  at  the  eloie  the  hoiwes  do  Mi  «v^ 

r  control  of  their  time  to  any  special  group.    The  IvfWaUtfoe 

trgiAand  Washington  are  perhaps eicepliooe la  thai IffHillle 

•f  the  session  the  calendar  of  the  latter  Is 

:  the  rules  comn>ittee,  while  in  the  former  all 

•  ler  must  be  referred  to  the 

le  no  request  for  unanimous 

lie  will  be  heard.' 

TiiK  Calk.««dar 

Ml  takes  the  form  of  a  calendar  upon  witch 
iic  order  in  which  they  are  to  be  takea  «pw 


a  ion  bills  sometimes  have  prefereoee  by 

f  the  list.*    Usually  the  calendar  is  printed  daily,  ahhosgh 

>  it  is  merely  posted  as  a  bulletin,  as  in  Nebraska,  Nevada 

id  South  Dakota.    In  some  of  the  more  backward  states  as  AfkaA- 

I  iidiana,  Montana  and  North  CaroUna,  the  derk  nsfily  hss^ 

of  measures  in  their  regular  order. 

The  evils  of  such  a  Ux  method  are  twofold.    Cireat  po««r  of^f 

it  in  the  hands  of  the  speaker  aaasmyeli  ae  willi 

lion  of  bilJM  to  Ih>  handed  down  for  tiM 

on  of  the  house.    He  is  consequently  enabled  to 

util  an  opportune  time,  either  favorable  or  unfavomhle  !•  Ifcelr 

»  WMhiogton  HouM  Rule  2;  Gaonb  Hmm  R«»-  * »  *— »-  »-*•  »^ 
•Senate  Rule  40. 

•  Georgia,  eveQ  over  epeeial  orden;  KaosM^  Mi«""n"  «■'*'  '"^  '■• 

>a,  and  Peonsylvaiiia. 
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pMMf^,  without  the  members  being  much  the  wiser.  In  the  seconl 
place  the  members  are  ignorant  of  the  time  at  which  bills  arc  to 
oome  up.  The  absolute  right  of  members  to  be  informed  in  advance 
as  to  what  business  is  to  come  up  really  constitutes  the  essential 
rotson  for  the  daily  printed  calendar.  As  a  select  committee  of  the 
CoDimoDS  declared  in  1861,  certainty  from  day  to  day  of  the  busi- 
ness to  be  transacted  is  the  great  aim  of  procedural  reform.  Ea(  li 
member,  furthermore,  should  be  able  to  rely  upon  the  carrying  out 
of  the  program  laid  down.*  Nevertheless,  slight  investigation  will 
reveal  that  our  state  legislatures  have  attained  this  ideal  very 
imperfectly.  Although  as  a  rule,  matters  not  upon  the  calendar  are 
denied  consideration,  a  few  states,  however,  reporting  to  the  con- 
trary that  business  not  upon  the  calendar  is  often  taken  up,'  the 
value  of  the  calendar  as  a  program  of  the  day's  activities  is  mat-erially 
lowered  by  the  general  custom  of  admitting  measures  to  considera- 
tion out  of  their  regular  order.  The  practice  of  granting  leave 
take  up  measures  ahead  of  their  turn  obtains  generally  in  states  la 
which  the  calendar  is  allowed  to  become  overcrowded.  If  stcerinir 
oonunittees  are  not  employed,  calendar  rules  are  practically  di 
regarded  the  last  few  days  of  the  session.  For  example,  in  one  day, 
selected  at  random  about  two  weeks  from  the  end,  the  Illinois 
House  by  unanimous  consent  suspended  the  regular  order  thirt 
two  times,  permission  to  suspend  being  withheld  but  twice. 

The  force  of  the  calendar  is  also  weakened  by  "passing'*  a 
measure  when  it  comes  up  in  its  regular  order.  If  such  practice 
provails,  there  can  be  no  certainty  that  a  measure  will  be  acted  upon 
when  reached.  In  many  legislatures  a  member  to  secure  considera- 
tion for  a  bill  must  call  it  up  at  the  debate  stage,  but  if  he  thinks 
the  time  inopportune  he  neglects  to  do  so  and  another  than  the 
sponsor  will  not  usually  request  its  consideration.  By  the  rules  of 
Pennsylvania  a  bill  may  l)e  passed  for  two  weeks  before ,  being 
dropped  from  the  calendar.*  Pennsylvania  also  keeps  a  postponed 
calendar  of  bilb  on  third  reading  on  which  a  measure  goes  at  the 

•  Report  of  Select  Committee  of  the  Commons  on  Business  of  the  ITouse, 
law,  pp.  iii-ni  Cited  by  Redlich,  "Procedure  of  House  of  Commons,"  vol.  I, 
p.  06. 

•  Alabuna,  Arixona,  Minnesota,  Nebraska  and  New  Jersey.  Oklahoma 
totcrem  the  ralwuiwr  strictly  but  reserves  some  time  just  after  convening  an  ' 
before  •djoumliif  for  consideration  of  matters  not  on  the  calendar. 

*HoiiiiRtile86. 


Frocedwr€  in  SbtU  t^^m^Lou^^ 

rr  :  ;    '  n(  the  tpoiuor,  wtio  tt  mm  givca  * 

f>  1  toniieaiiioreprQiiiiiiiif  montsiklarlopviyt 

uretovoto.^   Mamben  avaU  ihemielvfs  ol  Uim  pHnlnn  (raqmllf . 

MiMouri  poMQiMt  the  MOM  dtfim  im  mi  ^hfti— J"  «l«itei  to 

those  states  in  which  eutton  ptrmHi  a  wummm  oa  Ike  MlHMfar  %b 

cotne  up  autouiAtically  in  iti  turn  without  tbe  mohAv  «f  a  MMiter 

calling  it  up  for  oom^rmtion,  it  k  mmd  to  '^pMi'*  a  mhhm  If 

there  is  a  request  to  do  to,  althoufb  in  aooM  cmm  il  umw  loM  ^ 

favorable  position  on  the  calendar.   Ohio  practice,  howeiai 

a  bill  "paased"  on  the  oalendar  by  a  matority  vole  la  ha 

the  head  of  the  list  for  the  day  foUowtag.*   A 

(^xtiMul  this  favor  to  over  one  hundred 

liiiiturb  the  order  roost  effectually.    A  biU  **! 

once  in  Connecticut  or  twice  in  ( 'rtlifomb  it  sent  to  tiM 

saved  by  a  two-thirds  vote.* 

In  accordance  with  the  pnncipiq  toat  a 
with  a  great  degree  of  certainty  what  measurss  are  lo  eoaa  wp  Is 
the  day's  business,  a  simple  majority  should  not  be  able  lo  violalt 
the  regular  order  without  due  notice.  It  h 
by  thoee  who  had  in  mind  meritortoas 
l)ccauae  the  majority  could  not  act  inunadialaly  as  Iksy 
that  the  majority  should  at  all  times  be  maalsr  id  iIm  liaa  of  the 
house  by  being  able  to  change  the  order  id  biwinaM  al  a^  IkasL* 
But  the  minority  also  deserves  protection  from  the  aaap  tartfai  al 
the  majority,  and  to  this  end  notice  of  all  ndioas  lo  mmpmd  Ika 
calrihlar  >hould  be  imperative.  Due  notice  baviaf  ban  SMWsd  ia 
a(l\  anoe,  a  simple  majority  would  be  suffieiaiil  to  cany  iIm 
I '  '-'  *'"  practice  in  New  York."  Tha  ntia  prevaffiac  ia  a 
i.^  necessary  a  two-thirds  or  three-foafftha  vola  la 
pend  the  order,  gives  undue  power  to  the  miaority,  \ 
to  no  such  consideration  if  they  haw  lieen  properly 


'HouMRuleSS.    Since  the  aeHkMi  of  19U 
odeiMUr  within  five  days  are  dropped. 

•  Joint  Rule  21  end  Hoi»e  Jowaal  lOlS.  p.  1117. 

*  Conneetieui  Houee  Rule  9^  SmsU  22; 


)  hy  lUinoit  Voters'  LMffiM  {B^tHm,  Nov.  2Qi  ItU) 
The  majority  in  the  lower  hooei  mtm  bo 
>;iaktiire  of  lOOS, 
Lte  Rule  44,  AaMtnbly  Rule  4&. 
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Much  could  be  done  towards  introducinK  order  and  certaini 
into  the  proceedings  of  the  houses  by  improved  methods  of  com 
piling  the  calendar.     Broadly  speaking,  all  contemplated  action 
which  could  poesibly  give  rise  to  discussion  should  appear  on  tl 
ihiily  printed  program.    This  means  that  all  bills  on  second  read 
ing,  third  reading  or  final  passage  should  be  shown.     If  socond 
leading  occurs  lief  ore  reference,  the  report  of  the  committee  shoiil 
go  on  the  calendar  l)efore  it  is  acted  upon  inasmuch  as  debate 
hkcly  to  occur  at  this  stage.    Yet  the  calendars  of  some  states, 
Alabama  and   Iowa,  show   bills  only  on   third   reading.     Wh( 
measures  are  referred  to  the  committee  of  the  whole,  general  onh m 
should  be  included  in  the  calendar  as  is  done  in  Arizona,  Kansn 
Michigan,  Minnesota,  Oklahoma  and  the  New  York  Senate. 
material  defect  of  the  Massachusetts  calendar  is  its  failure  to  show 
measures  up  for  final  passage,  a  step,  which,  it  will  be  recallo«l 
does  not  occur  until  the  bill  has  been  returned  from  the  other  how 
with  engrossment  concurred  in.     Although  final  passage  is  tin 
rendered  largely  perfunctory  it  is  the  crowning  stage  of  the  1)111 
career  and  setting  the  time  at  which  it  is  to  occur  should  not  1 
left  so  completely  in  the  hands  of  the  speaker.     As  noted  abo\ 
however,  the  speaker  will  inform  any  interested  member  of  tl 
time  at  which  a  certain  measure  is  to  come  up. 

Measures  should  be  set  forth  by  title,  as  is  done  generally,  an  i 
not  by  number  merely,  as  in  Illinois,  Maryland  and  New  Jersey. 
If  bill  dockets  or  bill  indexes  are  published  regularly  a  complete 
history  of  the  bill  is  superfluous,  but  brief  summaries,  as  include  ! 
in  the  calendars  of  California  and  Iowa,  would  act  as  a  ready  ref( 
cnce.  If  a  bill  has  been  amended  at  any  time  the  fact  should  1 
noted  and,  if  copies  of  all  amendments  are  not  placed  in  propc  i 
order  in  members'  files  by  clerks,  citations  to  the  pages  in  the  jour- 
nals where  they  may  be  found  should  be  included.  Vermont  calcn- 
dars  include  such  citations,  but  Massachusetts  goes  farther  and 
prints  all  amendments  in  full  in  the  calendar,  thus  guaranteeing 
that  they  shall  be  available  to  members  at  the  time  action  is  to  be 
taken  thereon.  It  goes  without  saying  that  all  special  orders  should 
appear  on  the  calendar  and  that  all  that  has  been  said  about  bills 
applies  with  equal  force  to  resolutions. 

There  remain  three  other  orders  of  business  of  which  members 
should  be  advised  l>eforehand  since  they  will  be  called  upon  to  assert 


Procedure  lu  iiClitto 

an  opinion  upon  thoni.     Kinii.  r«porti  oC 

inn  mil'      '  '       '  ' 

tion  ••lutelsr 

Mi  the  debate  tU«F.    Bui 
comniiitM'i  ivport 
trncd  of  proponed  ehaii#M  nrkM 
ry  nature  of  a  hill. 
In  the  leoond  place,  following   •   . 
motions  to  reeoiudder  should  he  rec|uiril  ir.  ^t-i 

>ul(i  find  a  place  on  the  calendar.    Other  <at  lia 

.  r  one  day.  -  i  to  diaehanc  m 

I)ear  on  the  \\ ..ilar  under  th«  :^^-.  .  •■• 

iiHidcraiion/'  while  Arisona,  after  the  maaoer  of  < 

i  calendar  of  inntionii  to  dincharfe  committecw.     It  will  W 

...i  tl  that  the  pnictice  of  Parliament  reqoimi  that  a  uetin  af 

•tion  must  be  fpven  for  practically  all  ordan  ol  bviiMai. 

And  finally,  amendments  made  by  the  second  boov  to 

wliich  have  already  passed  the  fint  nhould  appear  oa  dm 

f'oncurrencc  by  the  house  in  which  the  measure  eftglaat—l  la 

uMuImcnts  of  the  other  may  !«  a  crucial  point  in  the  career  of  iW 

h1  it  should  not  ))C  trrnted  in  the  loose  maaaer  wbkli 

is.    The  Vermont  prnrtice  by  which  nuefa  aoieadaiia 

in  full  on  the  calendar  is  to  be  commended.    Reports  of 

s  should  receive  similar  coostderatioci.    It  Is  sulanitted 
the  calendar  compiled  along  the  lines  set  forth  brrr,  a 
nsiderable  influence  would  be  set  at  work  to  eonpel  adbsfSMt  lo 
u  prcvioiK^^ly  arranged  profram. 

With  two  or  three  ezoeptions  no  effort  has  been  ouMle  to  di»» 

tin^uinh  between  different  kinds  of  legisiatioo  on  the  ealaMt. 

notc<l  alx)ve  a  very  few  give  a  preferential  plaee  to  appeofNiauoB 

bill8.    Sepamtion  of  private  and  general  bills  would  be  a  litliaii 

imin  as  tending  to  call  attention  to  their  difTereot  natums.    In  IMI 

'•  CJovernor's  Commission  of  the  New  York  L«giisAalina  tmtmF 

nded  that  three  calendars  be  adopted,  fit.,  a  prirala  aad  laeal 

londar.  a  cities  calendar,  and  a  general  calendar;  and  that 

vji  Ih»  set  apart  for  certain  calendan. 

...  ...  ]...  . if. voted  to  private  and  local 

at  the  capitol  owr  the  week-end  and 
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gMierml  legislation  for  mid-week  when  a  full  house  would  he  present.^ 
Tlia  calendar  of  the  Maryland  Senate  recognizes  the  principle  to 
extent  of  grouping  local  and  general  hills  separately  on  the  calondi 
In  thoee  states  which  still  retain  the  committee  of  the  whole 
general  principles  regarding  the  nature  of  the  measures  to  be  pla< 
on  "Qenerai  Orders"  are  applied.    Late  in  the  session  this  calend. 
often  becomes  a  graveyard  for  most  bills  which  have  been  una! 
to  eecape  it,  and  growing  large  because  not  disposed  of,  serve 
place  where  a  few  measures  of  doubtful  virtue  may  be  held  for  ii 
purpose  of  passing  in  a  hurry  at  the  close.'' 

The  value  of  the  calendar  would  be  much  enhanced  if  it  wer* 
placed  in  the  hands  of  members  one  day  before  matters  thereon  m 
to  be  considered.    Urged  repeatedly  in  New  York,  this  has  bc< 
adopted  in  Wisconsin."   According  to  the  rules  of  Connecticut  als« 
matters  must  appear  on  the  calendar  one  day  before  being  taken  ii] 
When  ready  for  action  they  are  marked  with  a  cross.    Thus  a  men 
ure  which  has  been  on  the  calendar  for  one  day  will  thereafter  1 
"starred  for  action."     The  value  of  the  rule  in  Massachuscti 
requiring  matters  to  lie  over  one  day  before  action  has  been  mu(  li 
enhanced  in  the  Senate  by  the  practice  of  publishing  on  the  calend. 
all  matters  which  are  to  appear  on  the  orders  of  the  day  on  tir 
morrow. 

Zeal  and  perseverance  in  clearing  up  the  calendar  at  eacli 
sitting  would  go  far  towards  relieving  the  congestion  so  generally 
attending  the  closing  days.    Nevertheless  it  is  the  almost  universal 
report  that  no  effort  is  made  to  clear  the  calendar  each  day.    Work 
consequently  is  allowed  to  accumulate  until  the  calendar  no  lonpt 
sets  forth  a  daily  program  but  serves  merely  as  a  docket  from  whi( 
the  house  may  select  matters  for  consideration.    The  third  readin 
calendar  of  the  Alabama  House  for  the  twenty-sixth  day  of  a  recent 
•eesion  held  almost  250  measures,  and  the  calendar  of  the  Kansas 
Senate  for  the  same  day  of  the  session  showed  more  than  400  matters 
upon  which  that  body  was  supposed  to  pass  judgment.     Other 

"  New  York  Aawmbly  Document,  1896,  No.  20.  This  feature  was  introduced 
M  an  amendment  to  the  rules  by  the  Progressives  at  the  1913  session  but  was 
«hfoU6(L    (Am.  J.  p.  15.) 

»8m  Miofaigui  Constitutional  Convention  Debates  (1907-1908),  p.  147.  In 
Um  N«w  York  Senate  reference  to  the  committee  of  the  whole  towards  the  close 
ct  Um  MMion  is  a  polite  way  to  kill  a  measure. 

M  Senate  Rule  10,  House  Rule  21. 


Pnemhtn  in  Sl^ 


ilcewiM  ehotMi  at  random  tioM  b»  n«llipHad  to 
tion  Ukwaffk  iMpiag  abtiMl  of  tW 
.  ch  to  oinriaitf  the  ami  for  dfliiHt 
••1  for  the  ieoenU  iutpaialoii  oC  the  oUeMkr  iwIm  m  the 
old.    Preesure  woold  in  turn  be  irleoed  oa  the 
that  they  were  making  eoneietent  pn^gnm  hi  th4r 
ituron  which  for  the  aake  of  ordrrtii 

list  make  6nal  report  oo  all  matteiw  wiiteej  hi  tW 
me  find  it  impoenl>le  to  H^ar  iSe  rajwikf  for 
xpiration  of  the  time,  but  wberr  the  ftotiotfactloa  of 
ttoae  eootinue  tnitfl  bio  H  ii 
>>  <Uy  oa  the  eatodur  he 
in  deplorable  th  ild  ew  bo  alewod  la 

i;ir.    If  thry  an*  in  oold  Bovor  Sit  oot  of  caa^ 

)iiif  nru*r  (tilt  thcv  '        -liioa  hy  the haaHL 

If  of  a  itmple  plea  to  aid  her  to  4b- 
{Mxsing  of  I  e«tf  on  the  oabadar.    It  hae  hoM  the 

cnce  of  tii.....^  ......   that  mattem  oa  the 

I)rolonged  disouasion  may  preeede  moeh 

consideration  of  the  latter  is  delayed  ae  a 

days.    Massachusetts  treats  as  unopposed 

on  which  members  do  not  indicate  a  wish  to 

xhv  ( alcndar  is  called,  such  matteri  ars  disposed  of  b  the 

manner.    After  the  calendar  has  ooee  beoB  i 

rt'tvirns  to  measures  which  members  have 

diMcuss.     Transaction    of  routine    bt   ' 

nipidly  and  is  not  allowed  to  accumulate  oa  the 


Closinq  Datb  of  trb 

The  evils  of  the  glut  of  leidsUtioo  oo 
days  are  too  well  known  to  merit 
that  the  journals  are  records  of  thiaci  doao,  it  is 
examine  the  report  they  give  to  see  how  the  banba  of  wmk  b  di^ 
tributed  throughout  the  eessioo.  'The  Journal  of  the  l«ow  Taih 
A  of  1914  devotes  all  of  the  seeoad  voliuae  to  a  laeofd  af 

tl  L.ixdays.  As  noted  above,  thorn  woco  SOS  laO  calb  aalha 
hu-^t  (lay.  On  an  average  day  near  the  end,  the  ilmamhiy  paemd 
fifty-nine  bills  and  advanced  fortj-foar.  Tha  iaal  diqr  of  the  If  I* 
8e.s.<ioii  of  the  Ohio  Hoitte  saw  fortythrse 


i 


96  The  AnnaU  of  the  American  Academy 

adoption  of  the  conference  report  on  the  general  appropriation  bill 
ooDtaining  347  amendments.     At  the  same  session  of  the  Illinois 
House  the  work  accomplished  the  first  four  months  fills  740  pufn^^ 
of  the  journal;  that  of  the  last  month  requires  642  pages  to  repoi 
Nor  were  the  earlier  months  spent  in  discussion  on  the  floor,  for  the 
verbatim  ifports  of  debates  during  the  first  four  months  fill  ()2n 
pa^es  while  those  of  the  last  month  fill  655  pages.    Furthermox 
the  time  was  not  consumed  in  committee  deliberations,  for  40  jx  i 
cent  of  the  committee  reports  were  rendered  during  the  last  mont  li. 
T^  House  simply  did  not  settle  down  to  work  until  four  months  of 
the  ansion  had  passed.    It  is  generally  recognized  that  the  first 
few  weeks  of  many  sessions  are  wasted.    In  1915  the  New  YorV 
Legialature  after  sitting  six  weeks  had  passed  eighteen  measuK 
although  1665  had  been  introduced.     In  1916,  fourteen  measures 
were  passed  during  the  same  period,  1314  having  been  introduced  '* 

The  congestion  at  the  end  is  not  confined  to  the  large  8ta1( 
The  Idaho  House  passed  or  rejected  fifty-three  measures  in  one  d 
at  the  dose  of  a  recent  session.'*  Montana  reports  an  equally  serio 
situation,  and  it  has  been  estimated  that  in  past  years  from  80 
90  per  cent  of  the  business  of  the  North  Carolina  Legislature  li 
been  ratified  the  last  ten  days. 

The  remarkable  thing  is  that  no  means  have  been  develop*  I 
to  remedy  a  condition  which  is  partly  due  to  lack  of  efTecti 
organisation  throughout  the  session  and  is  partly  psychological. 
Concerning  the  latter  aspect  of  the  situation  it  may  be  said  that 
members  are  anxious  to  get  home,  their  financial  remuneration 
seldom  compensating  them  for  their  absence  from  business.  The 
spirit  of  procrastination,  so  strong  during  the  early  days,  must  now 
be  atoned  for  by  frenzied  action  in  midnight  sessions.  Unanimous 
consent  is  granted  promiscuously  if  business  will  be  advanced 
thereby.  The  only  visible  hope  lies  in  greater  speed.  Even  if  a 
Ume  limit  upon  the  introduction  of  new  measures  has  been  enforced 
the  calendar  becomes  congested  unless  the  committees  and  the 
bouse  have  moved  expeditiously  throughout  the  session.'^    Amid 

»  Rom  A  UUe  prepared  by  the  New  York  Times,  Feb.  21,  1916. 

■Tbe  Governor's  Meenge  to  the  Twelfth  Legislature. 

**  A  rati  advantage  flows  from  the  enforcement  of  such  a  rule  to  the  extent 
to  wfakh  it  preveots  the  introduction  of  entirely  new  measures  at  the  close  pre- 
psntofj  (o  bast)r  paisa^    Bills  have  often  been  known  to  have  been  brought 


ich  coDditioQi  a  itaehnx  iMwnmitiitt  b  pnitnltik  lo  *  SHiml  mi^ 
'•'odar  beeatiM  MMM  MMiOfv  of 
oonsiitutkNua  proviite  raquififlc 
ys,  if  abtoluto,  prtroou  Ulk  fiiwiii  froai  oat 


tOllM 

lys  of  the  Hcsiiion  merely  Advmiioet  the  rnntwiiuii  fortjr  jiffcl  I 

a  red  adrmoeo.    Private  a»d  lo«l  Mb 

(»re  to  t)e  in  order  or  "odar  only  during  Jaaaaiy  aad  Fa^ 

iving  at  leaat  iwo  monlht  for  adioo  oa 

iwtta  avoids  the  tumult  ci  iba  bfi  da3n  OMat  M^ 

'  •  other  states,  and  it  is  wortb  wirfto  aalk«  iIm 

lie  aooompliihas  It.    In  tha  iisi  plaaa,  iImo  is  no 

limit  upon  the  length  of  the  session,  and  Iha  legirfsUifa  saldooi 

Mljoums  before  July.    Wcll-iufomiad  ponooa  slala  ihml  M  Ilia  ss^ 

ion  were  shortoned.  tui  it  is  by  tha  oonslilulions  of 

i-onicestiou  at  the  end  would  be  unavoidabla.^   In  Um 

the  exceptionally  strict  time  limit  upon  Ilia 

none  being  reoeived  as  a  rule  after  the  seeood 

the  enforcement  of  the  provision  that  oommittaes 

all  measures  early. ^*    The  legislature  knows  by  Iba 

Hi  the  latest  how  much  business  remains  to  ba 

Furthermore  the  healthy  rivalry  of  eoounittees  in  elfoftB  to  kasp 

their  slates  clean  is  an  incident  of  the  high  davalopaaal  of  Iks 

committee  eytitem  in  Mastechusetla.    Close  rseoid  is  aada  aaali 

week  of  the  progress  of  work  in  committees,  wbiob  ii  oOBpaiad  villi 

similar  periods  of  previous  years,  so  that  Iha 

enabled  to  apply  pressure  where  neosssai 

say  that  the  legislature  of  Massaehusotta  makas  sofo  Ikai  all  llw 


in  thfl  last  forty^aigbl  homt,  whieh  tbilr 
pressnt  unlasi  thsy  kasw 

»Tlie  WiMoiMtn  Lagisbtura,  wbieb 

from  Janosiy  through  July  or 
"Maaaaehusetts  Joint  Rula  12.  Tharo  ii  aoMBsatfskla  kssril^  tMnaii 
ofthianik.   Oooemvant aoCioa by 
toauapaod  it. 
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bosiiiMB  which  w  to  engage  the  seesion  is  introduced  at  the  very 
finrt.    Committees  at  once  get  busy  and  continue  so  in  order  thni 
they  may  n't  urn  their  reports  promptly.     And  finally,  the  hoii!-' 
continue  in  doIil>rration  a  sufiiciont  length  of  time  to  insure  tli 
their  work  will  be  completed  without  confusion  or  disorder. 

Legislative  Leadership 

The  constitutional  fathers  were  so  intent  upon  removing  tlu' 
T       '  '  .   M  executive  control  that  the  problem  of  le^rislntiN 

i   _         !     '    !!i^  never  to  have  arisen  in  their  minds,  yet  it  luis  ha 
the  absence  of  responsible  and  definite  direction  within  the  bo(i\ 
which  has  necessitated  the  development  of  leaders  out-side  wIm 
hidden  from  public  view,  have  turned  the  opportunity  into  a  Bour( 
of  private  gain.    Our  state  jegislators  are  but  human  beings  of  litt  1< 
or  no  legislative  experience,  who  are  usually  as  amenable  to  gocxl 
leadership  as  bad;  but  led  they  must  be  and  the  boss  has  filled  a 
real  need.   The  legislatures,  moreover,  have  done  nothing  to  develop 
from  among  themselves  leaders  who  shall  be  responsible  as  such  t 
the  people,  and  the  public  is  sufifering  from  the  resulting  aimles^ 
De88  of  legislative  activities.    Members  are  as  the  blind  leading  tin 
blind.    Willing  to  follow,  they  can  find  no  one  to  guide  them. 

A  study  of  any  of  the  journals  discloses  the  fact  that  the  bodi( 
lack  a  consistent  purpose.  Members  are  not  able  to  follow  a  con- 
stant policy,  since  they  vote  on  many  matters  on  which  they  have 
no  opinion.  This  truth  is  illustrated  in  the  number  of  actions  which 
are  reconsidered  and,  what  is  more  noteworthy,  in  the  number  of 
definite  decisions  which  are  reversed.  What  leadership  the  houses 
enjoy  is  provided  by  the  speaker  and  a  few  prominent  committee 
chairmen,  who  stand  forth  partly  because  of  their  experience  or 
force  of  personality,  partly  because  of  the  position  gained  by  them 
under  the  rules,  and  partly  because  of  their  position  in  the  party 
hierarchy.  Their  control  is  often  arbitrary  and  rarely  systematic- 
ally constructive.  This  latter  quality  has  not  been  necessary  because 
they  have  never  been  responsible  to  public  opinion  as  recognized 
leaden. 

The  Speakeb 

'  ir  that  discussion  here  must  be  confined  to  that 
1  ivc   leadership   which   is   related   to   questions   of 

procedure,  we  may  note  that  the  member  standing  out  predominant 


Froetdur^  in  Sitit 

an  the  party  chief  b  ceMrally  the  wftmkm,    TW 
fieri vee  from  committee  appoiiiimMiUi  and  Um 
t>cen  tampered  with  but  litUe,  ae  hae  heen 
throuKh  recoicnition  of  memhen  wtehing  the  floor 
t  volume  of  bumneiMi  it  eoodttelad  by 

I  .     a  refuning  reeocnitioo  therefor,  ankli 
of  arbitrary  and  irreguUr  conduct,  be  neraly 

II  any  nirmU-r  io  objael  to  tba 

rt V. ^*^'   iiiiHiiifiifiita  eooaaot*     But 

|K>siti()n,  • 

nil  ol>8cun:  int.«mU*r  wouM 

(Javel  rule,  under  whiu. 
to  unanimous  consent  or  to  i 
probably  been  a  h< 

our  states.    In  thi    :..      , „., ..  ,. 

pn^vailing  on  the  floor  at  critical  ttmaa. 

(*t)ntrol  is  furnished  by  the  fact  thai  a  aCat' 

l>een  made  by  the  speaker,  that  there  woui^ 

on  dry  measures  permitted  in  the  House,  was 

the  Senate.**    A  metho<i  of  gavel  rule  nniuinog  mors 

utilise  a  ruling  on  a  point  of  order  to  bring  about  the 

The  inexperience  of  the  majority  of  membeni  in 

tico  plus  the  element  of  imrty  solidarity  leads  to 


7.   AtypkBloMof 

ti>  invMiiQfthaiUM 

V  'he 

rradieg  by  a  4Hi 
n  <?  c«ll  for  tbt  ayvi  aed 

i\u     _ .,...„    . ,. 


Mic    Kkllt  (on  a  quastloo  of  p«aoaal  fUiwii)    **Mr 
ciai«»d  (ot  the  yeai  and  nays  on  Rouas  BO  No.  TSB  Wow 
771  was  takaa  up." 

Snuna:  '*The  gwntkman  waa  oo(  %hm  iwapriMd.    IW 
objootion  will  be  eoived  on  the  joumaL" 

Ma.  Baloww:  "Mr.  Spaakar.  I  rist  Io  a  mwaliuB  «l 


SpBAxn:  "Tba  ganttoinan  will 

ij-j,  »♦ 

t  Mh.  Baldwin:  "I  dedn  to  havo  K  aolad  thai 

t  from  AUegheny  (Mr.  KoOy)  oalM  for  Iba  af»  sad  mm 

j  Hill  No.  7^  on  third  raaittng. 
t  SniAKsa:  "It  will  bo  ao 
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with  the  speaker's  ruling.  Thus,  a  clever  speaker  can  frequently 
avoid  a  direct  vote  upon  a  measure,  which  the  organization  wishes 
to  kill,  by  skilful  rulings  on  incidental  motions  or  on  points  of  order. 
Furthermore,  by  choosing  the  time  at  which  to  "hand  down''  for 
consideration  matters  which  do  not  appear  on  the  calendar,  the 
speaker  may  secure  the  success  of  measures  which  would  doubt  !< 
fail  were  the  house  warned  beforehand.  A  prominent  instanc . 
the  use  of  this  means  to  defeat  a  measure  occurred  in  the  New  York 
Aanmbly  of  1912  when  the  speaker  refused  to  hand  down  a  resolu- 
tion from  the  Senate  requesting  the  return  of  a  bill  in  order  that  a 
beneficial  amendment  might  be  incorporated.  Through  the  action 
of  the  speaker  the  bill  became  law  without  the  house  having  oppor- 
tunity to  act  upon  the  amendment  desired  by  the  Senate  and  fa- 
thered by  the  Civil  Service  Commission.*^  The  power  to  appoint 
steering  committees  materially  increases  the  centralization  of  con- 
trol in  the  hands  of  the  speaker.  He  may  be  ex  officio  chairman  of 
this  committee,  as  in  New  York  where  he  reports  the  daily  program. 
The  situation  sometimes  arising  when  the  president  of  the 
senate  is  not  a  member  of  the  majority  party  emphasizes  the  par- 
tisan nature  of  the  presiding  officer's  position.  The  article  in  the 
Constitution  of  New  York  which  empowers  the  president  pro  tern 
to  act  when  the  lieutenant-governor  "shall  refuse  to  act  as  presi- 
dent'' was  inserted  because  of  an  experience  in  which  the  lieutenant- 
governor  refused  to  put  the  question  on  seating  a  member.  Onl} 
after  much  disorder  did  the  president  pro  tern  succeed  in  putting 
the  question  and  was  sustained  by  the  majority.^  At  the  191.0 
seaaion  of  the  Illinois  Senate  the  lieutenant-govenior  aided  and 
abetted  a  filibuster  by  refusing  to  recognize  members  other  than 
those  of  the  obstructing  party  and  by  refusal  to  hear  demands  oi 
the  majority  for  roll  calls.** 

The  Floor  Leader 

The  degree  to  which  whatever  guidance  may  exist  is  entrusted 
to  the  speaker  is  witnessed  by  the  small  place  generally  held  by  the 
recognised  floor  leader.    Indeed,  many  legislatures  do  not  recog- 

a  floor  leader  other  than  informally.    The  chairman  of  a  prom- 

"  Eeport  of  Committee  of  Citizens'  Union,  1012. 

"  For  full  aooount  aee  Senate  Journal,  February  5,  1894. 

•8m  nUnob  Senate  Debates  for  March  11,  1915. 


Froendun  in  Sinu  l^^.tUiuft*  |^ 

inent  oomiiiitt«e,  such  m  judieuuy  or  ftppfopfiftUow^  a^y  kt  Ite 

tacit  leader,  but  hie  poiitioii  depetidi  lmr|ai|sr  vpos  lilt  aM^  tHl  l» 

inay  eee  his  leaderdiip  settle  upoo  ■ntinon  ete  vilJi  a 

grasp  of  affairs.    Oeoasiooally  the  eaveus  wili  appoiai  a 

ulthou^^h  it  may  simply  reeognise  the  eaMVS  ekiiiiBMMi  ■■ 

Uut  motions  to  establish  a  floor  leader  are  inf rmiieil     la 

obusetU  the  chairmen  oC  the  three  moei 

recogniied  by  having  speeial  aeala  sssifned  U>  IAmbi  by 

and  one  of  the  number,  the  ftl>^«r«^q  of  ^  rules  eommittos.  Is 

supposed  to  be  the  speaker's  spokesman. 

In  any  case  the  rank  and  file  of  meabets  foUow  lastiBcunqr 
a  few  prominent  men  who  hold  chairmaoahipe  of 
iiiittccfl.  They  are  the  men  who  are  roost  frequeotfy 
imous  consent  to  advance  their  measures  out  of  ordsr.  Tbe 
member  rarely  asks  for  it,  perhape  beoause  H  Is  lifflfniit  fSor  hfaa  la 
secure  it.  At  least  the  most  numerous  instanees  of  refusal  foiov 
r,  ...  .  .  I ..  «^e  rank  and  file.  The  point  to  be  empbMtaed  is  Ifcfll 
t  '  Hireot  the  course  of  the  delibenuiooi  reeshre  b«l 

<  4ht  recognition  from  the  rules  and 

pii.iu  I.  -{..I    1   iiity  for  the  failures  of  the  legpslators. 

Now  > Ork  is  one  state  in  which  the  floor  leader  is 
a  r(<  tion  of  power.    Since  1015  the  Isidsrs  of  boib 

partit »  .ui%  I  'the  endorsement  of  Uw  by  acta  appmprialiag 

iiiuiuy  for  tli>  al  and  stenographic  expenses.**    At  thai  ss»» 

8ion  the  Senate  caucus  of  the  majority  party,  although  Iha  8sMla 

is  ->    I'  ^     iy  of  fifty-one  members,  early  in  Mareh  aaasd  a  eosa- 

II  en  to  shape  party  policy  without  the  aelto  of  tka 

laucuB.  Four  days  later  the  chaimum  of  this  siiinmittas  laodvsd 
authorisation  from  the  caucus  to  appoint  sob-ooaiaiillsa  to  pr^ 
pare  all  important  measures  for  final  passage.**  He  was  Hkivise 
the  president  pro  tem  of  the  Senate,  chairmao  of  the 
inittee  which  reported  special  orders  at  any  time,  os 
of  the  three  leading  committees,  and  posssssed  of  the  power  to 
to  the  finance  committee,  of  which  he  was  a  nisaihsr.  a^y 
bill  reported  from  another  committee.  It  will  be  sei 
as  the  Senate  was  conceme<l,  the  majority  leader  was 

^  For  example,  KaaeM,  OUahooia  and  N«w  hnm 
»  For  example,  Chap.  736.  Uwa  of  ISIS^ 


«  New  York  Timm,  March  14.  17,  ISIA. 
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and  Ihe  tUnding  oommitteee  were  virtually  superseded  by  the 
muUl  caucus  sub-committees  of  his  choosing.^^ 

The  migority  leader  of  the  lower  house  of  New  York  also  holds 
a  well  defined  position  sufficiently  strong  for  him  to  take  issue  on 
oeeeaon  with  the  speaker.  In  the  1915  session  he  frankly  accepted 
reapODsibility  for  the  party's  record,  and  in  asking  the  caucus  for  a 
oommiUee  to  advise  and  assist  him  in  examining  legishition  which 
the  party  would  sponsor,  set  forth  his  policy  thus: 

As  mjofHr  leader  in  the  Assembly  it  will  be  my  best  effort  as  far  as  i>o8siblc 
lo  evry  out  the  fenenl  principles  of  oodperation;  to  represent  the  sentiment  of 
the  msiority  of  the  Republicans  in  this  legislature  as  expressed  in  conference, 
and  to  obtain  such  advice  as  may  be  gained  from  the  speaker  and  from  the  other 
Rspnhhean  membefs,  whose  suggestions  I  shall  not  only  gladly  receive,  but  grate- 
fully aoKflit 

This  is  as  near  as  any  legislature  has  come  to  developing  responsible 
leadership.  The  newspapers  followed  the  actions  of  the  leaders 
olosely  and  their  movements  were  given  wide  publicity.  To  this 
ejctent  only  were  they  as  loaders  placed  undor  any  liability  to  the 
people  at  large. 

Executive  Leadership 

The  legislatures  have  been  even  slower  to  grant  the  executive 
the  function  of  leadership  than  to  raise  up  responsible  leaders  amonj^ 
themselves,  yet  in  many  respects  the  governor  is  well  fitted  to  lead. 
More  than  any  member  he  represents  the  state  as  a  whole;  his  out- 
look is  state  wide,  and  the  popular  mind  is  fast  placing  upon  him 
aecountability  for  the  fulfilment  of  party  pledges.  Of  late  several 
governors  have  undertaken  to  maintain  themselves  as  the  recog- 
nised party  leaders,  but  with  varying  degrees  of  success,  and  a 
raaetion  seems  to  be  setting  in  against  "executive  usurpation." 2* 

''TIm  Seoate  of  1915  went  further  than  usual  in  consolidating  control  in  a 
learW,  doe  probably  to  the  presence  of  an  obstructive  minority.  The  majority 
party  had  just  come  into  power  and  by  a  series  of  ripper  bills  were  trying  to 
reel  cue  their  control  over  government  officers.  For  this  reason  the  majority  were 
vflHag  to  fo  far  in  sacrificing  individuality  to  organization. 

"For  eninpls  Govenior  Cox  of  Ohio  was  defeated  by  a  platform  which 
dspwcatcd  the  fovemor's  assumption  of  leadership  in  legislation.  At  the  1915 
aesrion  Oomnor  Willis  carried  out  his  promises  of  hands  off  and  the  legislature 
drifted.  In  this  connection  tee  article  by  J.  W.  Gamer  "Executive  Participation 
fal  Lai^riataon  aa  a  Means  of  Increasing  Legislative  Efficiency,"  Proceedings 
Peiitical  Science  Aeeociation  1013-14.  References  to  numerous  other 
00  the  subject  are  there  given. 


il  attcmpU  of  the  exeeuUve  to 

n  usually  failed,  and  be  baa  bad  to 
■'^'^  p<*n»nality  and  the  abart  ia 
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rything  exeepi  appraprialfaa  bflli^  aad 
1 1  for  their  epeeial  eoaaidafUkMi  fai  Iba  easi- 
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I  ure.    In  the  opinion  of  the  author  il  waa  aol  ghaa  a  fiir 
ti  I  use  of  the  membere' Jealousy 

\h^  ....  .....uonceof  preoedenloQ 

•  oiild  not  adjust  iteelf  to  the  new 

K<M)(TaI  disregard  for  all  rulea  apeeially  marked  ia  a 

Htp  direction  of  an  inexpeneneed  apeaker.    At  Ibe 

n  the  majority  in  the  Houae  were  of  a  politieal  faHb 
tht>  governor,  and  personal  antasooim  aa  wall  aa  poiiliaai 
sidcratiuns  caused  the  rule  to  be  dropped.  Tbe  point  to  ba  i 
here  is  that  such  a  rule  is  not  apt  to  be  givao  a  fair  trial  oi 
conditions.  For  one  thing,  membera  feel  Ibal  it  ii  aol  ia  eoft- 
forinity  with  the  spirit  of  the  eonatitutkNi.  Aaiiow  la  mmtn 
passage  of  measures  in  which  they  wers  iDlaiartad  aad  Jaalaae  ti 
their  prerogative,  the  lllinoia  House  felt  thai  Iba  fOfanMT  wMad 
to  monopolize  the  time  of  the  body.  The  eManlial  bead  af  tfw^ 
pathy  was  lacking  and  the  rektion  seemed  to  inrolre  unvslriMW 
subordination  on  the  part  of  the  Houae. 

Indeed  any  effort  on  the  part  of  Iba  eaaeuliva  lo  dbad  la^ila- 
tion  calls  out  opposition  from  tbe  lefiabliTa  bodha  ia  wbieb  Iba 
governor  is  apt  to  be  worsted.    At  a  reoeat  seatoo  ol  iba 

»  For  the  §pymuoi^B  kfd  powsn  In  lifiililiaa  tm  J. 
ciples  of  Ameriean  Bute  Adminblimtiott.''  Cbap.  HI. 
-See  artade  by  Morton  D.  Hull,  At 
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vania  Legislature  a  joint  committee  was  appointed  to  confer  witli 
the  governor  upon  certain  important  reform  measures  for  the  passage 
of  which  the  governor  had  assumed  personal  responsibility  in  hib 
campaign.    On  its  face  the  action  of  the  legislature  indicated  a 
recognitioo  of  the  governor's  leadership  and  a  desire  to  cooperatt^ 
with  him.    In  reality  its  purpose  was  to  take  charge  of  the  governor 
in  order  that  certain  legislation  might  be  drafted  in  accordance  with 
the  wishes  of  the  organization.    The  Senate  created  a  committee  on 
eaeeutive  appointments  to  deal  exclusively  with  the  governor'p 
Dominations,  and  it  is  significant  that  all  the  Senate  members  of  th( 
joint  committee  to  confer  with  the  governor  had  places  upon  thi:^ 
committee.    Thereafter  he  was  kept  in  Hne  by  threats  to  refuse  con 
currence  in  his  appointments.    At  the  session  of  the  same  year,  tli< 
New  York  Senate  similarly  prepared  itself  against  possible  exccu 
tive  encroachments  by  a  new  rule  that  all  executive  appointment  < 
should  be  referred  to  the  finance  committee,  already  the  all  power 
ful  Senate  committee.    Attempts  to  control  appointments  in  this 
manner  are  as  contrary  to  the  purpose  of  the  constitution  as  are  th( 
efforts  of  the  governor  to  coerce  by  patronage  and  veto.    Througl 
the  transference  of  the  substance  of  the  appointing  power  to  mem- 
bers of  the  legislative  branch  the  principle  that  executive  appointer? 
should  owe  their  places  to  the  governor  is  perverted.    The  necessit 
of  confirmation  by  the  Senate  has  always  been  viewed  as  rightful!} 
no  more  than  a  check  upon  flagrant  abuse  of  executive  power  and 
in  no  wise  to  control  it. 

In  at  least  two  states  opposition  to  the  use  of  the  patronag- 
has  found  expression  in  the  statute  law.    A  member  who  promises 
the  governor  to  give  his  vote  or  influence  for  or  against  a  bill  in  con- 
sideration that  the  governor  approve  or  veto  any  measure  or  mak« 
a  certain  appointment  is  made  guilty  of  a  felony.** 

Some  degree  of  coordination  is  maintained  by  reports  of  admin- 
istrative heads  submitted  to  the  legislature,  and  by  appearance  o 
administrative  officials  before  legislative  committees.  Here  the  u^ 
of  the  committee  of  the  whole  might  be  extended  with  profit,  as  i^ 
•1J5  done  in  Wisconsin,  to  bring  executive  oflScers  before  tli< 
♦  Jiiire  body.  Indeed,  it  should  be  the  right  of  the  head  of  each 
department  to  be  heard.    Yet  the  value  even  of  legislative  docu- 

■  North  Dakota,  CompUed  Laws  (1913),  par.  9331,  9332.    Utah,  Laws  of 
Uuh  (1907),  par.  4099,  4100. 


menu  containing  reports  of 

(i  !  through  delmy  in 

a.  until  \}iim  in  the  nnioB.    II 

tl  'tion  they  thould  be  la  Um 

nioutb  U 

is  sometiii. 

it  would  be  well  t'  are  that 

the  oloee  of  the  oV  id  the 

prepare  report.H  t !  Hi*rviee  to  the 

seatioD.    In  K  kota  tbe  oAeial 

30,  and  n  •  ays  avaflable  at  tlw 

of  the  legi. .  L ..  •-«  noi  elow  until  N( 

or  December,  ae  in  Mimouri.  < 

mentB  may  be  long  delay  hutetts  eootnvf«  to  fii 

important  reports  into  the  :  .: .Infurt.  rafl%-  in 

although  her  year  does  not  end  until  N 

Lbqislativs  R> 

riiere  remains  a  word  to  be  said  eooeeminc  the 
which  the  work  of  the  legialature  is  made  |»ablie»  for  il  is 
t  hat  the  people  be  readily  informed  of  what  is  fQiaf  on  km 
urge  or  oppose  pending  measures.    The  pubtteaiioa  of 
bulletins  or  bill  indexes  giving  the  status  of  all 
towards  clearing  up  committee  evils  as  well  ss 
to  follow  the  course  of  measures  easily.    At  the  sesnoos  of  1 9 IS, 
lit  I  rig  the  history  of  bills  with  their  statos  at  ikm 

li--  more  or  less  regular  intervals  in  thirlsea 

were  cumulative  and  with  rare  exoeptioos  were  ii 
T'  '  "     o  the  public  either  gratuitoosly  or  ofmi  pajr* 

iiM  California  went  SO  far  as  Id  put  om  a  di^Sr 

supplement.    A  few  states  have  so  organised 
a-  ' '    to  announce  bulletins  of  eommittee  hoaiiaia.*' 

II  !  that  case  announce  the  more  import— t 

in  Massachusetts  certain  newspapers  publish  a  dally 


»  CsUf ornia, 

Nobnska,  New  York, 

Indiana,  Miohigtn,  New  Jcmy  i»d  Sooth 

a  oard  index  open  to  the  public. 

"ConneoUout,  Nebcadca  and  Ten*  did 
M  Weekly  in  New  York  and  W 
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all.  Additional  light  is  thrown  upon  the  legislature's  actiWties  by 
tbo  circulation  of  copies  of  all  bills,  resolutions,  et  cetera.  In  at 
leafl  four  states  copies  of  all  measures  will  be  mailed  to  applicants 
either  gratuitously  or  under  a  nominal  fee.^^  Information  a^  to 
what  is  taking  plnce  in  the  legislature  need  no  longer  be  the  monop- 
oly of  a  favored  few,  and  the  old  claim  that  a  paid  lobby  was  neces- 
lary  if  persons  interested  were  to  know  the  progress  of  })usiness  no 
longer  stands. 

Unfortunately  for  the  public  good  the  legishitums  keep  l)ut 
iDCOinplete  records  of  their  proceedings.  As  a  consequence  of  Par- 
liAment's  struggle  with  the  king,  the  journals,  which  had  come  to 
include  notes  on  speeches,  became  merely  a  record  of  things  done 
and  not  of  things  said.  The  Commons  resented  the  king's  callinj^ 
for  reports  of  their  debates  and  checked  the  note-taking  propensities 
of  the  clerk.**  With  three  exceptions  the  meager  record  of  the  jour- 
nal is  all  we  have  in  our  state  legislatures  today.  Maine  and  Penn- 
sylvania have  for  some  years  published  a  stenographic  record  of  all 
proceedings  including  votes,  and  in  1915  Illinois  began  the  publica- 
tion of  verbatim  reports  of  debates.  These  examples  could  well  be 
followed  by  all  states.  From  such  records  the  people  can  be  more 
fully  infonned  why  the  legislature  passed  some  bills  and  why  it 
refused  to  pass  others.  The  dignity  of  the  session,  moreover,  would 
be  enhanced  if  members  realized  that  everything  which  took  place 
on  the  floor  would  be  permanently  recorded.*^ 

The  journal,  being  the  only  record  of  which  the  courts  will 
take  cognisance,  if  indeed  they  go  back  that  far,  should  be  inspected 
with  care  in  order  that  all  errors  may  be  eliminated.  The  impor- 
tance of  the  printed  journal  is  increased  when  it  is  remembered  that 

■  In  New  Mexico  they  are  free  to  those  placed  on  the  mailing  list  by  members. 
In  New  Jeraey  and  Virginia  upon  pajonent  of  ten  dollars;  in  Wisconsin  twelve 
doDan.    They  are  generally  free  to  the  press. 

"Sir  CourieDay  Ilbert  in  the  Introduction  to  Redlich,  "The  Procedure  of 
the  House  of  Commons,"  pp.  ix,  x. 

"  New  York  published  a  record  for  two  years,  1888  and  1889,  but  the  expense 
wii  feK  to  be  too  great  to  continue  it.  The  constitution  submitted  in  1915  con- 
Uined  a  provision  that  full  reports  be  published,  which  had  been  strongly  advo- 
ealed  before  the  convention  by  Mr.  Root.  (See  Record  of  the  Convention,  p. 
3750.)  A  tiniilar  proposal  failed  the  same  year  in  the  Michigan  Legislature  (H.  J. 
p.  418  it  had  passed  the  Senate).  Members  do  not  seem  anxious  to  perpetuate 
the  inemury  of  lh«»ir  1<»fn«*lAtivp  activitiee. 


Pfoctdure  \n  SiaU  Uf/iUaiun* 


the  reading  of  the  nuuiUMniH  journal  ie  uniyinali  4kpmm^  w^ 

and  the  printed  eopiei  are  tlie  oo(jr  dwek  aviitablt  !• 

With  tlie  exception  of  a  few  stales,  cbMy  In  tlis  fe^tku 

the  journal  appear  on  the  desks  ot  the  mrmlM^  ihr  r.r%t 

Sonietinies  as  in  New  York  and  IVnmylvaiik,  tlie  pruued  sonss  ^ 

nut  roaoh  the  niembpni  rvgularly  and  the  jottnial  k  swunrf  «•• 

riiilly  without  examination  by  anyoo<  ^r  tkm  m^  el  llv  m»» 

Hion,  when  adjournment  eomes  Ute  at  m^i,  li  wm^  b§ 

to  liave  copies  on  the  desks  prooiplly  Ihs  iieal  monriim  bl 

approval  should  be  withlield  until  membsfs  batv  bmm 

chance  to  examine  them.    About  a  dossn  stales  ea^fagr  A 

committee  to  report  upon  the  correctness  of  iW  JomaL 

conmuttees  on  engrossment  and  enroUnieiil  ibis  soaMaillss  is  mad 

apt  to  expend  much  effort  in  iniiprcting  the 

ino6t  conscientiouB  examinatifin  by  three 

which  they  can  hardly  be  suppueiHl  to  rseognlss.    T\m 

of  Wisconsin  substitutes  for  the  old  order,  "  Rsadiac  aad  Approval 

of  the  Journal"  the  new  order,  "CorrseCioQ  of  IIm  JomU,"  tmd  ikm 

Minnesota  Senate  has  gone  one  better  by  making  lbs  eofiMlioB  el 

the  journal  in  order  at  any  time  throogbout  tbe  asat  day's 

In  this  way  every  member  has  full  opportunily  to  kaosr  Ibal 

in  which  he  is  interested  have  been  eorrsttly  S|W«ad  ttpos  lbs 


*•  In  New  York  m  a  matter  of  f ad  Um 
ready  for  the  printflr  on  time  and  only  a  ■BaB  peii  of 
deiks  of  moBbers,  yet  tbe  readiBg  of  the  iniBHSWl|ii  is 
(Reply  to  Nebraika  Qtieitaoiuuibe,  1913.) 
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